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This report was made possible by the generous
support of the Omidyar Network, The Ford
Foundation, Wallace Global Fund, Marguerite
Casey Foundation, The McKnight Founda-
tion, The Nathan Cummings Foundation, The
Park Foundation, and anonymous donors. Ma-
jority Action receives no funding from nor has
any commercial relationship with any issuer,
asset manager, or proxy advisor analyzed in
this report. The information in this report has
been prepared from sources and data the au-
thors believe to be reliable, but we assume no
liability for and make no guarantee as to its ad-
equacy, accuracy, timeliness, or completeness.
The information in this report is not designed

to be investment advice regarding any securi-
ty, company, industry, or fund, and should not
be relied upon to make investment decisions.
No information herein is intended as an offer,
or solicitation of an offer, to sell or buy, or as
a sponsorship of any company, security, fund,
or product. Opinions expressed and facts stat-
ed herein are subject to change without notice.
This study uses data obtained under license
from Diligent Market Intelligence between
December 15, 2023 and February 25, 2024, cus-
tom data purchased from ISS ESG Solutions
on August 9, 2023, and 2022 and 2023 proxy
vote analyses purchased from ISS Corporate
Solutions.
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Executive Summary

Besides being a moral failing, racial inequity
poses idiosyncratic and systemic risks that
depress returns for long-term diversified in-
vestors. At the company level, entrenched
racial discrimination exacts legal, political,
reputational, operational, and governance
costs while constraining consumer spending
and hampering productivity and profitability.
At the portfolio level, systemic racism threat-
ens long-term returns across asset classes by
generating industry and economy-wide nega-
tive externalities and impeding inclusive and
broad-based economic growth. Fiduciaries
must adopt a racial equity lens to proxy vot-
ing in order to effectively mitigate the risks
of systemic racism, which cannot simply be
diversified away.

Summary Of Findings

This report analyzes how the eighteen largest
asset managers and two leading proxy advi-
sors voted/recommended on five key proxy
voting categories related to racial equity: ra-
cial equity audits, racial and ethnic board
diversity, political spending and lobbying
disclosure, political congruency, and free-
dom of association and collective bargain-
ing. Asset managers support for racial equi-
ty-related proxy votes slowed considerably
in 2023 against the backdrop of coordinated
right-wing attacks on civil rights, affirmative
action, and voting rights, and the related po-
liticization of environmental, social, and gov-
ernance (ESQG) investment strategies. Asset
managers’ inaction on systemic racism comes
at the expense of not only communities of

color who bear the brunt of harmful corpo-
rate behaviors, but also the tens of millions of
worker-savers — many of whom are people of
color themselves — seeking long-term returns
on their retirement portfolios. Against current
political headwinds, asset managers must rise
to the occasion and use their proxy voting
power to address systemic racism — consis-
tent with their fiduciary duty to mitigate risk,
protect the value of client assets, and fortify
long-term investment returns.
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Figure 1: Summary of Findings

Top-tier votingrecord @
Bottom-tier votingrecord @

Notes: For shareholder proposals, an asset manager is defined as being in the “top-tier” if it supported at least 75 percent of proposals and being in the “bottom-tier” if it supported less than 25 percent of proposals.
For director accountability for racial and ethnic board diversity, an asset manager is defined as being in the “top-tier” if it voted against the reelection of at least 5 out of 7 (71 percent) nominating committee members at
the three S&P 500 companies with all-white boards, and being in the “bottom-tier” if it voted against less than 2 out of 7 nominating committee members (29 percent)
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Key Findings

The Big Four asset managers -
BlackRock, Vanguard, Fidelity, and State
Street - ranked at or near the bottom on all
five racial equity-related proxy voting cate-
gories. BlackRock and Vanguard - together
with T. Rowe Price and Capital Group - had
the worst racial equity voting records. On aver-
age, the Big Four supported just six percent of racial equity
audit proposals, fifteen percent of political spending and
lobbying disclosure proposals, no political congruency pro-
posals, and fifteen percent of freedom of association and
collective bargaining proposals. State Street and Fidelity
voted for a slightly higher percentage of racial equity audit,
political spending and lobbying disclosure, and freedom of
association and collective bargaining proposals than Black-
Rock and Vanguard. State Street and Fidelity also proved
more willing than BlackRock and Vanguard to vote against
nominating committee members at companies with no
racial or ethnic board representation. By contrast, Amundi
and Legal & General Investment Management (LGIM) had
the best voting records across all five proxy voting catego-
ries, while Northern Trust had the best voting record in four
out of five categories.

Fourteen out of eighteen asset managers
supported a smaller percentage of racial eq-
uity audit proposalsin 2023 thanin 2022. The
biggest backsliders — Capital Group, BNY Mellon, Black-
Rock, Geode, and Invesco — decreased their support for
racial equity audit proposals by more than forty percentage
points. Of the Big Four, Vanguard and Fidelity continued
to oppose most or all racial equity audit proposals, while
BlackRock and State Street decreased their support sub-
stantially compared to last AGM season. BlackRock went
from supporting over half of all racial equity audit propos-
als in 2022 to none in 2023, while State Street’s support for
such proposals declined by 32 percentage points. Support
among proxy advisors also decreased. Both ISS and Glass
Lewis supported 76 percent of racial equity audit proposals
in 2022. That number dropped to 36 percent and fifty sev-
en percent, respectively, in 2023. Still, some asset managers
continued to be leaders in this area, with LGIM, Northern
Trust, Amundi, and Morgan Stanley supporting most or all
racial equity audit proposals.
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Asset managers set a low bar for racial and
ethnic board representation and did not hold
boards accountable for board diversity fail-
ures. According to their 2023 proxy voting policies, most
asset managers consider an S&P 500 board to be sufficient-
ly diverse if it includes a single director of color. Given that
the average S&P 500 board contains eleven members, this
sets the floor at merely nine percent racial and ethnic repre-
sentation — a far cry from the racially and ethnically diverse
US population, which is currently 41 percent. While most
asset managers’ proxy voting policies permit using director
elections to hold boards accountable to minimum racial
and ethnic diversity expectations, only some asset man-
agers actually deployed this lever. Just two asset managers
— Nuveen and Goldman Sachs — voted against all nominat-
ing and governance committee members at the three S&P
500 companies that nominated no directors of color. Seven
asset managers, including BlackRock and Vanguard, voted
to re-elect all nominating and governance committee mem-
bers across these same three companies.

Despite the fact that 98% of S&P 500 com-
panies do not disclose how much they spend
onstate-levellobbying, the Big Four opposed
almost all lobbying disclosure proposals. Of
the nineteen lobbying disclosure proposals that were put
to a vote in 2023, Fidelity supported none, BlackRock and
Vanguard each supported one, and State Street supported
three. All four asset managers voted against the lobbying
disclosure proposal at McDonald’s, which was the only po-
litical spending and lobbying disclosure proposal to receive
majority support in 2023. The Big Four’s voting behavior di-
verged sharply from the recommendations of ISS and Glass
Lewis, which supported 89 and 74 percent, respectively, of
lobbying disclosure proposals.

Asset manager support for political con-
gruency proposals declined significantly in
2023. The 2022 midterm elections exposed glaring mis-
alighments between corporations” public statements and
their political activities. Many companies resumed politi-
cal contributions to election deniers, belying the commit-
ments they made to voting rights and election integrity in
the wake of the January 6th insurrection. However, asset
manager support for political congruency proposals, which
ask companies to identify and address these types of mis-
alignments, declined significantly in 2023.

Asset managers diverged sharply from both
proxy advisors on freedom of association
and collective bargaining. Fourteen asset manag-
ers voted for a lower percentage of freedom of association
proposals than were recommended by Glass Lewis and
ISS, who supported 100 and 86 percent of such proposals,
respectively. State Street, BlackRock, and Vanguard voted
against the proposal at Starbucks, which was the only free-
dom of association proposal to get majority support.
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coordinated and well-funded attacks

i1al progress in corporate America

n’t surprise any of us. This targeted

ign is designed to close the door for

our communities to employment, contracts,

and other opportunities. The individuals and
institutions behind these efforts want to drag
this country backward and some of them have
even set their sights on historic policies that

ban discrimination like the Civil Rights Act

of 1965. The question for any government or
corporate leader is what side of history are you
on? The disingenuous attacks on racial equity
audits, affirmative action, and corporate DEI are
designed to get us to defend or abandon solutions
to discrimination, exclusion, and privilege —
instead of focusing on dismantling these deep-
seated problems that prevent us from having a
fair and equitable economy and democracy. Long
after the 2024 election is over we will remember
the actions - not just the words - in response to
these attacks on equity and inclusion from major
corporations and their leadership.”

— Rashad Robinson, President of Color of Change
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The murders of George
Floyd, Ahmaud Arbery,
and Breonna Taylor

in 2020 and the insurrection at the US Capitol
on January 6, 2021 prompted a racial reckon-
ing within corporate America. Corporations
issued statements decrying systemic racism,
committed to ending discriminatory prod-
uct lines and business practices, pledged to
expand diversity, equity, and inclusion (DEI)
initiatives, and publicly acknowledged the
business case for racial equity.! CEOs voiced
support for voting rights, and companies
promised to cease political donations to elec-
tion deniers.?

Three years later, systemic racism continues
to shortchange the lives of people of color, yet
corporate leaders are no longer demonstrating
the urgency to act? Companies are reneging
on racial equity pledges, phasing out DEI pro-
grams that they no longer see as “core” to their
business, and resuming contributions to po-
litical groups and candidates trumpeting vot-
er suppression.* Whereas 190 publicly traded
companies mentioned the word “racism” in
their earnings calls following George Floyd's
murder, that number plummeted to just 11 in
2023, suggesting that racism “doesn’t appear
anymore in corporate conversations with Wall
Street.”™ This corporate backsliding is occur-
ring amidst coordinated attacks by right-wing
lawmakers and legal activists on DEI, funding
to minority-owned businesses, affirmative ac-
tion, critical race theory, voting rights, and the
right to protest and organize®

Despite this challenging corporate environ-
ment, investors have continued to engage with
companies on racial equity matters through
the proxy voting process. However, just like
the world’s largest companies, the world’s larg-
est asset managers are retreating in their sup-
port for such efforts. Our report shows that
although some asset managers — Amundi,
LGIM, Northern Trust, and to a lesser extent
Morgan Stanley — continue to lead on racial
equity stewardship, many of the largest asset
managers were largely unsupportive of racial
equity-related shareholder proposals. Our
report also shows that most asset managers
failed to hold companies with all-white boards

accountable for lack of racial and ethnic board
diversity, despite the fact that their proxy vot-
ing policies permit them to vote against direc-
tors when boards do not meet minimum racial
and ethnic diversity standards.

In particular, the “Big Four” asset managers
— BlackRock, Fidelity, State Street, and Van-
guard — not only lagged behind most of their
peers on nearly all measures, two of them —
BlackRock and State Street — took a step back-
wards. BlackRock, for example, supported over
half of all racial equity audit proposals in 2022
but supported none in 2023 — an about-face
that contradicts CEO Larry Fink’s 2020 state-
ment, “To better serve our clients, we will fo-
cus on racial equity and social justice in our
investment and stewardship activities.” State
Street published its own civil rights audit re-
port in May 2023. In it, the auditors recom-
mended that the Global Advisors stewardship
team consider portfolio companies’ “litigation,
reputational, and regulatory exposure regard-
ing the full range of risks related to civil rights,”
including but not limited to “marketing prac-
tices for products and services that may be
harmful to [Black, Indigenous, People of Col-
or] communities.” Yet, State Street’s support
for racial equity audits — a tool developed to
identify and evaluate precisely these types of
risks — decreased by 32 percentage points in
the 2023 proxy season.

Large asset managers’ retreat on racial equity
is transpiring amidst the right-wing politici-
zation of “environmental, social, and gover-
nance” (ESG) investment strategies, an effort
backed by many of the same actors behind the
attacks on DEI, affirmative action, and critical
race theory.® Spearheaded by the fossil fuel in-
dustry, the primary focus of the anti-ESG push
has been to preclude investors from consider-
ing climate risks, although anti-ESG advocates
have also targeted shareholder engagement
related to antiracism and diversity initiatives,
workers’ rights, and corporate governance.
During the 2023 legislative session, right-
wing lawmakers introduced 165 anti-ESG bills
across 37 states seeking to prevent investors
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from considering commonsense systemic or
long-term risk factors in the management of
government funds and pension assets.” At the
federal level, the Republican-controlled House
of Representatives held a series of hearings,
marked up eight bills, and subpoenaed proxy
advisors and asset managers over ESG invest-
ing" Lawmakers and state attorneys general
mounted unsuccessful legislative and legal
challenges to the Department of Labor’s 2022
final rule permitting fiduciaries of Employee
Retirement Income Security Act plans to con-
sider ESG factors when relevant to a risk-re-
turn analysis.?

Despite the breadth of this right-wing on-
slaught, it has had limited success in actually
changing state or federal laws governing what
risk factors fiduciaries can consider in proxy
voting or investment decisions.”® The politici-
zation of ESG risks is also broadly unpopular
among American voters, many of whom are
diversified investors seeking long-term returns
on their retirement portfolios. A December
2023 poll found that a majority of voters, in-
cluding 52 percent of Republicans and 63
percent of Independents, do not support the
anti-ESG bills advanced by the House Finan-
cial Services Committee in July 2023.# Never-
theless, the anti-ESG campaign — combined
with the related attacks on affirmative action
and civil rights — has had what has been de-
scribed as a “chilling effect” on investors.”

Asset managers’ inaction on racial equity
proxy voting matters can be understood in
part as a capitulation to the right-wing’s multi-
pronged assault on racial progress and climate
science. Ultimately, this inaction comes at the
expense of tens of millions of workers — many
of whom are people of color themselves —
whose deferred wages are invested in retire-
ment portfolios that are exposed to the risks of
systemic racism and climate change. Indeed,
as we discuss in the next section, racial equity
is not just a moral imperative. Systemic racism
poses material investment risks and depress-
es returns at both the company and portfolio
level. As we approach both the 2024 proxy
season and the 2024 presidential election,
the disingenuous attacks on ESG, DEI, and
civil rights are likely to intensify. Against
these headwinds, asset managers must rise
to the occasion and use their proxy voting
power to address racial inequity, consis-
tent with their fiduciary duty to mitigate
risk, protect the value of client assets, and
fortify long-term investment returns.
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ial inequity is a system-level
uch like climate change and
e inequality — both material
on-diversifiable. Given the

feedback loops between the

real world and financial markets,
investors have an obligation to act

to mitigate these intergenerational
risks in accordance with the fiduciary
duties of prudence, care, and loyalty.”

— Monique Aiken, Managing Director of The Investment Integration Project

Racial Inequity and
Systemic Risk

Systemic racism is an organized system
of generating and perpetuating differential
opportunities based on racial hierarchy® It
includes “norms, ideologies, culture and his-
tory, as well as interconnected institutions,
policies, laws and structures that designate
and maintain differential and unequal value of
individuals and groups based on their race.”
The United States economy was built on the
“appropriation of the physical, financial, labor,
and other resources of non-white people,” in-
cluding but not limited to the enslavement of
Black people, the dispossession of Indigenous
nations, the exploitation of Asian and Latino
migrants, and the imperial conquest of Native
Hawaiian and Pacific Islander communities.’®

Systemic racism captures the ways in which
interlocking societal systems — such as the
financial, economic, political, educational,
health, and criminal legal systems — continu-
ously reproduce and deepen these historical
racial violences, putting Black, Indigenous,
and people of color (BIPOC) communities
at compounded disadvantage in relation to
white people. Systemic racism is “so embed-
ded in systems that it often is assumed to re-
flect the natural, inevitable order of things,”
and it is one reason racial disparities in the US
remain so intractable and entrenched.”

Systemic racism produces racial inequity, or
the unequal distribution of resources, power,

and opportunity along racial lines?® Racial in-
equity manifests as persistent unequal partic-
ipation and outcomes related to democracy,
education, income, health, housing, the labor
market, and more? The most pervasive and
self-perpetuating of these inequities is the ra-
cial wealth gap: In the US, white people make
73 percent more in annual income, are near-
ly two times more likely to own their homes,
and hold ten times more wealth than Black
people? As one study puts it, “Wealth is the
accumulation of past and present income, as-
sets, debts, and disparities.” The racial wealth
gap is the cumulative effect of slavery, land
theft, segregation, redlining, occupational seg-
regation, mass incarceration, unfair tax policy,
predatory lending, and systemic barriers to
education, homeownership, and economic
mobility.?*

Corporations are key drivers of systemic rac-
ism and racial inequity. Conceptually, the de-
velopment of modern business and finance
cannot be disentangled from the history of
slavery and anti-Black racism. Prior to be-
coming the center of global financial markets,
Wall Street was the site of New York City’s
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first organized slave auction® The growth
of America’s banking and insurance sectors
was fueled by the slave trade: Banks issued
securities funding the expansion of planta-
tions, and insurance companies sold policies
on the lives of enslaved people.? Many of the
business management practices, accounting
techniques, and financial instruments that
are still in use today were pioneered as part
of the plantation economy.” Today, corpora-
tions perpetuate racial inequity in a number of
ways, including discriminating against work-
ers of color, disposing toxic chemical waste in
Black and Brown neighborhoods, marketing
predatory and/or harmful products to BIPOC
consumers, and engaging in business models
and practices that lead to racial disparities.?®
In economics terms, communities of color are
the “ideal dumping grounds for negative exter-
nalities generated by the private sector.”

Asset managers have a fiduciary duty to their
clients and beneficiaries to enhance risk-ad-
justed returns and mitigate investment risks.
Investment theory distinguishes between two
categories of investment risks: idiosyncratic
risk and systematic risk. Idiosyncratic risk is
specific to a particular company or industry,
and it can largely be managed through diversi-
fication. Systematic risk, on the other hand,
is non-diversifiable and affects all securities in
a portfolio. Jon Lukomnik and James Hawley
further distinguish between systematic risk
and systemic risk, which refers to risks that
endanger the functioning of the real-world eco-
nomic, social, and financial systems on which
the capital markets rely.* Systemic risks in the
real-world create non-diversifiable systematic
risk in the financial markets. Research shows
that systematic risk, not idiosyncratic risk, de-
termines the vast majority of the variability of
return for a portfolio.® For broadly diversified
asset managers and institutional investors that
have minimal exposure to idiosyncratic risk, it
makes rational sense to focus on reducing the
drivers of systemic risk, which are inputs into
systematic market risk.* Moreover, focusing
on mitigating systemic risk shifts investment
strategy from simply being about beating
the market return through security selection
to improving overall market performance
through real-world intervention.®

Racial inequity is an idiosyncratic and system-
ic risk that depresses risk-adjusted returns for
individual securities as well as entire portfoli-
os. At the company level, racial inequity is a
“sign of poor management as well as exposure
to political and consumer risk.”* Companies
engaged in racial discrimination are subject to
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increased risk in the form of legal actions, reg-
ulatory sanctions, heightened scrutiny from
lawmakers, reputational damage, and con-
sumer boycotts. Racially inequitable business
practices can jeopardize a company’s social
license to operate.®*® Conversely, racial equity
can be a source of competitive advantage. A
number of studies have found that diversity
and inclusion imperatives have a positive ma-
terial impact on a company’s financial condi-
tion, operating performance, ability to attract
and retain talent, and corporate governance.*
Companies that prioritize racial equity can
unlock new markets and sources of growth by
developing innovative products and services
that simultaneously reduce inequities and
meet the needs of people of color.”

More importantly, racial inequity is a systemic
risk that threatens and degrades the econom-
ic, political, and social systems on which port-
folio returns depend. Numerous studies have
shown that systemic racism impairs GDP
growth, which is a key component of sys-
tematic risk. A 2020 study by Citi found that
$16 trillion could have been added to the US
economy if Black-white inequities in wages,
education, housing, and investment had been
closed twenty years ago.®® A report by the W.K.
Kellogg Foundation estimated that closing the
racial earnings gap by 2050 would boost U.S
GDP by $8 trillion, augment effective demand
by generating $2.6 trillion in new consumer
spending, and accelerate the annual long-
term growth rate for the US economy by half
a percentage point.*® Racial inequity can also
lead to social discontent and unrest, which
can increase market volatility and uncertainty,
create political and economic instability, and
negatively impact investment opportunities
across all asset classes.*

Large asset managers can mitigate the system-
ic risks of racial inequity by adopting a racial
equity lens to system-level stewardship.# As
discussed earlier, corporate actions are key
drivers of systemic racism and racial inequity.
Central to system-level stewardship is the no-
tion that as “universal owners,” broadly diversi-
fied asset managers and institutional investors
“internalize” the negative externalities generat-
ed by harmful corporate actions through lower
portfolio returns.®? System-level stewardship
involves taking a portfolio-wide approach to
proxy voting and shareholder engagement that
aims to minimize the economy-wide costs of
systemic racism.*® Given the labyrinthine and
wide-ranging reach of systemic racism, a racial
equity lens to system-level stewardship would
go beyond supporting shareholder proposals
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on board diversity, racial equity audits, and
DEI disclosures to also examining the racial
equity implications of director elections, exec-
utive compensation, mergers and acquisitions,
and shareholder proposals on topics as varied
as corporate political transparency, workers’
rights, and climate risks. By adopting a ra-
cial equity lens to stewardship and proxy
voting, asset managers can use their pow-
er as sharecholders to reshape corporate
behavior in ways that create inclusive and
broad-based economic growth while forti-
fying and enhancing returns for long-term
diversified investors.
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Equity in the

Boardroom 2023

This report analyzes how the eighteen larg-
est asset managers and two leading proxy
advisors voted/recommended on racial equi-
ty-related matters at S&P 500 companies in
the 2023 proxy season, with a focus on racial
equity audits, racial and ethnic board diversity,
corporate political transparency, and workers’
right to organize.

The eighteen asset managers examined in this
report each have over $1 trillion in worldwide
assets under management (AUM)* and an
asset mix of at least twenty percent equities.
Collectively, they manage upwards of $45 tril-
lion in worldwide assets — more than the com-
bined GDP of the United States and China.*
With over $33 trillion in US client assets, these
asset managers are responsible for the invest-
ments of tens of millions of American workers
who have 401K plans, Individual Retirement
Arrangements (IRAs), 529 college savings
plans, Health Savings Accounts (HSAs), and
exchange traded funds (ETFs)* As Figure 2
shows, the asset managers examined in this
report are some of the largest managers of US
workers’ institutional retirement savings, with
over $6.5 trillion in defined contribution as-
sets and $1.6 trillion indefined benefit assets.*
BlackRock alone manages retirement plan
assets for over one-third of US public school
teachers.*®

This report pays particular attention to the
voting record of the Big Four asset managers.
The Big Four manage over $18.4 trillion in US
client assets, hold more than twenty percent
of shares in the S&P 500, and account for
more than 25 percent of shares voted.*® Given
their substantial holdings, they wield outsized
power in the proxy voting process and often
play a decisive role in the outcomes of share-
holder proposals and director elections. As we
show, a number of racial equity-related share-
holder proposals could have reached majority
support had the Big Four voted in favor.

For the first time, this year’s report examines
the voting recommendations of the two lead-
ing proxy advisors, Institutional Shareholder
Services (ISS) and Glass Lewis. The amount

of impact the proxy advisors have on the
proxy process has been a subject of debate in
recent years. The growing influence of ISS and
Glass Lewis has corresponded with the rise of
low-cost passively managed funds such as ex-
change-traded funds and index funds, which
must vote their shares but may allocate few
resources to the process.® One study finds
that when either ISS or Glass Lewis issues a
recommendation opposing management, its
customers are twenty percentage points more
likely to oppose management compared to
other investors.” Depending on the level of cli-
ent uptake, the introduction of pass-through
voting could also increase the proxy advisors’
influence on voting outcomes,* since the al-
ternative voting policies offered through proxy
choice programs are usually compiled by ISS
and/or Glass Lewis.”®

The rest of this report is organized as follows:
Section 2 opens with a discussion of corpo-
rate racial equity audits as a tool for mitigating
the risks of systemic racism and proceeds to
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analyze asset managers and proxy advisors’
votes/recommendations on racial equity audit
shareholder proposals. Section 3 looks at direc-
tor accountability for racial and ethnic board
diversity with a focus on asset managers’ and
proxy advisors’ votes/recommendations on di-
rector elections at the three S&P 500 compa-
nies that ran all-white slates of director nomi-
nees. Sections 2 and 3 also include an analysis
of asset managers and proxy advisors’ proxy
voting policies related to racial equity audits
and racial and ethnic board diversity, respec-
tively. Section 4 examines asset managers’
and proxy advisors’ votes/recommendations
on two types of shareholder proposals related
to corporate political transparency, political
spending and lobbying disclosure proposals
and political congruency proposals. Section 5
looks at proxy votes on shareholder proposals
related to workers’ rights to freedom of asso-
ciation and collective bargaining. While cor-
porate political transparency and freedom of
association may not seem immediately rele-
vant to racial equity, these two sections show
that unbridled corporate influence in demo-
cratic institutions and corporate interference
in worker organizing play critical roles in the
disenfranchisement and exploitation of BI-
POC communities. Each section also makes
an argument for why the issue at hand — racial
equity audits, racial and ethnic board diversity,
corporate political transparency, and workers’
right to organize — should matter to diversified
investors pursuing long-term returns.

Largest Managers of US Defined Benefit & Defined
Contribution Assets (Billions of Dollars in AUM)

VANGUARD

BNY MELLON

MORGAN STANLEY @
WELLINGTON !’)

STATE STREET

FIDELITY

Figure 2: Largest Managers of US Defined Benefit & Defined Contribution Assets (Billions of Dollars in AUM)
Source: Majority Action analysis of data obtained from Pension & Investments
Note: Does not include Prudential Financial and PIMCO, who manage $386 billion and $189 billion, respectively, in defined

benefit and defined contribution assets
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NUVEEN

T. ROWE PRICE

BLACKROCK
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Racial Equity
Audits
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al equity audits can be a positive tool for
ying and ameliorating racial inequities
siness. By looking across policies,

es, and products, companies can start
erstand potential blind spots and create

solutions that benefit all stakeholders..While
this mechanism can be viewed as a means of
risk mitigation, we believe it can also ultimately
unlock new opportunities for value creation for
the business and the broader economy.”

— Clare Payn, Legal and General Investment Management

A racial equity audit is a systematic and com-
prehensive analysis of a company’s policies,
practices, products, and services for discrim-
inatory or disparate impact on BIPOC stake-
holders. These stakeholders include but are
not limited to workers, current and potential
customers, suppliers, and communities sub-
jected to a firm’s negative externalities, such
as pollution or toxic chemicals. Conducted
by independent auditors with civil rights and
racial justice expertise, racial equity audits
identify problems, propose recommendations,
and create concrete remediation plans and ac-
countability structures. As part of the auditing
process, auditors typically collect information
and data from workers, company leadership,
impacted communities, and civil rights and
advocacy organizations. Crucially, racial equi-
ty audits go beyond workforce DEI and corpo-
rate social responsibility initiatives to examine
the ways in which a company’s core business
model, products, and operations perpetuate
systemic racism.”® As Heather McGhee and
Sherrilyn Ifill note, while diversity and inclu-
sion “are essential components of an ultimate
goal of a racially equitable institution,” they do
not guarantee “that the company’s systems,
practices, and policies are designed to create
racially equitable outcomes.*

Corporate racial equity or civil rights audits®
were initially pioneered by civil rights or-
ganizations and leaders as a strategy to get
technology companies to address discrim-

ination and bias on their platforms. The first
corporate civil rights audit was conducted in
2016 by Airbnb under pressure from Color of
Change after reports surfaced of Black users
being discriminated against by hosts.*® [n 2018,
Facebook commissioned a civil rights audit at
the urging of members of Congress and civil
rights groups, who had been engaging with the
company for years on how its policies affected
members of protected classes.® Led by civil
rights attorney Laura Murphy, the Airbnb and
Facebook audits set the standard for rigorous
third-party racial equity audits and generated
numerous learnings about the opportunities
and limitations of this approach to corporate
accountability.5

The Airbnb audit in particular set the bar for
a successful audit because Airbnb a) imple-
mented a “multipronged and concerted set of
changes” to tackle the problems identified by
the auditors,®" b) worked collaboratively with
stakeholders, and ¢) demonstrated a commit-
ment to transparency and public accountabil-
ity. Laura Murphy’s 2016 audit examined var-
ious aspects of Airbnb’s business, including
how its platform shaped interactions between
users, its policies governing user conduct,
its policy enforcement processes, its lack of
workforce diversity, and its partnerships with
civil society organizations.® As a result of the
audit, Airbnb agreed to make a number of
changes, including implementing stronger an-
ti-discrimination policies, improving enforce-

ment and response protocols, expanding its
“Instant Book” feature which reduces the po-
tential for bias, and assembling a permanent
anti-bias team of data professionals.5® Airbnb
issued supplemental reports in 2019 and 2022
relaying the company’s progress on its racial
justice goals.®*

In 2020, Airbnb launched a data analysis initia-
tive called Project Lighthouse in partnership
with Color of Change and with input from
privacy and racial justice groups. The goal of
Project Lighthouse was to measure bias and
discrimination on Airbnb’s platform “with the
belief that you can’t fix what you can’t mea-
sure.”®® Airbnb’s 2022 report detailed the find-
ings of Project Lighthouse and described how
the company planned to use these findings to
inform and target its anti-discrimination ef-
forts. Among other things, Project Lighthouse
revealed that while Instant Book is an effec-
tive tool to reduce discrimination, Black users
were accessing Instant Book at lower rates be-
cause they were less likely to meet the criteria
for eligibility.%® As a result, Airbnb introduced
policy changes that would make it easier for
people to use Instant Book.?” Despite the suc-
cesses of the Airbnb audit, it has not been
without challenges. Although it is one of the
few tech companies to establish a permanent
anti-bias team, employees have said that the
company has failed to adequately resource the
team, leading to otherwise preventable racial
disparities slipping through the cracks.%
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Bringing Racial Equity
Audits into the [nvestor

Ecosystem

Investors initially imported corporate racial
equity audits into the shareholder ecosystem
as a way to hold companies accountable to
the racial justice commitments they made in
the summer of 2020 following the murder of
George Floyd. Advocates and investors be-
lieved that without a tool to identify problems
and measure progress, these corporate com-
mitments could prove to be illusory. Under the
leadership of Renaye Manley, Deputy Director
of Strategic Initiatives at Service Employees
International Union (SEIU), investors includ-
ing SEIU Master Trust and Change to Win
(CtW) Investment Group (now SOC Invest-
ment Group) filed twelve racial equity audit
proposals in the 2021 proxy season. Since then,
shareholders have voted on 67 racial equity au-
dit proposals across 49 S&P 500 companies.*

For investors, racial equity audits are not just
a way to hold companies responsible for their
professed racial justice commitments. They
are also a tool to mitigate the risk that system-
ic racism poses to companies and portfolios.
By diagnosing problem areas and charting a
course for remediation, racial equity audits
enable companies to identify and manage
the legal, regulatory, political, and reputation-
al risks associated with racial discrimination
and bias. Beyond mitigating risk, racial equity
audits can also provide companies a compet-
itive edge when it comes to building products
that appeal to BIPOC consumers and hiring
and retaining talent from a rapidly diversifying
US labor force. For diversified investors whose
fiduciaries have a duty to minimize risk and
maximize long-term returns, the benefits of
racial equity auditing begin to accrue when
firms across industries use the tool to take
concrete remedial actions, collectively min-
imizing the externalities and inefficiencies
caused by systemic racism and unlocking pos-
sibilities for economy-wide value creation.

Despite the persistence of systemic racism,
shareholder support for racial equity audit pro-
posals fell significantly in 2023 compared to
previous years. Of the fourteen proposals put

to a vote in 2023, none reached majority sup-
port and only 29 percent received greater than
thirty percent support. In contrast, in 2022, 32
percent of racial equity proposals reached ma-
jority support, and 84 percent received greater
than thirty percent support. Average support
for racial equity audit proposals increased
from 33 percent in 2021 to 44 percent in 2022,
and then declined to 21 percent in 2023.

As illustrated by Figures 3 and 4, fourteen
out of eighteen asset managers supported
a smaller percentage of racial equity audit
proposals in 2023 than in 2022. The big-
gest backsliders were Capital Group, BNY
Mellon, BlackRock, Geode, ISS, and Inves-
co, whose support for racial equity audit
proposals decreased by more than forty
percentage points.

Of the Big Four, Vanguard and Fidelity
continued to oppose most or all racial eq-
uity audit proposals. BlackRock went from
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supporting over half of all racial equity
audit proposals in 2022 to none in 2023,
while State Street’s support for such pro-
posals declined by 32 percentage points.
Among the proxy advisors, ISS exhibited
a steeper drop in support (43 percentage
points) than Glass Lewis (22 percentage
points). Whereas both proxy advisors sup-
ported 79 percent of proposals in 2022, ISS
supported just 36 percent in 2023, while Glass
Lewis supported a little over half. Still, some
asset managers continued to be leaders on
racial equity audits. Amundi supported 100
percent of racial equity audit proposals,
LGIM and Northern Trust supported 93
percent, and Morgan Stanley supported 79
percent.

Most asset managers proxy voting policies
are silent on the subject of racial equity au-
dits. However, LGIM, Goldman Sachs, and
Franklin Templeton subsidiary ClearBridge
have specific policy language related to racial
equity audits, as do ISS and Glass Lewis (see
Appendix E for the language used in each
proxy voting policy). These policies provide
a window into how asset managers evaluate
racial equity audit proposals. Goldman Sachs,
ClearBridge, ISS, and Glass Lewis all state that
they evaluate racial equity audit proposals
on a “case-by-case” basis, taking into consid-
eration factors such as existing levels of dis-
closure and whether the issuer has had any
recent controversies, litigation, or fines related
to racial justice issues.

in2023
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Geode
JPMorgan Franklin Templeton
Nuveen
Capital Group Wellington
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Figure 3: Percent of Racial Equity Audit Proposals Supported in 2023
Source: Majority Action analysis of data obtained from Diligent Market Intelligence
Note: N = 14 proposals voted on at U.S-based S&P 500 companies
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Percentage Point Change in Support for Racial Equity Audit Proposals:
2022vs.2023
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Figure 4: Percentage Point Change in Support for Racial Equity Audit Proposals: 2022 vs 2023 Percentage Point Change
Source: Majority Action analysis of data obtained from Diligent Market Intelligence
Note: N =19 for 2022 and N = 14 for 2023 02022 @ 2023 (D 2022&2023

Asset Manager Votes on 2023 Racial Equity Audit Proposals
MO OMSA AWK UNH ) CUX BAC WMT KO MHK TRU EFX @GS VIO
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Figure 5: Asset Manager Votes on 2023 Racial Equity Audit Proposals
Source: Majority Action analysis of data obtained from Diligent Market Intelligence
Note: Capital Group does not appear to have holdings in AWK, WMT, or MHK. State Street abstained from voting on the proposal at MHK . Voted Yes . Voted No D N/A
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Instead of evaluating these proposals on a
case-by-case basis, asset managers should
encourage all portfolio companies to adopt ra-
cial equity audits as a standard practice. The
current case-by-case approach used by asset
managers and proxy advisors misses the mark
for three reasons. First, company self-dis-
closures are not an adequate substitute for a
high-quality, independent racial equity audit,
since self-disclosures alone can easily serve
the purposes of “equity washing.”® Second, as
Laura Murphy notes, racial equity audits “need
not always flow from complaints, scandals or
stakeholder pressure.” In fact, racial equity au-
dits are most effective as risk mitigation tools
when they are used as a preventative measure
to identify and proactively redress problems
before they erupt into public view and exact
reputational and financial damage. To that

end, an independent audit can shed light on
issues that are simmering under the surface
and negatively affecting firm performance,
but go unreported by impacted stakeholders.”?
Third, when racial equity audits are conduct-
ed by all companies within an industry, they
serve the dual purpose of identifying disparate
racial impacts that are a) idiosyncratic to a
particular firm, and b) shared across firms and
foundational to how the industry operates.
Indeed, when SEIU Master Trust and CtW
Investment Group filed proposals at eight
systemically important financial institutions
in 2021, they pointed to discriminatory prac-
tices entrenched at the industry level, from
“redlining’ techniques related to mortgage
loans, to excessive checking account fees, to
most recently, [Paycheck] Protection Program
distribution.””
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What makesa
racial equity audit?

Stakeholder
Engagement

Transparent engagement with diverse stake-
holders can help companies avoid litigation,
boycotts, government investigations, and
reputational damage related to potential civil
rights violations and discrimination.”” Engage-
ment can demonstrate accountability to Bl-
POC communities, who may be part of the
company’s labor force and consumer base.

An audit should:

B Engage with stakeholders — including but
not limited to civil rights and racial justice
groups, environmental justice groups, and
workers and consumers of color — to as-
sess and evaluate the company’s impact
on BIPOC communities, including press-
ing risks and alleged claims of discrimina-
tion

Example: After commissioning Laura Mur-
phy & Associates to conduct its 2016 civil rights
audit, Airbnb launched Project Lighthouse, an
initiative to uncover and address disparities in
how people of color experience its platform.”
Designed to help Airbnb “innovate and design
new products and initiatives that will increase
acceptance and combat bias,” Project Light-
house was launched in partnership with civil
rights organization Color of Change and with
input from nine other racial justice and tech-
nology equity organizations.””

Reviews Products
and Services

A racial equity audit can generate knowledge
and findings that enable companies to build
products and services that lead to more eqg-
uitable outcomes, thereby helping companies
expand their business while fostering a more
inclusive and prosperous economy.

An audit should:

B Evaluate the company’s products and ser-
vices for discriminatory impact and bias,
including with respect to user experience,
product design, accessibility, availability,
and affordability

B Evaluate the company’s marketing and
advertising strategies for discrimination
and bias, including algorithmic bias

Example: In 2022, Citigroup commissioned
Covington & Burling LLP to conduct a racial
equity audit of its Action for Racial Equity
(ARE) initiative, Citi’s $1 billion commitment
to help address the racial wealth gap® The
audit uncovered that ARE had no initiatives
targeting consumer credit scores even though
“lower credit scores in Black and other mi-
nority communities are a critical driver of the
racial wealth gap.”” The audit recommended
that Citi focus more on initiatives related to
credit scores and consider additional efforts to
promote credit building, credit score improve-
ment, and alternative credit assessments.

Reviews Operations
and Policies

Beyond workforce DEI, a comprehensive audit
examines all business operations and pol-
icies for potential civil rights or racial equity
impacts. This includes, but is not limited to,
operations and policies related to corporate
governance, pay practices, workers rights and
human capital management, lobbying and po-
litical activities, investments and stewardship,
corporate social responsibility, capital alloca-
tion, procurement and subcontracting, and
data privacy.

An audit should:

B Assess the company’s operations and
policies and make recommendations for
how they can be revised to further the
goals of DEI and more effectively combat
racial discrimination and bias

Example: In 2020, Facebook released the re-
sults of its civil rights audit, led by Laura Mur-
phy and supported by Meghan Cacace, a part-
ner at Relman Colfax.® As a result of the audit,
Facebook expanded its voter suppression pol-
icy to include threats that voting will result in
adverse law enforcement consequences and
statements that encourage coordinated inter-
ference in elections. The company also adopt-
ed a new policy prohibiting threats of violence
relating to voting, voter registration, or the out-
come of elections.
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— Laura Murphy

Criteria for a Racial Equity Audit:
A high-quality racial equity audit should:

B Be conducted by an independent third-
party auditor with expertise in civil rights
and racial justice

B Feature active engagement and coop-
eration from the company’s executive
management and oversight by the Board
of Directors, including granting the audi-
tor access to necessary information and
people

B Go beyond workforce DEI issues to in-
clude a comprehensive review of compa-
ny policies, practices, and products

B Consult with a wide range of internal and
external stakeholders and be transparent
about which stakeholders were consult-
ed. The company and the auditor should
make a clear commitment that any stake-
holder who engages in the audit will be
protected from retaliation, intimidation,
or disciplinary action

B [dentify a clear plan of action and time-
line for the company to implement audit
recommendations, and publish a public
report summarizing these findings

B [nvolve a process of ongoing review, revi-
sion, and oversight no less often than ev-
ery five years, including periodic progress
reports on implementation

*Adapted from Laura Murphy’s The Rationale for and Key Elements of a Business
Civil Rights Audit and developed in consultation with Color of Change and SEIU

Racial Justice Capital
Strategies Table

Effective racial equity auditing requires direct
engagement with impacted stakeholders. As
Renaye Manley asserts, “having civil rights
groups, activists groups, [and] communi-
ty groups as a part of the dialogue with the
company creates a different level of account-
ability.” In 2023, Majority Action and SEIU
established the Racial Justice Capital Strate-
gies Table (RJCST) along with other leading
racial justice organizations Color of Change,
Hip Hop Caucus, and United for Respect.
RICST connects organizations that work with
communities of color most impacted by dis-
criminatory corporate behaviors to pathways
for advancing racial equity outcomes in the
investor ecosystem. As companies continue
to make public commitments to racial justice,
formations such as RJCST will help to ensure
that investors are holding issuers to their word.
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Case Studies

Racial Equity Audit
Proposals at
Travelers

From selling slave insurance policies in the
19th century to refusing to insure properties
in Black neighborhoods in the mid-20th
century, the insurance industry has been a
key architect of systemic racism in the US®
Today, many states prohibit insurers from
explicitly considering race in the underwriting
or pricing of personal lines of insurance.® Yet,
so-called “colorblind” insurance practices that
are based on purportedly objective actuarial
assessments continue to have disparate
impacts on BIPOC communities.®

In 2022 and 2023, shareholders led by Trillium
Asset Management filed a racial equity audit
proposal at The Travelers Companies, the
sixth largest property/casualty insurance
company in the US® In its opposition
statement, Travelers claimed that the proposal
would cause the company to violate state
insurance laws by requiring it to collect racial
demographic information and take race into
account in its underwriting procedures.®
Travelers’ argument misunderstands the
nature of systemic racism and the purpose
of a racial equity audit, which among other
things involves identifying and addressing
the unintended outcomes of seemingly race-
neutral policies, practices, and products on
BIPOC consumers. As stated by ISS, who
supported the proposal in 2022 and 2023,
“Travelers argues that a third-party racial
equity audit would conflict with state law and
its own principles not to take race into account
in its underwriting and pricing decisions.
Although the company may not use race as
a factor, other factors such as zip codes may
have a similar effect.”’

Consider, for example, the case of auto
insurance.  Travelers  domestic  auto
insurance business wrote $6.48 billion in
net written premiums in 2022.8 Despite the
insurance industry’s insistence that it does
not discriminate based on race, consumer
advocates have long pointed out that
Black drivers pay more in auto insurance
premiums than white drivers, even when
controlling for driver safety and vehicle type.®°

A 2017 ProPublica and Consumer Reports
investigation found that Travelers and other
auto insurers were charging consumers living
in minority zip codes an average of thirty
percent more than consumers living in non-
minority zip codes, even though the minority
and non-minority zip codes had similar
accident costs and claims payouts.®

Algorithmic bias” in insurance underwriting
and rate-setting practices may be partly
responsible for the disparate racial impacts
observed in auto insurance premiums. While
car insurers might not explicitly be using race
as a factor for determining premium rates,
many of the factors they do consider could be
seen as proxies for race. Auto insurers often
charge higher premiums to those who are
renters, have lower credit scores, work blue
collar jobs, and have less education.”? These
commonly used insurance rating factors
map onto race because they are shaped by
historic and ongoing practices of redlining,
racial discrimination in mortgage lending,
occupational segregation, and educational
racism. For example, the use of credit
scores in auto insurance pricing models
disadvantages Black, Native American, and
Latino consumers, who are more likely to
have low credit scores or no credit history at
all as a result of systemic barriers to wealth
accumulation and financial stability.** Scholar
Ruha Benjamin refers to this “subtle but no
less hostile form of systemic bias” as the “New
Jim Code.™*

The racial equity impacts of disparate auto
insurance pricing are far reaching. Cars are a
lifeline for employment opportunities, and
auto insurance is legally required in most
states. High auto insurance premiums make

it more difficult for low-income Black and
Brown people to make ends meet and build
savings. Prohibitively high insurance costs
mean that Black and Brown drivers are more
likely to drive uninsured and face penalties,
license suspensions, car impoundment, and
even jail time for violating mandatory auto
insurance laws.* Higher premiums also force
consumers of color to opt for cheaper fly-by-
night insurance providers that provide less
coverage.*

For two years in a row, a significant proportion
of shareholders have voted in favor of Travelers
undertaking a racial equity audit that would
investigate and address these types of disparate
racial impacts. In 2022, Trillium’s racial equity
audit proposal received 47 percent support
and had the backing of ten out of eighteen
asset managers. In 2023, the proposal received
35 percent support and had the backing of
seven asset managers. State Street, BNY
Mellon, and Geode supported the proposal
in 2022 but voted against it the following year.
ISS and Glass Lewis supported the proposal
both years, while BlackRock, Fidelity, and
Vanguard opposed it both years. The Big Four
plus Geode, which manages Fidelity’s entire
passive investment business, held a whopping
43 percent of Travelers common stock going
into the 2023 proxy season. As illustrated by
Figure 6, had any three of these five asset
managers voted in favor of the 2023 proposal,
it could have reached majority support.”

Director
Accountability for
Racial Justice Audits:
Director Election at

JPMorgan

Racial equity audit proposals, like nearly all
14a-8 shareholder proposals, are non-binding.

I % Support
I BlackRock % CSO

A fullmethodological discussion can be found in Appendix A

REA Proposal at Travelers Could Have Reached
Majority Support with Backing From the Big Four
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Figure 6: 2023 Racial Equity Audit Proposal at Travelers Could Have Reached Majority Support with Backing From the Big Four
Source: Majority Acton analysis of data obtained from Diligent Market Intelligence
Note: Includes Geode, which sub-advises Fidelity’s passive investment funds. Analysis assumes each manager votes all shares that it holds.
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>stors are uniquely positioned to
boards responsible when they
exercise the oversight needed
companies to undertake rigorous
audits that actually help to identify and
manage the risks of systemic racism.

Regardless of whether such a proposal is put
to a vote or settled prior to the annual meeting,
issuers ultimately have wide discretion over
how they conduct a racial equity audit, includ-
ing selection of auditor, the scope of the au-
dit, the nature and process of stakeholder en-
gagement, and whether the company follows
through on the auditor’s recommendations.
For this reason, the success of a racial equity
audit depends on whether there is buy-in from
company leadership.®®

The Facebook civil rights audit is a salient
example of how the audit process can get
shortchanged when buy-in from company
leadership is lacking. In their 2020 report, au-
ditors Laura Murphy and Megan Cacace note
that although Facebook made significant im-
provements to its platform in response to the
audit, its approach to civil rights ultimately
“remained too reactive and piecemeal.”® The
auditors state that they “vigorously advocat-
ed for more and would have liked to see the
company go further to address civil rights con-
cerns.”® At the time of the report’s release in
July 2020, Facebook was embroiled in contro-
versy for deciding to exempt politicians from
its fact-checking program and allowing posts
by former President Donald Trump that ac-
cording to civil rights advocates promoted
hate speech and voter suppression.’”

In addition to buy-in from management, a
successful racial equity audit requires board
involvement. Board oversight includes ensur-
ing that the racial equity audit is conducted
properly and that management effectively ad-
dresses the issues that are identified by the au-
dit. Investors are uniquely positioned to hold
boards responsible when they fail to exercise
the oversight needed for companies to under-

take rigorous audits that actually help to iden-
tify and manage the risks of systemic racism.

In 2023, the largest asset managers squan-
dered an opportunity to hold JPMorgan
Chase’s directors accountable for the compa-
ny’s failure to select a qualified and indepen-
dent auditor to conduct its racial equity audit.
In 2020, JPMorgan announced a five-year $30
billion commitment towards efforts to close
the racial wealth gap.” While many financial
institutions made such pledges in the wake of
George Floyd’s murder, JPMorgan’s was by far
the largest!® Then in 2021, SOC Investment
Group filed a proposal at JPMorgan requesting
that the company “oversee a racial equity audit
analyzing [the company’s] adverse impacts on
nonwhite stakeholders and communities of
color.™® The proposal received forty percent
support, with six of the largest asset manag-
ers — including BlackRock—voting in favor, and
two asset managers—Franklin Templeton and
Nuveen-recording mixed votes.®® SOC Invest-
ment Group re-filed the proposal in 2022, but
withdrew it after JPMorgan agreed to conduct
a third-party racial equity audit.'®

In November 2022, JPMorgan released the re-
sults of its audit, which was narrowly focused
on its $30 billion commitment.”” The report
was roundly criticized by SOC Investment
Group for failing to live up to the standards
of a quality racial equity audit.®® For one, the
report was authored by JPMorgan rather than
by the third-party auditor. Second, the au-
dit was conducted by JPMorgan's longtime
financial auditor PriceWaterhouseCoopers
(PwC), which has little expertise in civil rights
and racial equity. PwC admits as much in its
third-party attestation examination, stating
that its opinion does not “cover or provide as-

surance on whether or not JPMorgan Chase
is achieving its commitment to advance eco-
nomic growth and opportunity for Black, His-
panic, and Latino communities” — effectively
undermining the entire exercise of a racial eq-
uity audit.®® Perhaps in part due to PwC’s lack
of subject-matter expertise, the report was
also missing key elements of a quality racial
equity audit. Among other things, the scope of
the report was undefined and incomplete, the
report did not include any auditor’s recom-
mendations, and it did not list which, if any,
stakeholders were consulted.

In light of the racial equity audit’s shortcom-
ings, SOC Investment Group launched a “Vote
No” campaign against audit committee chair-
man Timothy P. Flynn in 2023. In its exempt
solicitation, the organization argued that JP-
Morgan’s decision to retain PwC as its finan-
cial auditor and racial equity auditor presented
a potential conflict of interest that could have
compromised PwC’s independence™ Flynn,
they claimed, “bears primary responsibility
for failing to properly apply JPM’s stated pol-
icies” related to auditing standards. Ultimately,
shareholders re-elected Flynn with 92 percent
of the vote. For comparison, support for S&P
500 directors at financial services companies
averaged 96.5 percent in 2023. Of the six as-
set managers that voted for SOC Investment
Group’s proposal in 2021, four voted to reelect
Flynn, effectively excusing JPMorgan for short-
changing the same racial equity audit process
they had supported several years prior. Amun-
di was the only one of the six original support-
ers to vote against Flynn’s reelection. Welling-
ton recorded a mixed vote, with 54 percent of
its funds opposing Flynn’s reelection.™




Walmart is the largest private sector employer
in the US, as well as the largest private sec-
tor employer of Black, Latino, and women in
the country.™” As a low-wage employer with
huge economic power, the company has an
outsized influence in perpetuating racial dis-
parities in labor markets and local economic
development.

Walmart has faced several recent lawsuits and
controversies alleging discriminatory hiring
and promotion practices, pay inequity, and
lack of racial diversity in leadership positions.
In 2022, the U.S Equal Employment Oppor-
tunity Commission sued Walmart for gender
and race discrimination for giving a Black fe-
male employee an unsanitary lactation space
based on her race and failing to promote her
based on gender stereotypes about mothers
with small children."® In the summer of 2020,
Walmart’s CEO committed to prioritizing the
recruitment and development of its Black
workers — yet the company has received a
failing grade from investors on racial and gen-
der pay equity for three straight years.™* Black
employees make up 21 percent of Walmart’s
hourly workforce but only twelve percent of
management and 9.5 percent of officers. In
a recent survey of Walmart’s senior leadership,
high-ranking Black managers described career
advancement as difficult and said they would
not recommend working at the company."®

Walmart’s compensation model also dispro-
portionately affects its Black workers, who are

more likely to be in low-wage sales associate
positions. Walmart’s average starting wage
($12/hour) is less than the average starting
wage at competitor big-box retailers such as
Amazon and Target ($15/hour).” Firm-wide
annual employee turnover is around seventy
percent and almost certainly concentrated
among sales associates."® Walmart’s wages are
so low that its workers are the biggest recipi-
ents of Medicaid and SNAP benefits in most
states.™®

Walmart also systematically underinvests in
low-income communities of color. The com-
pany’s lower prices are often seen as a boon
for households in disadvantaged neighbor-
hoods.”® However, its low prices obscure the
negative impact it has on local labor markets
and economic development. Contrary to the
belief that Walmart is a “job creator,” the en-
try of Walmart into communities is associated
with increases in county-wide poverty rates
and large declines in aggregate local employ-
ment, earnings, and labor force participation.”
Moreover, one study found that “Poor cus-
tomer service is unevenly distributed across
Walmart stores in ways that reproduce racial
and socioeconomic disadvantage™— a practice
the researcher calls “consumer redlining” to
capture the company’s systematic neglect of
stores in communities of color.”? This dynam-
ic often results in Walmart closing “unprofit-
able” stores in communities of color, leaving a
void not easily filled by smaller independent
businesses, many of which are driven out

of business when the retail giant enters the
neighborhood.” For example, in April 2023,
Walmart closed four stores in Chicago, three
of which were located in predominantly Black
and Brown neighborhoods that have long
struggled with grocery and retail access.** The
closures came after Walmart highlighted its ef-
forts in Chicago as a “critical part” of the $100
million racial equity pledge it made in the af-
termath of George Floyd’s murder.

In 2023, shareholders filed a proposal at
Walmart asking the company to conduct a ra-
cial equity audit analyzing its adverse impacts
on BIPOC communities.”® The lead propo-
nent, United for Respect, suggested that the
audit would help mitigate reputational, regula-
tory, legal, and human capital risks, in addition
to helping Walmart “obtain a complete picture
of how it contributes to, and could help dis-
mantle, social and economic inequality.”” ISS
and Glass Lewis both supported the proposal,
while State Street was the only one of the Big
Four to support it. The proposal received eigh-
teen percent support among all shareholders
and 42 percent support among independent
shareholders.”

United for Respect has refiled in 2024 due to
Walmart’s failure to adequately respond to
the 2023 proposal, which received substantial
support from non-insider independent share-
holders. Majority Action recommends that
investors vote for this proposal.
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sity is not only a bottom-line issue affecting
itiveness and financial performance. It is

tally important social issue. How companies
trate their commitments to diversity have real
pacts on how underrepresented minorities

are treated in society, especially during a time when
diversity, equity, and inclusion efforts are contracting in
reaction to the Supreme Court decision on affirmative
action. We believe board diversity should be a top priority
of every company’s efforts to deliver long-term value to
its shareholders and all stakeholders.”

— Hyewon Han, Trillium Asset Management

People of color are 41 percent of the United
States population, yet the highest echelons
of corporate America remain overwhelming-
ly white!® Lack of racial and ethnic diversi-
ty on boards and in executive leadership is a
reflection of how occupational segregation
and labor market discrimination prevent un-
derrepresented racial minority populations
from moving up in corporate institutions.®
Therefore, increasing racial and ethnic board
diversity “is an integral part of the broader ef-
fort to eradicate racial bias and discrimination
in employment patterns, and thus to respond
to inequities in the labor market.”!

Research shows that increases in racial and
ethnic board diversity lead to increases in ra-
cial and ethnic diversity at the managerial and
staff level, suggesting that diversity practices
in the boardroom have a “trickle-down effect”
that help to redress barriers to promotion and
advancement facing people of color in the
workplace.!®? Greater racial and ethnic board
representation also leads to better company
performance and corporate governance. A
number of studies have found that companies
with more racial and ethnic board diversity
outperform their peers on financial measures
such as earnings growth and profitability.”
More racial and ethnic diversity across all lev-
els of the workforce, including the boardroom,
also presents business opportunities to devel-
op products and services tailored to BIPOC
communities, who have more than $5 trillion
in buying power and are becoming an in-

creasingly larger share of the US population.’®*
From a governance perspective, more diverse
boards are shown to be less susceptible to
groupthink and in-group bias, which have
long dogged board decision making®® Less
groupthink can in turn translate into more
vigorous board oversight and hold executive
leadership accountable®® BlackRock’s own
stewardship team notes that more board di-
versity “leads to better long term economic
outcomes for companies” and “contributes to
more robust discussions and more innovative
and resilient decisions.™

The cultural reckoning following the 2020
murder of George Floyd drew attention to the
exclusion of Black people from corporate lead-
ership ranks and ignited public, corporate, and
investor interest in racial and ethnic board di-
versity. Corporations made pledges to increase
the number of people of color, especially Black
directors, on their boards®® Since then, the
number of S&P 500 companies with all-white
boards has steadily declined from 64 in 2020
to just three in 2023.2° while the percentage
of new directors who self-identify as people of
color has doubled since 2013.140

Despite these strides, the pace of diversifi-
cation slowed significantly in 2023. Only 36
percent of newly appointed S&P 500 directors
were people of color in 2023, down from forty
six percent in 2022.* The share of Black direc-
tors appointed to new board seats decreased
from 26 percent to fifteen percent, regressing

to levels closer to those seen before George
Floyd’s murder® Meanwhile, the share of
first-time S&P 500 directors who self-identify
as people of color decreased from 61 percent
in 2022 to 36 percent in 2023 — including a
twenty one percentage point drop for first-
time Black directors and a four percentage
point drop for first-time Latino directors.*
Corporate boards also appear to have cooled
on the recruitment of diverse candidates. A
survey of 141 nominating/governance com-
mittee chairs at S&P 500 companies revealed
that only twenty percent are currently priori-
tizing recruiting women and people of color
for director seats.** Moreover, even after being
appointed to boards, Black directors remain
locked out of influential leadership positions:
In 2022, only fourteen out of the 474 Black di-
rectors in the S&P 500 served as board chairs
or lead directors.*®

As a result, US corporate boardrooms still do
not resemble the racial and ethnic makeup of
the country. As illustrated in Figure 7, over 350
companies in the S&P 500 have less than thir-
ty percent racial and ethnic representation on
their boards. According to Deloitte’s Missing
Pieces report, at the current pace of change,
“there is no period where the total proportion
of board seats held in the Fortune 500 by indi-
viduals from underrepresented racial and eth-
nic groups reaches population parity through
at least 2060.746

The corporate backsliding on board diversity
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can be attributed to several factors, including
low board turnover and fewer opportunities
for board refreshment;¥ the overturning of
AB 979, California’s board diversity law;8 and
corporate retrenchment on DEI in the wake

Most asset managers’ proxy voting policies
acknowledge the importance of racial and
ethnic board diversity, and many support
shareholder proposals on board diversity dis-
closure. However, their policies are less robust
when it comes to director accountability. Fig-
ure 8 summarizes asset managers’ and proxy
advisors’ 2023 proxy voting policies on direc-
tor votes related to racial and ethnic board
diversity (see Appendix F to see the actual
language used in each asset manager’s proxy
voting policies). Four insights emerge:

of potential litigation challenges following the
Supreme Court decision in Students for Fair
Admissions v. President and Fellows of Har-
vard College® In this environment of corpo-
rate hesitance and retreat, it is more import-

1. Sixout of eighteen asset managers do not
articulate any minimum diversity expec-
tation related to race and ethnicity.

The ten asset managers and two proxy
advisors that do commit to a minimum
diversity expectation are satisfied if com-
panies have just one director of color on
their boards. Given that the average S&P
500 board contains eleven members, this
sets the floor at merely nine percent racial
and ethnic representation.’

Two asset managers—BlackRock and
Capital Group - articulate a minimum di-
versity expectation but do not specify any
accountability consequences.
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ant than ever that asset managers wield their
proxy voting power to push companies to re-
commit to diversity goals.

The successful corporate gender diversity
campaigns of the late 2010s provide a blue-
print for how asset managers — particularly the
Big Four — can use their large public company
holdings and proxy voting power to effectu-
ate broad-based changes to racial and ethnic
board composition. Beginning in 2017 on the
heels of the #MeToo movement, State Street,
BlackRock, and Vanguard applied concerted
pressure on public companies to add more
women directors to their boards. They did so
by adopting and enforcing proxy voting poli-
cies of voting against directors at companies
failing to make progress on board gender diver-
sity. Both State Street and BlackRock defined
a minimum diversity expectation, with State
Street focusing on companies with no women
directors and BlackRock focusing on compa-
nies with fewer than two. Researchers found
that the three asset managers’ gender diversi-
ty campaigns led to a 2.5-fold increase in the
number of women directors on US corporate
boards between 2016 and 2019.%° They also
found that at companies targeted by the three
asset managers, women directors were more
likely to assume leadership positions such as
chair of the nominating committee, where
they could more effectively manage the board
pipeline and drive governance changes.” The
gains shepherded by State Street, BlackRock,
and Vanguard's gender diversity campaigns
illustrate the impact that asset managers can
have when they set minimum diversity expec-
tations and use director votes to hold boards
accountable to those expectations.

4. Four asset managers plus ISS provide
all-white boards a grace period before en-
acting voting sanctions. For example, JP-
Morgan might not oppose the nominating
committee chair of an all-white board if
there are “mitigating factors” like the “re-
cent retirement of relevant directors.”?
Morgan Stanley may not vote against the
nominating committee chair of an all-
white board if the company has a “credi-
ble diversity strategy.”>* ISS makes an ex-
ception “if there was racial and/or ethnic
diversity on the board at the preceding
annual meeting and the board makes a
firm commitment to appoint at least one
racial and/or ethnic diverse member with-
in a year.”®
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While most asset managers’ proxy voting
policies allow for the possibility of using
director elections to hold boards account-
able to racial and ethnic diversity goals,
only some asset managers actually deploy
this lever. This is evidenced by how asset
managers voted in director elections at the
three S&P 500 companies that ran slates of
all-white director nominees — Caesars Enter-
tainment, Inc., Chubb Ltd., and Dover Corpo-
ration.!

Figure 9 examines how asset managers vot-
ed in director elections involving members of
the nominating and governance committees
at Caesars, Chubb, and Dover. Sharehold-
er support for the nominating committee
members at these three companies was no-
tably low, ranging between 73 to 89 percent.
For comparison, support for directors across
the entire S&P 500 averaged 96 percent in
2023.%” However, among the eighteen larg-
est asset managers, only two — Nuveen
and Goldman Sachs — voted against all
seven nominating committee members
at all three companies. Although its proxy
voting policy is sparse on racial and ethnic
board diversity, Nuveen explicitly cited “Board
Quality — Diversity” in its vote rationale for all
seven directors.”® Goldman Sachs voted in ac-
cordance with its proxy voting policy, which
explicitly states that it will withhold its vote
or vote against nominating committee mem-
bers at S&P 500 companies where “the board
does not have at least one diverse director
from a minority ethnic group.”™ Seven asset
managers, including two of the Big Four
— BlackRock and Vanguard — voted to re-
elect all nominating committee members
across all three companies. State Street and
Fidelity voted against some or all of the nom-
inating committee members at Caesars, but
voted in favor of all the nominating committee
members at Chubb and Dover.

Of the three companies with all-white boards,
Caesars was the only one where the chair of
the nominating committee, Frank J. Fahren-
kopf, Jr., was up for reelection. Caesars was also
the only company where the entire nominat-
ing committee was white and male. Ten out
of eighteen asset managers voted against
re-electing Fahrenkopf, who saw his sup-
port plummet from 98 percent in 2022 to
just 76 percent in 2023. Glass Lewis, BNY
Mellon, Vanguard, and JPMorgan support-
ed Fahrenkopf’s reelection despite their
proxy voting policies stating they may op-
pose the nominating committee chair if
the board has no racial or ethnic diversity.

Section 03: Director Accountability for
Racial and Ethnic Board Diversity

The board composition issues at Caesars,
Chubb, and Dover point to the need for as-
set managers to raise their standards for the
minimum level of racial and ethnic board di-
versity. All three companies had one director
of color on their boards the previous year. At
Caesars, the sole director of color resigned
eleven months before the annual meeting to
assume another position.® At each of Chubb
and Dover, two directors, including the sole di-
rector of color, retired at the conclusion of the
2023 annual meeting, leaving two board seats
vacant.® None of the three companies nomi-
nated a racially or ethnically diverse candidate
to replace the departing director(s), choos-
ing to instead run slates of all-white director
nominees. 96 S&P 500 boards currently have
only one director of color, meaning that these
boards — like Caesars, Chubb, and Dover — are
just one resignation or retirement away from
potentially becoming all-white.'®?

The fact that asset managers expect portfolio
companies to have just one director of color
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- and that many provide grace periods before
activating director accountability measures —
does little to incentivize boards to build and
maintain robust pipelines for recruiting di-
verse candidates. Furthermore, research sug-
gests that there needs to be a critical mass
of racially and ethnically diverse directors
in order for the “diversity benefit” to be real-
ized and to actually influence corporate de-
cision-making.®® Indeed, 228 of the 400 S&P
500 companies with two or more directors of
color still have less than thirty percent racial
and ethnic board representation.®* To that
end, asset managers must articulate and en-
force diversity standards that actually lift the
floor and trigger meaningful changes in how
boards operate and govern. Majority Action
recommends that asset managers increase
the minimum racial and ethnic diversity
expectation for US companies to thirty
percent with the eventual goal of bringing
corporate boardrooms into parity with the
diversity of the US population.

Summary of Asset Managers’ and Proxy Advisors’ 2023
Proxy Voting Policies: Board Accountability for Racial

165

and Ethnic Diversity

May oppose certain directors, including chair and members of the E‘g llﬁl/lman SHENS
nominating commitee,*® if company has no directors of color T

Fidelity
May oppose chair of nominating committee if company does not have State Street
at least one director of color or board is lacking sufficient racial or ethnic Glass Lewis
diversity BNY Mellon
May oppose chair of nominating committee if board has no racial and ethnic Morgan Stanley
diversity, but makes exceptions for certain cases, such as when relevant Wellington
directors have retired, director search is ongoing, company has a credible ISS
diversity strategy, company commits to appointing a diverse director within JPMorgan
one year, etc Vanguard
Articulates expectation that company have at least one racially diverse BlackRock

director, but does not mention applying voting sanctions

Capital Group

Does not articulate a minimum expectation on racial or ethnic board Nuveen
diversity. Acknowledges the importance of board diversity with respect to Northern Trust
race alongside other markers such as gender, age, skills, background, etc. T.Rowe Price
May vote against chair or members of nominating committee if there are Invesco
concerns about board diversity more generally Amundi

No mention of racial or ethnic diversity Geode

Figure 8: Summary of Asset Managers’ and Proxy Advisors’ 2023 Proxy Voting Policies: Board Accountability for Racial and Ethnic

Diversity

Note: See Appendix E for actual language excerpted from 2023 proxy voting policies
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Asset Manager Votes at Companies That Ran All-White Director Nominee Slates

COMPANY CAESARS ENTERTAINMENT CHUBB LIMITED DOVER CORPORATION

DIRECTOR Frank J. DonR. David P. FrancesF. Michael P. Kristine C. Michael F.
NOMINEES ' Fahrenkopf * Kornstein Tomick Townsend Connors Graham Johnston
OVERALL
swarchoLoer | JGK 84’ 88% 16% 13% 89% 89%
SUPPORT

Goldman Sachs
Nuveen

Amundi

LGIM

Fidelity
Franklin Templeton
Morgan Stanley
Northern Trust
State Street
Wellington
=

Capital Group
BlackRock
BNY Mellon
Geode

Invesco
JPMorgan

T. Rowe Price

Vanguard

Glass Lewis

. Voted No

. Mixed Vote . Voted Yes I:I N/A

Figure 9: Asset Managers Votes at Companies That Ran All-White Director Nominee Slates

Source: Majority Action analysis of data obtained from Diligent Market Intelligence

Note: Geode did not vote in the director elections for Frances Townsend or Michael Connors. State Street voted to abstain in the director election for Michael Connors. Chubb does not include
nonvotes or abstentions in the vote count for director elections. Capital Group does not appear to have any holdings in Dover Corporation

1Only includes director nominees who are members of the Nominating and Governance Committees

* Denotes a director nominee who serves as Chair of the Nominating and Governance Committee




vanguard notably weaken ed Majority Action’s comparison of Vanguard’s 2023'” and 2024 poli-

cies finds the following:

its language on director

- = B Vanguard's 2024 policy continues to articulate a minimum diver-
accou ntablllty for I'aCIal and sity expectation ("A board should also, at a minimum, represent
ethni C b Oard diversity in its diversity of personal characteristics, inclusive of at least diversity

in gender, race, and ethnicity on the board”), but this expectation

2024 proxy voting pOliCieS, is no longer in the section titled “Escalation process: Director and
= committee accountability.”
effective February 2024

B Vanguard’s 2023 policy stated that it will generally vote against
the nominating committee chair if a company’s board is “making
insufficient progress in its diversity composition.” Its 2024 policy
removes explicit reference to diversity and instead says that Van-
guard will oppose the nominating committee chair if the board
is “not taking action to achieve board composition that is appro-
priately representative, relative to their markets and the needs of
their long term strategies.”

B Vanguard’s 2024 policy deletes the detailed discussion of board
diversity disclosure included in its 2023 policy.

B Vanguard’s 2024 policy no longer considers insufficient board
diversity disclosure to be grounds for opposing the nominating
committee chair.

These changes are especially concerning given Vanguard’s already
high support for all-white boards in 2023.

For more information, including a redline comparison of key passag-
es and suggested questions for clients, see Majority Action’s memo,
Vanguard's 2024 Proxy Voting Guidelines: A Step Backwards on Board
Diversity?, available at the Majority Action website.



majorityaction Section 04: Corporate Political Transparency Page 28

Corporate
Political
Transparency




Section 04: Corporate Political Transparency

Page 29

stors and the public have a right to
when companies say one thing

lic but do another behind closed
with their lobbying and political

spending. A lack of lobbying and
political spending transparency creates
reputational risks that can seriously
jeopardize investors’ funds.”

— Jon Golinger, Public Citizen

Corporations have captured the US political
system, undermining democracy and halting
progress towards racial equity. Through their
electoral spending, corporations have sys-
tematically depressed the political power of
BIPOC populations and have pushed policy
priorities that target and exploit communi-
ties of color. Due to systemic racial inequities,
people of color are underrepresented in the
corporate donor class, whose large contribu-
tions play a decisive role in the fate of polit-
ical campaigns and in the setting of national
and state policy agendas.®® Since the Citizens
United decision, corporate money has flood-
ed state legislative races, resulting in racial
gerrymandering, restrictions on voting rights,
and minority rule in states across the coun-
try.” Corporate lobbyists have exacerbated
racial inequities by blocking environmental
and consumer protection regulations, defeat-
ing attempts to raise the minimum wage, and
passing laws curtailing people’s right to orga-
nize and protest.” In short, unbridled corpo-
rate influence in politics takes democracy out
of the hands of everyday people and allows a
small group of mostly white corporate actors
to use government to further consolidate and
entrench their wealth and power.

Moreover, corporations’ political agendas of-
ten contradict and undermine the public-fac-
ing statements they make on issues such as
racial justice, democracy, and human rights.
Following the 2020 murder of George Floyd,

corporations made statements condemning
racial injustice to align themselves with the
political moment.” Yet in 2022, those same
corporations funneled millions of dollars to
state legislative candidates who have voted
to restrict voting rights, criminalize abortion,
and ban discussions of race in public educa-
tion.”? Likewise, after the January 6th insurrec-
tion at the US Capitol, companies pledged to
halt contributions to election objectors in the
name of upholding democracy. Yet these com-
panies resumed their political contributions in
subsequent election cycles — and their cor-
porate lobbyists never stopped donating to
election objectors even when the company
bans were in place.”

Corporations are emboldened to act with such
impunity in part because they are not required
to provide comprehensive disclosure of their
political spending and lobbying activities. The
current disclosure regime allows companies to
shroud their political spending in secrecy and
duck accountability by contributing money
from corporate treasury funds to third-party
political groups like trade associations, 527s,
and 501(c)4s. While corporations are subject
to federal lobbying requirements, their lobby-
ing activities at the state and local level are
often obscured from view because of the in-
adequacies of and disparities in state and local
disclosure laws.” Furthermore, current federal
lobbying disclosure rules do not require cor-
porations to disclose their lobbying positions,

making it difficult to ascertain whether a com-
pany is lobbying in ways that are inconsistent
with its public statements and commitments.

In addition to eroding democracy and exacer-
bating racial inequities, corporate influence on
elections and public policy poses risks to com-
panies and to the investors who hold shares in
those companies. It is well documented that
companies expose themselves to reputation-
al, financial, and operational risk when they
engage in political spending and when their
political and lobbying activities do not align
with their stated values.”® As noted in a recent
Fortune article, corporations that donated to
election objectors in 2022 incurred reputa-
tional costs due to backlash from customers
and employees.”” Unchecked corporate polit-
ical influence™ also poses risks to the long-
term portfolios of diversified investors. While
political rent-seeking in the form of election
spending or lobbying may help one company,
it can cause externalities for other companies,
taxpayers, consumers, and workers — which
ultimately hampers economic value creation
and portfolio growth upon which long-term
diversified investors depend.” Lack of cor-
porate political transparency also means that
everyday investors are kept in the dark about
the electoral and policy campaigns they are
indirectly funding, which may not be aligned
with their interests or values.
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Figure 10: Percent of political spending & lobbying disclosure proposals supported in 2023
Source: Majority Action analysis of data obtained from Diligent Market Intelligence

Twenty-five political spending and lobby-
ing disclosure proposals were put to a vote
in 2023. Three asset managers — LGIM,
Amundi, and Northern Trust — voted for
all proposals, while four others — Nuveen,
Invesco, Morgan Stanley, and Franklin
Templeton — voted for 75 percent or more
of the proposals. The Big Four, along with
Capital Group, Goldman Sachs, and T.
Rowe Price, were the asset managers with
the worst voting records. Their voting be-
havior deviated sharply from the recom-
mendations of both ISS and Glass Lewis,
which endorsed 92 and 76 percent of all
proposals, respectively.

With the exception of Vanguard, the Big
Four were more supportive of political
spending disclosure proposals than lobby-
ing disclosure proposals. Of the six political
spending disclosure proposals put to a vote
in 2023, Fidelity supported 67 percent, State
Street supported sixty percent, BlackRock
supported 33 percent, and Vanguard support-
ed none’® In comparison, of the nineteen
lobbying disclosure proposals put to a vote,
Fidelity supported none, State Street sup-
ported seventeen percent, and BlackRock and
Vanguard each supported five percent. All four
asset managers voted against the lobbying dis-
closure proposal filed at McDonald’s, which
was the only disclosure proposal to achieve
majority support in 2023. The Big Four’s lack

of support for lobbying disclosure proposals is
particularly glaring given the gaps and deficien-
cies in state lobbying disclosure requirements;
98 percent of S&P 500 companies do not dis-
close how much they spend on lobbying at the
state level, which is increasingly where conse-
quential policy decisions are being made.'®?
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In addition to political disclosure proposals,
shareholders voted on thirteen “political con-
gruency” proposals in 20238 These propos-
als call on companies to identify and explain
misalignments between their political spend-
ing and lobbying activities and their stated
corporate values and commitments on issues
such as diversity, inclusion, climate change,
and healthcare access. The leaders on po-
litical and lobbying disclosure — LGIM,
Amundi, Northern Trust and to a lesser
extent Morgan Stanley — were also leaders
on political congruency. Meanwhile, eight
asset managers voted against all thirteen
political congruency proposals. The proxy
advisors diverged sharply on this set of
proposals, with ISS recommending 77 per-
cent and Glass Lewis recommending just
fifteen percent.

Asset managers backtracked in a major
way on political congruency in 2023, as il-
lustrated by Figure 12. Capital Group went
from supporting 82 percent of such pro-
posals in 2022 to none in 2023. The next
largest backsliders were T. Rowe Price,
JPMorgan, and Invesco, whose support
decreased by more than forty percentage
points. This backsliding is especially concern-
ing given extensive reporting that came out at
the end of 2022 revealing that corporations
had contributed more than $61 million to elec-
tion objectors in the midterm cycle.'®*

in2023
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Figure 11: Percent of political congruency proposals supported in 2023
Source: Majority Action analysis of data obtained from Diligent Market Intelligence
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2022vs.2023
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Case Studies

Lobbying Disclosure
Proposal at Eli Lilly

The pharmaceutical giant Eli Lilly is a cau-
tionary tale for how corporate lobbying can
entrench and exacerbate racial inequities.

Eli Lilly spent millions of dollars in 2023 lobby-
ing against bills that aimed to reduce prescrip-
tion drug prices.®® The company’s CEO is on
the board of the Pharmaceutical Research and
Manufacturers of America (PhRMA), a pow-
erful trade group that spent $29.2 million to
lobby Congress and federal agencies in 2022.1%
PhRMA sued to invalidate the provision in the
Inflation Reduction Act that allows Medicare
to negotiate lower prescription drug prices.®
High drug prices perpetuate racial and ethnic
health inequities.®® According to the Depart-
ment of Health and Human Services, “Among
adults 65 and older, Black Medicare beneficia-
ries were roughly 1.5 times as likely as White
beneficiaries to have trouble affording medica-
tions, and about two times as likely to not fill
needed prescriptions due to cost.”?

On the state level, Eli Lilly has lobbied against
legislation to cap the price of insulin, the
company’s biggest revenue generator. Eli Lilly
lobbyists have strong-armed state lawmakers
into accepting a suboptimal policy solution —
copay caps for people with private insurance
only — that allows the company to reap high
profit margins while offering no relief to pa-
tients on federal health plans like Medicare.'
Eli Lilly’s efforts to obstruct and weaken leg-
islation seeking to lower the price of insulin
disproportionately harm communities of col-
or, who as a result of structural inequities are
more likely to have diabetes, be uninsured or
underinsured, and face economic barriers to
accessing insulin.

SEIU filed a lobbying disclosure proposal at Eli

Section 04: Corporate Political Transparency

Lilly in 2021, 2022, and 2023. They noted that
Eli Lilly did not adequately disclose its state
lobbying activities, its membership in trade as-
sociations that engage in lobbying, or its mem-
bership in tax-exempt organizations that write
and endorse model legislation.!”> The proposal
received 48 percent support in 2021, 37 percent
support in 2022, and 31 percent support in
2023. BlackRock, Vanguard, and State Street
voted against the proposal all three years, de-
viating from the recommendations of ISS and
Glass Lewis. Fidelity voted for the proposal in
2021, but voted against it in 2022 and 2023.

Political Congruency
Proposal at Wells
Fargo

Wells Fargo is a prime example of a corpora-
tion with far-reaching economic power whose
political spending and lobbying activities belie
its public pronouncements on racial equity. In
2020, Wells Fargo, along with several other cor-
porations, issued a joint statement committing
to “investing in substantive change in our or-
ganizations and the communities we serve to
address racial inequities and social justice.”*
Yet the bank has a long and ongoing history of
discriminatory and exploitative business prac-
tices targeting Black borrowers.!®* Through
its trade associations, the Consumer Bankers
Association (CBA) and American Bankers
Association (ABA), Wells Fargo has lobbied
against consumer regulation related to pred-
atory “junk fees,” which disproportionately
target working class people of color!® In the
first three quarters of 2023, the CBA and ABA
spent $2.7 million and $6.4 million, respective-
ly, to oppose legislation seeking to crack down
on exploitative overdraft fees.*® In 2022, Wells
Fargo generated more revenue from overdraft/
non-sufficient fund fees — $1.3 billion — than
any other bank!”” These types of fees con-

tribute to the disproportionate financial costs
borne by Black and Latino households, who
are 1.9 and 14 times more likely to overdraft
on their checking accounts than white house-
holds.*

Wells Fargo is also a sponsor of the State Fi-
nancial Officers Foundation (SFOF), an Amer-
ican Legislative Exchange Council-affiliated
group that is at the forefront of state level at-
tacks on ESG investment policies.®® SFOF has
pressured major asset managers — including
BlackRock and State Street — to excise consid-
erations of racial equity and carbon emissions
reductions from their investment strategies,
despite the fact that such strategies are critical
to ensuring long-term value creation for diver-
sified investors.2®

Like many companies, Wells Fargo’s corporate
political action committee (PAC) paused all
political donations following the January 6th,
2021 insurrection. Wells Fargo subsequently
announced that its PAC strategy would “take
into consideration the actions of elected of-
ficials who objected to the Electoral College,”
and pointed to the policy shift as a reflection
of the company’s respect for the nation’s laws
and commitment to fostering diversity, equity,
and inclusion.” Yet a leaked internal “Trans-
parency Report” detailing Wells Fargo’s polit-
ical spending in 2021 and the first quarter of
2022 did not include consideration of whether
the candidate denied the 2020 election results
among the company PAC’s “contribution cri-
teria.”? In 2022, Wells Fargo gave $158,000
to members of Congress who voted against
the certification of the 2020 election.?® Since
2019, Wells Fargo has contributed at least
$252,250 to the Republican Governors Associ-
ation (RGA), $100,694 to the Republican State
Leadership Committee (RSLC), and $50,285
to the Republican Attorneys General Associ-
ation (RAGA)** RGA, RAGA, and RSLC are
partisan political groups that have contribut-
ed to candidates for state political office who
have denied the 2020 election results and who
have supported legislation undermining vot-
ing laws, eliminating affirmative action, and
erasing Black history from public education
curricula.®®

In 2023, shareholders filed a political congru-
ency proposal at Wells Fargo, noting the afore-
mentioned myriad misalignments between its
public statements and political activities. The
proposal received 29 percent support, with the
four largest asset managers voting against it.
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2 J
The. Blg Four’s Corporate Political Transparency Proposals at Eli
Voting Influence Lilly and Wells Fargo Could Have Reached Majority
Support with Backing from the Big Four

The Big Four asset managers voted against
both the lobbying disclosure proposal at Eli
Lilly and the political congruency proposal at
Wells Fargo. Going into the 2023 proxy sea-
son, the Big Four collectively held 25 percent ELI LILLY
of common stock in Eli Lilly and thirty per-
cent in Wells Fargo. As illustrated by Figure
13, given their substantial holdings, their deci- WELLS FARGO
sion to vote against greater corporate political
transparency played a pivotal role in defeating
these proposals.

0% 100%

6 SUpPpPOr tate Street % idelity %
% S t S S % CSO Fidelity % CSO
Geode % CSO BlackRock % CSO Vanguard % CSO

Figure 13: Corporate Political Transparency Proposals at Eli Lilly and Wells Fargo Could Have Reached Majority Support with
Backing from the Big Four

Source: Majority Action analysis of data obtained from Diligent Market Intelligence

Note: Includes Geode, which sub-advises Fidelity’s passive investment funds. Analysis assumes each manager votes all shares
that it holds. A full methodological discussion can be found in Appendix A
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labor practices can erode shareholder value
reputational damage and legal risks. As long-
vestors, we insist that responsible employers
the fundamental labor rights of their workers.
terference with union organizing and good faith
ve bargaining should be a basic standard for

good business conduct at...all companies.™
— New York City Comptroller Brad Lander

Freedom of association and collective bargain-
ing play a critical role in the movement for ra-
cial equity. Labor unions help to reduce centu-
ries of entrenched racial disparities in wages,
healthcare access, and economic security. Re-
search shows that Black and Latino workers
get a larger boost in wages from unionization
— thirteen percent and nineteen percent, re-
spectively — than their white counterparts.?”’
Compared to Black non-union workers, Black
union workers are eighteen percentage points
more likely to have employer-sponsored in-
surance and nineteen percentage points more
likely to have an employer-sponsored retire-
ment plan.?® Freedom of association is espe-
cially important for workers doubly-burdened
by racial discrimination and occupational seg-
regation, because it is what the International
Labour Organization calls an “enabling right”
that unlocks other workplace rights.2® This
is evidenced by the campaign at the federal
service contractor Maximus, where Black and
Latina workers have exposed racial inequities
in hiring and promotions practices in the pro-
cess of organizing to form a union.?°

2023 was a historic year for US workers, who
staged hundreds of strikes® and won im-
pressive bargaining victories at some of the
nation’s largest corporations.?? The post-pan-
demic era has also unleashed a wave of new
workplace organizing; the National Labor
Relations Board (NLRB) saw the number
of union election petitions increase by 58
percent between 2021 and 202328 Yet these
unionization campaigns have frequently been
frustrated by allegations of employer interfer-
ence, coercion, and retaliation.?* According to
one study, employers are charged with violat-
ing federal law in forty two percent of union
election campaigns?® Employer interference
acutely impacts workers of color, who are
overrepresented in low-wage industries (such
as retail and service) and geographies (such
as the American South) where many of these

new unionization efforts are taking hold.

In this climate of heightened worker mobiliza-
tion, shareholders are filing resolutions calling
on corporations to respect workers’ rights to
freedom of association and collective bar-
gaining. At a time when US public support for
unions is at an all-time high, companies per-
ceived to be interfering with union campaigns
face reputational risks and costs?® Unions
also improve employee retention and decrease
turnover, enabling companies to weather eco-
nomic shocks and maintain operational stabil-
ity during tight labor markets, such as the years
following the COVID-19 lockdown.?” Studies
have found that union density and collective
bargaining agreements lead to greater produc-
tivity by giving workers a voice and establish-
ing a system of workplace governance where
the employer and employees are mutually
responsible for firm performance.”® For asset
managers, supporting the right of workers to
organize is aligned with enhancing long-term
shareholder value.?® Given the role that unions
play in closing the racial wealth gap, address-

ing fundamental labor rights in stewardship is
one way for investors to mitigate the systemic
risks of racialized inequality.*

In the 2023 proxy season, seven freedom of
association proposals were put to a vote at
companies such as Amazon, Wells Fargo,
and Delta Airlines.? With the exception of
the Starbucks proposal — discussed in great-
er detail in the next section — these propos-
als asked companies to commit to a policy of
non-interference when employees exercise
their right to form or join a trade union, and
to engage in good faith and timely collective
bargaining. Of the eighteen largest asset
managers, LGIM and Morgan Stanley were
the only ones to vote for all seven propos-
als. The proxy advisors were also largely
supportive — Glass Lewis recommended
voting for all seven proposals, while ISS
recommended voting for all but one. Mean-
while, six asset managers — including two
of the Big Four, BlackRock and Vanguard
— voted against all seven freedom of asso-
ciation proposals.

Percent of Freedom of Association Proposals
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Figure 14: Percent of Freedom of Association Proposals Supported in 2023
Source: Majority Action analysis of data obtained from Diligent Market Intelligence

Note: N = 7 proposals filed at US-based S&P 500 companies
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Past and upcoming actions at Starbucks show
how investors can chart a path of escalation
from informal engagement, to shareholder res-
olutions, to director elections when corpora-
tions are perceived as failing to mitigate risk,
respond to investor concerns, and prioritize
long-term company health and shareholder
value.

Starbucks workers began organizing to form
a union in 2021, citing concerns around short
staffing, unpredictable scheduling, and low
wages, among other issues.’? Since then, 381
stores covering 9,446 workers have voted to
unionize?® The Starbucks union campaign
has been rankled with allegations of employ-
er interference. As of February 2024, NLRB
administrative judges have issued 48 rulings
against Starbucks, including illegally threat-
ening and firing union organizers and interfer-
ing with the agency’s investigation process.?*
A September 2023 decision found that the
company had violated federal labor law on a
nationwide scale when it withheld pay and
benefit raises from workers in union stores.?*
In its 2021 Form 10-K filed with the Securities
and Exchange Commission (SEC), Starbucks
acknowledged the reputational risks associat-
ed with its handling of the union campaign,
noting that “our responses to any union orga-
nizing efforts could negatively impact how our
brand is perceived and have adverse effects
on our business, including on our financial
results.”

In March 2022, a group of more than seventy
investors sent Starbucks a letter urging it to

adopt a policy of neutrality, to which the com-
pany did not agree.?”” The next year, a coalition
of shareholders filed a proposal at Starbucks
requesting that the board of directors issue
a third-party assessment of the company’s
compliance with its stated commitments to
freedom of association and collective bar-
gaining. Fidelity and State Street voted for the
proposal, while BlackRock and Vanguard op-
posed it. In its vote rationale, Vanguard stated
that although recent NLRB rulings and the
company actions they referenced “represented
evidence of materialized legal risks,” it would
vote against the proposal, citing “detailed mit-
igation steps [the board and company man-
agement] had taken to oversee risks related to
workers’ rights.”? Despite having the backing
of only two of the Big Four, the shareholder
proposal reached majority support with fifty
two percent of the vote.?

In December 2023, Starbucks released an
abridged version of the third-party assess-
ment, which found among other things that
the company was not prepared for the emer-
gence of union activity and had made mis-
steps due to lack of strong and clear gover-
nance.* Proponents of the 2023 shareholder
proposal have stated that the assessment
raises concerns about board oversight and
accountability, especially because the assess-
ment did not appear to include worker input.?
The Strategic Organizing Center (SOC),
a coalition of unions including SEIU, has
since nominated a slate of three director
candidates for election at Starbucks’ 2024
annual meeting.

Asset Manager Votes on
Freedom of Association

Proposal at Starbucks
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Figure 15: Asset Manager Votes on Freedom of Association

Proposal at Starbucks

Source: Majority Action analysis of data obtained from Diligent

Market Intelligence.
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Recommendations for Asset
Managers and Investors

Given the company-specific and portfolio-wide significance of racially
inequitable corporate practices on long-term shareholder value, asset
managers should review and update their stewardship and proxy vot-
ing policies to incorporate a comprehensive racial equity lens. This in-
cludes establishing the reduction of racial inequities as a goal of their
proxy voting policies, consistent with their fiduciary duty to manage
systemic risks.

Acknowledge that racial inequity is a systemic risk which neg-
g atively impacts value at individual companies and across port-
folios.

Acknowledge that a wide range of proxy voting categories can

2. result in positive or negative racial equity impacts, and indicate
(a) which proxy voting policies have been reviewed for racial
equity impacts, and (b) the process for ongoing review.

Adopt a default position of generally supporting proposals to
3. conduct comprehensive independent racial equity audits, un-
less the company has: (a) already conducted such an audit that
meets best-practice standards within the last five years, and (b)
established a governance mechanism for ongoing oversight of
racial equity across their products, practices, and policies.

ethnic diversity on US S&P 500 boards and require companies
to publish board diversity disclosures that include directors’ ra-
cial and ethnic identities. Enforce voting sanctions against rel-
evant committee and/or board leadership at companies failing
to meet these standards. Set a medium-term target for US S&P
500 boards to achieve parity with the US racially and ethnically
diverse population (currently forty one percent and rising).

4 Set a minimum expectation of at least thirty percent racial and
]

Adopt a default position of generally supporting proposals that

5. seek to increase corporate political transparency, including pro-
posals on political congruency and political spending and lob-
bying disclosure.

Adopt a default position of generally supporting proposals that
@ ask companies to commit to respecting workers' rights to free-
dom of association and collective bargaining.

equity impacts — such as proposals related to racial equity au-
dits, corporate political spending, board diversity, and workers’
rights — they should make their vote rationales public. Among
the Big Four, BlackRock, Vanguard, and State Street publish ra-
tionales for a small percent of their votes, while Fidelity does
not publish any vote rationales.*?

7 When asset managers vote against proposals that have racial
|
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Additional Recommendations
for Asset Owners

In addition to adopting the recommendations for investors, asset
owners should demand accountability from their asset managers:

Engage with their existing asset managers over their proxy vot-
1. ing records and policies with respect to racial equity and the
risks of systemic racism, including their plans to (a) support rel-
evant shareholder proposals in future years at portfolio compa-
nies, and (b) hold boards accountable for actions perpetuating
systemic racism and lack of racial and ethnic board diversity.

Hold asset managers accountable for improving their proxy vot-
2. ing records on racial equity-related proposals and policies by
using escalation tactics such as a) including an assessment of
asset managers’ racial equity-related proxy voting records and
policies in quarterly investment consultants reports, b) putting
the asset managers on a “watchlist” for further scrutiny if they
do not improve on their proxy voting records and policies on
racial equity issues,?* and c) switching to a different asset man-
ager if the extant asset manager is unresponsive to concerns.

Incorporate criteria regarding racial equity-related proxy voting
@ and policies into their asset manager search criteria, requests
for proposals, and assessments.
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Recommendations for
Proxy Advisors

Adopt language in all guidelines, including US benchmark

1. guidelines, recommending support for racial equity-related
proposals, including proposals related to racial equity audits,
corporate political transparency, board diversity disclosure, and
workers’ rights.

Recommend votes against relevant directors at companies that
p fail to meet a minimum level of thirty percent racial and ethnic
board diversity.
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Recommendations for
Policymakers and Regulators

Congress should urge and enable the SEC to engage in rulemaking
that mandates and standardizes disclosures related to corporate po-
litical spending, lobbying, and human capital management issues — all
of which have clear racial equity implications:

1.

Repeal the longstanding appropriations rider preventing the
SEC from finalizing, issuing, or implementing rules, regulations,
or orders that would require publicly traded companies to dis-
close their political contributions, policies, and expenditures.

Urge the SEC to promulgate a rule requiring publicly traded
companies to disclose their federal, state, and local corporate
lobbying expenditures, their lobbying strategy, and any material
risks related to lobbying spending and strategy.

Urge the SEC to promulgate a rule requiring publicly traded
companies to disclose human capital management data and
policies relevant to long-term value creation.

Amend the Securities Exchange Act to require publicly trad-
ed companies to conduct an independent racial equity audit
no less often than every five years. The company should be re-
quired to issue a report detailing the findings and recommen-
dations of the racial equity audit and attach it as an exhibit to
its Form 10-K filings covering the year the audit was completed.
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Data Sources and
Methodology

Selection of asset
managers

This report examines the voting records of
eighteen global asset managers and the voting
recommendations of the two largest proxy ad-
visors, Institutional Shareholder Services and
Glass Lewis. To assemble our list of asset man-
agers, we relied on data collected by Pensions
& Investments in its annual survey of the larg-
est managers of US institutional tax-exempt
assets. To be included in our analysis, an asset
manager had to have more than $1 trillion in
worldwide AUM and an asset mix of at least
twenty percent equities as of December 31,
2022. Geode is included in our analysis despite
having less than $1 trillion in AUM because it
serves as sub-advisor to all of Fidelity’s equity
index funds. Whereas previous editions of £g-
uity in the Boardroom assigned Geode’s votes
to Fidelity, this edition separately examines
the voting records of Geode and Fidelity. The
full list of asset managers covered in the report
can be found in Appendix B.

Selection of shareholder
proposals

We used Diligent Market Intelligence and the
Interfaith Center for Corporate Responsibil-
ity’s ShareEx platform to identify sharehold-
er proposals related to racial equity audits,
political spending and lobbying disclosures,
political congruence, and freedom of associ-
ation. We limited our analysis to shareholder
proposals voted on at S&P 500 companies
headquartered in the US that had their annu-
al general meetings between July 1, 2022, and
June 30, 2023. The universe of shareholder
proposals included fourteen racial equity audit
proposals, 25 political spending and lobbying
disclosure proposals, thirteen political congru-
ence proposals, and seven freedom of associ-
ation proposals.

In selecting racial equity audit proposals, we

did not include proposals that tried to cancel
ongoing racial equity audits or proposed bad
faith audits intended to undermine progress
towards racial equity. These “anti-ESG” pro-
posals, submitted by the National Center for
Public Policy Research and The Bahnsen Fam-
ily Trust, asked that companies rescind plans
to undertake a racial equity audit; requested a
racial equity or civil rights audit, but asked that
the audit assess the impact of DEI policies on
“returns to merit”; asserted that DEI initia-
tives are unlawful and discriminatory against
“non-diverse” employees; and expressed skep-
ticism about the existence of systemic racism
by placing words like anti-racist, equity, and
racism in quotation marks.?** Twelve such pro-
posals were put to a vote in 2023.

In selecting proposals related to corporate
political transparency, we did not include pro-
posals that requested disclosure on political
activities undertaken outside the US, propos-
als focused on climate lobbying alignment,
and proposals that requested that companies
altogether cease political spending. We also
excluded proposals asking companies to con-
dition donations to third-party political groups
on the group submitting detailed reports on
its expenditures for political activities. The full
list of proposals covered in the report can be
found in Appendix C.

Selection of companies
that ran slates of all-white
director nominees

To identify companies that ran slates of all-
white director nominees, we obtained a cus-
tom dataset from Institutional Shareholder
Services ESG (ISS ESG) detailing the num-
ber of board members and number of diverse
directors at every S&P 500 company as of its
most recent annual general meeting during
the period July 1, 2022 — June 30, 2023. ISS gen-
erates racial and ethnic board diversity data
based on company disclosures and feedback
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collected directly from issuers. In cases when
there is no disclosure or issuer feedback avail-
able, ISS makes a subjective determination of
the director’s race or ethnicity based on pub-
licly available information including company
documents, membership in self-identifying as-
sociations such as The Executive Leadership
Council or Latino Corporate Directors Asso-
ciation, LinkedIn profiles, and reputable news
sources. ISS ESG’s race and ethnicity classifi-
cations are a more granular version of the race
and ethnicity classifications developed by the
US Office of Management and Budget (OMB)
in OMB Directive 15.

The dataset we obtained from ISS ESG sug-
gested that there were four companies that
had all-white boards as of their 2023 annual
general meetings — Caesars Entertainment,
Inc., Chubb Ltd., Dover Corporation, and J.B.
Hunt Transport Services, Inc. We verified the
data provided by ISS ESG by cross checking it
against the board diversity metrics provided in
each issuer’s proxy statement. In doing so, we
decided to exclude J.B. Hunt from our analysis
because we found that one of its director nom-
inees, Persio Lisboa, is widely recognized as a
Latino business leader.>®

Methodology for
calculating votes

Proxy voting data was obtained from Dili-
gent, which aggregates information from SEC
Form N-PX filings, public sources, and data
provided directly to Diligent by investors. In
some cases, Diligent classifies a parent asset
manager and one or more of its subsidiaries
as separate voting entities. For instance, Inves-
co Advisors and Invesco’s subsidiary Invesco
Capital Management are classified as sepa-
rate voting entities in the Diligent database. In
these cases, we assigned the subsidiary’s votes
to the parent asset manager if the subsidiary’s
investment strategy includes US equities and
if the subsidiary adheres to the same proxy
voting guidelines as the parent company. Vot-
ing entities that Diligent classifies as “Sub-Ad-
vised” or “Multi-Managed” were not included
in our analysis. For example, funds belonging
to “BNY Mellon” were included in the anal-
ysis, but funds belonging to “BNY Mellon
(Multi-Managed)” and “BNY Mellon (Sub-Ad-
vised)” were not. The full list of voting entities
as classified by Diligent can be found in Ap-
pendix D.

We consider an asset manager to have sup-
ported a proposal if 75 percent or more of
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the funds in its fund family voted for the pro-
posal. We consider an asset manager to have
opposed a proposal if 75 percent or more
of the funds in its fund family voted against
the proposal. In cases where there was less
agreement among funds in the same fund
family, the asset manager’s vote is recorded
as “mixed.” For director elections, “withheld”
votes are counted as “votes against.” Absten-
tions are counted as “votes against” when the
company’s voting standards treat abstentions
as a vote against the proposal. Abstentions
are not counted when the company’s voting
standards treat abstentions as having no effect
on the proposal. In the few cases where we
detected that there was split voting within a
fund with respect to a particular proposal, we
excluded the fund from our vote tabulations.
The exclusion of these funds did not impact
or alter the overall outcome of the analysis.

We primarily obtained proxy advisor voting
recommendations from Diligent. Diligent re-
ports Glass Lewis’s actual voting recommen-
dations and “synthetic” ISS recommendations
that it derives using a proprietary methodolo-
gy. In cases where Diligent did not report the
synthetic ISS recommendation, we obtained
the actual ISS voting recommendation direct-
ly from ISS Proxy Exchange.

This report also identifies proposals that would
have reached majority support if the four larg-
est asset managers had voted in favor. To deter-
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mine whether a proposal would have passed
with the support of the Big Four, we added
the percent support that the proposal received
to the percent of common stock outstand-
ing (CSO) held by each asset manager as of
March 31, 2023. Percent CSO information was
obtained from Diligent, which aggregates this
data from SEC N-PORT filings. This approach
does not capture the exact voting impact of
the Big Four, since as of 2023 asset managers
were not required to disclose the number of
shares that were voted or instructed to be vot-
€d.?¢ On the one hand, this method potential-
ly overestimates the Big Four’s voting impact
since an asset manager may not have voting
power over shares that it beneficially owns. On
the other hand, this method potentially under-
estimates the Big Four’s voting impact since
the largest asset managers tend to vote their
shares at a higher rate than other shareholders.
This is especially the case at companies with
low shareholder turnout, where the number
of shares voted at the annual general meeting
can be significantly smaller than the number
of shares outstanding. In our estimation, the
percent CSO method is conservative in that it
likely understates the potential of the Big Four
to swing close votes.

The information in this report has been pre-
pared from sources and data the authors be-
lieve to be reliable, but we assume no liability
for and make no guarantee as to its adequacy,
accuracy, timeliness, or completeness.
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Appendix B
List of Asset Managers

BlackRock Inc. $ 8,594,488
Vanguard Group Inc. $ 7,252,612
Fidelity Investments $ 3,655,574
State Street Global Advisors $ 3,481,473
J.P. Morgan Asset & Wealth Management $ 2,765,710
The Goldman Sachs Group Inc. $ 2,547,000
Capital Group $ 2,175,965
Amundi? $ 2,031,753
BNY Mellon Investment Management $ 1,836,032
Legal & General Investment Management (Holdings) Ltd. $ 1,444,393
Invesco? $ 1,409,204
Franklin Templeton $ 1,387,686
T. Rowe Price Associates Inc. $ 1,274,700
Morgan Stanley Investment Management* $ 1,234,226
Wellington Management Group LLP $ 1,149,360
Nuveen $ 1,090,174
Northern Trust Asset Management $ 1,038,406
Geode Capital Management® $ 866,352

Notes:

' Only includes asset managers with more than $1trillion in worldwide AUM and an asset mix of greater than twenty percent equities.

2 Includes the assets of Amundi's subsidiary, Amundi Asset Management US ($90,613 million AUM). Amundi US is not included in Majority Action's analysis.

3 Does not include the assets of Invesco's subsidiary, Invesco Capital Management LLC ($400,637 million AUM), which is Invesco's ETF business. Invesco Capital Management is included in Majority Ac-
tion's analysis and its votes are assigned to the parent company, Invesco.

4 Includes the assets of Morgan Stanley's subsidiaries Atlanta Capital ($31,849 million AUM), Eaton Vance Management ($77,205 million AUM), Calvert Research and Management ($33,599 million AUM),
and Parametric Portfolio Associates ($386,291 million AUM). These subsidiaries are not included in Majority Action's analysis.

5 Geode is included in Majority Action's analysis even though it has less than $1 trillion AUM. Geode is a subsidiary of Fidelity Investments and serves as sub-advisor to all of Fidelity's equity index funds.

Sources:

Data is sourced from Pensions & Investments'annual survey of the world's largest money managers. To qualify for inclusion in the Pensions & Investments database, the firm must manage assets for US
institutional tax-exempt clients, such as qualified retirement plans, endowments, or foundations. All data is as of December 31,2022. See “The Largest Money Managers,” Pensions & Investments, January
12, 2023, https://www.pionline.com/crain-twi-download/1020316/field issue_upload and "How P&I compiled the manager data," Pensions & Investments, June 12, 2023, https://www.pionline.com/largest-mon-
ey-managers/how-pi-compiled-manager-data. Subsidiary AUM data is sourced from each subsidiary's latest SEC Form ADV.
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List of Shareholder Resolutions
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2023 Proxy Season

Shareholder Proposal — Policy on Freedom of
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Machines Corporation (IBM)

Lobbying Activities

Lobbying Disclosure

Wells Fargo & Company 1 Association and Collective Bargaining Freedom of Association | AFL-CIO Reserve Fund 356
Delta Air Lines Inc. 6 Sgr(égigrnlg}f)gﬂi;dom of Association and Collective Freedom of Association | As You Sow 326
g g g Proposal Requesting Adoption of a Non-Interference e City of N.Y. Office of the Comptroller (New York City
Chipotle Mexican Grill Inc. 6 Policy Freedom of Association Pension Funds) 333
City of N.Y. Office o)f the Comptroller (New York
g City Pension Funds), Shareholder Association for
Starbucks Corporation 8 %ggfgogeggrg%?iillﬁ%gggmg Assessment of Freedom of Association | Research and Education, Trillium Asset Management 52
g Corporation, Pensions Investment Research
Consultants
Netflix Inc. 8 i%ggec?ggﬁg Proposal: Policy on Freedom of Freedom of Association | New York State Common Retirement Fund 36.3
CVS Health Corp 8 \S/\t]gglli;ollzclﬂg}r]tl:rzggggéﬁggltiesting aReportona Freedom of Association | New York State Common Retirement Fund 26.3
Shareholder Proposal Requesting Additional e Shareholder Association for Research and Education,
Amazon.com Inc. 5 Reporting on Freedom of Association Freedom of Association CCLA Investment Management S
g Shareholder Proposal to Report on Political - g g
Comcast Corporation 10 Contributions and Company Values Alignment Political Congruency Arjuna Capital 19
AbbVie Inc. 6 Stockholder Proposal on Political Spending Political Congruency As You Sow 151
Coca-Cola Company (The) 7 %2%?&%%?25 {%?36531 ,Elieggr?rrr?eirri% Political Political Congruency Clean Yield Asset Management 29.1
Walt Disney Company 7 Proposal — Political Expenditures Report Political Congruency Educational Foundation of America 36.3
leégfg(l){rgtaégl Group 6 (S:}ézilrgli)éﬂ%%rnl:rgggsg%hlégg;i}gggoartPolitical Political Congruency Educational Foundation of America 28.2
Wells Fargo & Company 6 ggﬁ{%;?lggég é?r?go sal — Report on Congruency of Political Congruency Harrington Investments 285
Report Analyzing the Congruence of the Company's - .
JPMorgan Chase & Co 1 Political and Electioneering Expenditures Political Congruency James McRitchie 321
FedEx Corporation 6 Eﬁ%?fgﬁ&ﬁgg%%ﬁ%&iﬁgﬁgn Company Values and Political Congruency Clean Yield Asset Management 36.1
Leidos Holdings, Inc. 5 %g(o;ekglgt%erés ?gggsrad eliecgearding Report on Political Political Congruency Richard Lippert 40.6
Shareholder Proposal to Annually Conduct an
Northrop Grumman Evaluation and Issue a Report Describing the - School Sisters of Notre Dame Cooperative Investment
Corporation 6 Alignment of the Company’s Political Activities with Political Congruency Fund 20
Its Human Rights Policy
Home Depot Inc. (The) 7 é%fg?gd?gnzr;gg Scaérl?gergfggicr;g:r?;igsciil Political Congruency Tara Health Foundation 31.3
Pfizer Inc. 9 Political Contributions Congruency Report Political Congruency Tara Health Foundation 141
Shareholder Proposal — Report on Congruence of
Altria Group 5 Political and Lobbying Expenditures with Company Political Congruency Trinity Health 109
Values and Policies
Amphenol Corporation 5 Improve Political Spending Disclosure Eg%g;ﬂg%??g&%?gd No mention of racial equity audits 45.2
L3Harris Technologies Inc. 5 Transparency in regard to Lobbying Eg%g;?ég%??g&%?gd No mention of racial equity audits 379
AbbVie Inc. 7 Stockholder Proposal on Lobbying Eg%g;ﬂg%??g&%?gd Dana Investment Advisers 36.3
Bio-Rad Laboratories Inc. 5 Stockholder Proposal: Political Disclosure Eg%%;ﬂg%??g&%?gd James McRitchie and Myra K. Young 156
Goldman Sachs Group Inc. Shareholder Proposal Regarding a Report on Political Spending and
(The) 5 Lobbying Lobbying Disclosure John Chevedden 356
Shareholder Proposal Regarding Political Spending Political Spending and
HCA Healthcare, Inc. 5 Drssbsuie Lobbying Disclosure John Chevedden 235
: : Stockholder Proposal Requesting that HII Disclose - .
%—rllténtmgton Ingalls Industries 4 on its Website an Annual Report of HII's Direct and Eg%gcill S%?Sgﬁ;%?end John Chevedden 36.5
: Indirect Lobbying Activities and Expenditures ying
International Business 6 Stockholder Proposal Requesting a Public Report on | Political Spending and Tiohhin Clhevedtlan 481
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FedEx Corporation 7 Lobbying Activity and Expenditure Report Lobbying Disclosure International Brotherhood of Teamsters General Fund | 34.7
Mastercard Incorporated 8 Egggiy(iigéalt)i%r&%fs3r56tockholder Proposal Requesting Eg%%;?rllgs%elgglgg%?gd John Chevedden 283
Cintas Corporation 8 (S:}(];;rter%)tll%grnlgroposal Regarding Report on Political Eg%g;?rllgs%elgglg;%?gd International Brotherhood of Teamsters General Fund | 45.5
Fox Corp 5 Disclose Money Spent on Lobbying Eg%%;?rllgs%elg&%?gd No mention of racial equity audits 314
Caterpillar Inc. 7 Shareholder Proposal — Lobbying Disclosure Eg%%;?égs%elgglgls%?gd Myra K. Young 292
NewsCorp | Hockholder Froposal Requestng Addtonal | Follica Spendgad | ety seiner
Stryker Corporation 5 Shareholder Proposal — Political Disclosure Eg%%;?rll g%eigggls%?éld Myra K. Young 36.8
Caesars Entertainment, Inc. 5 %?;élegé%l%ir Proposal Regarding Company Political Eg%g;%g%egggls% ?‘?d New York State Common Retirement Fund 42
Abbott Laboratories 7 Shareholder Proposal on Lobbying Disclosure Eg%%;?rll g%eiggionsgu?gd Province of St. Joseph of the Capuchin Order 23.2
Boeing Company (The) 7 i%%r\i%%fer Proposal — Report on Lobbying E?}l;%;?rll g%ei?glglsgu?gd Province of St. Joseph of the Capuchin Order 37.3
%kéfarter Communications 5 Stockholder Proposal Regarding Lobbying Activities E(())lé%;?rllg%elgéilglsgu ?éld ]%/?ar;/tifc:re%rﬁgloyees International Union Pension Plans 319
DTE Energy Company 7 Shareholder Proposal — Lobbying Report Egll;%;?r]l g%eiglglglsgu?gd ]%/(Iiar;/tigre%rilgloyees International Union Pension Plans 297
Eli Lilly and Company 7 Eg%%gsiilgtg CFi[Lll\zltllseké an Annual Report Disclosing Eglt;gs?llqg%ﬁgglgls% ?é’ld %f;:ng%Tgloyees International Union Pension Plans 314
McDonald's Corporation 9 ﬁgzlii/si(t)gsVOte on Annual Report on Lobbying Eg%%;ilq g%eiglglgls%?gd SOC Investment Group 50.3
Yum! Brands Inc. 6 gézroegtloolg? OPbr&Pigsgal Regarding Issuance of Annual Eg%%;ilq g %eigléilgls%?gd SOC Investment Group 419
Alphabet Inc. 6 Stockholder Proposal Regarding a Lobbying Report Eg%%;ilq g%eiglglgls%?gd United Church Funds 179
Meta Platforms, Inc. 6 %?;ég;%llfieir Proposal Regarding Report on Lobbying Eg%g;ilq g%eigéilions%?gd United Church Funds 14.6
Chevron Corporation 10 itfgiliholder Proposal to Report on Racial Equity Racial Equity Audit American Baptist Home Mission Society 9.8
Equifax Inc. 6 Shareholder Proposal Regarding Racial Equity Audit Racial Equity Audit g}l,?{ e(g]Philadelphia Public Employees Retirement 30.8
Mohawk Industries Inc. 5 Shareholder Proposal Regarding Racial Equity Audit Racial Equity Audit Handlery Hotels 20.7
%%g?gg:?égl Group 5 %girglloqlggritproposal Seeking a Third-Party Racial Racial Equity Audit Mercy Investment Services 20.6
AT&T Inc. 6 Stockholder Proposal — Racial Equity Audit Racial Equity Audit Nathan Cummings Foundation 215
Coca-Cola Company (The) 5 %}é%%};ﬂ?vgrlggggtsghlﬁg#@sﬁ%g Satr; l?etligllti (e)i Sthe Racial Equity Audit %Aear;/ggf%rﬁgloyees International Union Pension Plans 165
Comcast Corporation 7 Egirgl?iggrifroposal to Perform Independent Racial Racial Equity Audit ]%/?ar;/tigf%rﬁgloyees International Union Pension Plans 108
%ohlcei;nan Sachs Group Inc. 3 il&zarﬁholder Proposal Regarding a Racial Equity Racial Equity Audit %/?ar;/ggf%rﬁgloyees International Union Pension Plans 16
Valero Energy Corporation 6 ité)gil;i}(l)(;}gle]rz aPé%le%sgllntt(; %ﬁfgisteaen%ngé;%ume an Racial Equity Audit ]%/?ar;/tigfqulrrl?gloyees International Union Pension Plans 19
Altria Group 6 Shareholder Proposal Regarding Civil Rights Audit Racial Equity Audit Sisters of St. Francis of Philadelphia 30.8
CBI?)rrﬂp(oOrfa{?cg?lerica 1 i}&zarﬁholder Proposal Requesting a Racial Equity Racial Equity Audit SOC Investment Group 15.2
American Water Works 5 Shareholder Proposal: Racial Equity Audit Racial Equity Audit Trillium Asset Management 40
%rhagelers Companies Inc./ 3 i}&earﬁholder Proposal Related to a Racial Equity Racial Equity Audit Trillium Asset Management 353
Walmart Inc. 7 Shareholder Proposal — Racial Equity Audit Racial Equity Audit United for Respect 182
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Master Trust

AbbVie Inc. 8 Stockholder Proposal on Political Spending Political Congruency As You Sow 395

Charter Communications Stockholder Proposal Regarding Political and i

Inc. g Electioneering Expenditure Congruency Report Political Congruency Handlery Hotels S0

The Cigna Group 6 ﬁlégger}golder Proposal - Political Contributions Political Congruency No mention of racial equity audits 46.3

; Report on Alignment Between Company Values and i )

FedEx Corporation 5 Electioneering Contributions Political Congruency Clean Yield Asset Management 386
Stockholder Proposal Requesting that the Board

Gilead Sciences Inc. 8 Publish a Third-Party Review of Gilead’s Lobbying Political Congruency Maryknoll Sisters of St. Dominic 50.2
Activities

Home Depot Inc. (The) 7 é%zgg?s&%%rnzrgggsga;{}ég%;riﬁagl;%ltlcal Political Congruency Tara Health Foundation 426
Third Party Review and Report on Lobbying

Johnson & Johnson 12 Activities Alignment with Position on Universal Political Congruency Share/HLB Investments ULC 433
Health Coverage
Proposal to Disclose Lobbying Activities and

Eli Lilly and Company 9 Alignment with Public Policy Positions and Political Congruency CommonSpirit Health 34
Statements

Microsoft Corporation 5 georr)gg;g; Iﬁgl?g}e’isng Activities Alignment with Political Congruency Congregation of the Sisters of St. Joseph of Peace 38

AT&T 6 Political Congruency Report Political Congruency As You Sow 44.1

UnitedHealth Group Shareholder Proposal Regarding Political i : ) ’

Incorporated 5 Contributions Congruency Report Political Congruency Educational Foundation of America 382

Apple Inc. 9 Shareholder Proposal — Civil Rights Audit Racial Equity Audit SOC Investment Group 536

American Water Works 5 Shareholder Proposal: Racial Justice Audit Racial Equity Audit Trillium Asset Management 483

: Shareholder Proposal to Perform Independent Racial ; ) . Service Employees International Union Pension Plans

Comcast Corporation 5 Equity Audit Racial Equity Audit Master Trust 18.3

Chipotle Mexican Grill Inc. 6 2%%E$holder Proposal to Commission a Racial Equity Racial Equity Audit New York State Common Retirement Fund 364

Salesforce, Inc. 7 %i%;ho}der Proposal Regarding a Racial Equity Racial Equity Audit Tulipshare Limited 339

Chevron Corporation 9 %i%;ho}der gl oo Ll i Racial Equity Audit Investor Advocates for Social Justice 475

Elevance Health, Inc. 6 2%ﬁiggg%e%ggosal Requesting a Racial Impact Racial Equity Audit Trillium Asset Management 41.2

Alphabet Inc. 9 /itfg};holder Proposal Regarding a Racial Equity Racial Equity Audit Nathan Cummings Foundation 224

Home Depot Inc. (The) 10 Shareholder Proposal Regarding Racial Equity Audit | Racial Equity Audit %/[ear;/tigf%rélsp;loyees International Union Pension Plans 62.8
Stockholder Proposal Requesting a Third-Party

: Audit and Report on Whether Written Policies or : : :

Intel Corporation 6 Unwritten Norms at the Company Reinforce Racism Racial Equity Audit NorthStar Asset Management 167
in Company Culture

Johnson & Johnson 7 ikazﬁtholder Proposal -~ Third Party Ractal Justice Racial Equity Audit Mercy Investment Services 62.6

McDonald’s Corporation 8 Advisory Vote on Third-Party Civil Rights Audit Racial Equity Audit SOC Investment Group 558

Mondelez International Inc. 4 Conduct and Publish Racial Equity Audit Racial Equity Audit Shareholder Association for Research & Education 486

Altria Group 4 Shareholder Proposal - Commission a Civil Rights Racial Equity Audit Sisters of St. Francis of Philadelphia 62.2
Equity Audit

Republic Services Inc. 6 é??irlegggg Xﬁ%ﬁosal to Commission a Third-Party Racial Equity Audit International Brotherhood of Teamsters General Fund | 387

%fevelers Companies Inc/ 7 i%zﬂtholder Proposal Relating to a Racial Equity Racial Equity Audit Trillium ESG Global Equity Fund 472
Shareholder P: 1 - Conduct a Racial Equi ) . ) Service Empl International Union Pension Pl

Wells Fargo & Company 10 Aue(ljriet} older Proposa onduct a Racial Equity Racial Equity Audit l\fgtlngrrt?sFE oyees International Union Pension Plans | 54

Waste Management Inc. 4 Report on Civil Rights Audit Racial Equity Audit International Brotherhood of Teamsters General Fund | 55

Oracle Corporation 5 Stockholder Proposal Regarding Racial Equity Audit | Racial Equity Audit Service Employees International Union Pension Plans 318
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AppendixD
List of Voting Entities as Listed in Diligent

Amundi Asset Management

BlackRock Inc.
BNY Mellon
Capital Group Capital Guardian Trust Co.
Fidelity Management & Research Co. (FMR) Fidelity Institutional Asset Management
Brandywine Global Investment Management
Fheinliin Tl ClearBridge Investments LLC

Martin Currie Investment Management
Royce Investment Partners

Geode Capital Management

Goldman Sachs Asset Management LP

Invesco Advisors, Inc. Invesco Capital Management LLC

JPMorgan

LGIM

Morgan Stanley Investment Management, Inc.

Northern Trust [nvestments

TIAA-CREF Asset Management LLC

Nuveen Asset Management LLC Winslow Capital Management (Nuveen funds only)?

State Street Corporation

T. Rowe Price Associates

Vanguard Group, Inc.

Wellington Management

Notes:

1 As explained in Appendix A: Data Sources and Methodology, a subsidiary’s votes are assigned to the parent asset manager if the subsidiary’s investment strategy includes US equities and if the subsidiary
adheres to the same proxy voting guidelines as the parent company.

2 Franklin Templeton is a holding company and conducts all business through its subsidiaries, which each have their own proxy voting guidelines. Thus, all Franklin Templeton subsidiaries that are classified
as separate voting entities in Diligent are assigned to Franklin Templeton so long as they invest in US equities.

3 The Nuveen Winslow Large-Cap Growth Fund, which is sub-advised by Winslow Capital Management, is assigned to Nuveen even though Winslow votes the fund’s shares according to ISS recommenda-
tions rather than Nuveen’s proxy voting guidelines.
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Asset Managers’ and Proxy Advisors’
2023 Policies on Racial Equity Audits

Franklin Templeton
(Clearbridge Investments)

Proposals asking a company to conduct an independent racial equity and/or civil rights audit, which we gen-
erally support but vote on a case-by-case basis given the variability in the language.?”

Glass Lewis

[ssues related to racial equity have intensified significantly in recent years. As a result, companies can face in-
creased reputational risk when their operations result in adverse stakeholder impacts, particularly when those
stakeholders belong to minority or underrepresented groups. Companies can also face legal and regulatory
risk if their business engages in or appears to engage in potentially discriminatory behavior or if such behavior
results in disparate impacts on certain groups of stakeholders. As a result of these potential risks, we believe
that companies should be taking steps to mitigate any potential adverse impacts both internally and external-
ly. In many cases, we believe that undertaking an audit of such impacts could be beneficial as a risk mitigation
tool.

When analyzing these resolutions, Glass Lewis will assess: (i) the nature of the company’s operations; (ii) the
level of disclosure provided by the company and its peers on its internal and external stakeholder impacts and
the steps it is taking to mitigate any attendant risks; and (iii) any relevant controversies, fines, or lawsuits. Af-
ter taking into account these company-specific factors, we will generally recommend in favor of well-crafted
proposals requesting that companies undertake a racial or civil rights-related audit when we believe that doing
so could help the target company identify and mitigate potentially significant risks.2%

Generally vote CASE-BY-CASE on shareholder proposals requesting the board oversee a racial equity audit.
While we believe the decision to initiate an independent audit is best left to management judgment under the
oversight of the board of directors, the following factors are generally considered:

m  The degree to which existing relevant policies and practices are disclosed;

Goldman Sachs

B Recent, significant company controversies, fines, or litigation regarding human rights at the company or
its suppliers; and

m  Whether the gender and racial minority representation of the company’s board is reasonably inclusive in
relation to companies of similar size and business.?*

Vote case-by-case on proposals asking a company to conduct an independent racial equity and/or civil rights

audit, taking into account:

m  The company’s established process or framework for addressing racial inequity and discrimination inter-
nally;

m  Whether the company adequately discloses workforce diversity and inclusion metrics and goals;

ISS m  Whether the company has issued a public statement related to its racial justice efforts in recent years, or

has committed to internal policy review;

m  Whether the company has engaged with impacted communities, stakeholders, and civil rights experts;

B The company’s track record in recent years of racial justice measures and outreach externally; and

m  Whether the company has been the subject of recent controversy, litigation, or regulatory actions related
to racial inequity or discrimination.?*

There has been an increase in the number of shareholder proposals asking companies to carry out an inde-

LGIM pendent racial equity audit. We encourage companies to voluntarily requisition such reports as a matter of

good corporate practice.*!
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Amundi
BlackRock
BNY Mellon
Capital Group
Fidelity
Invesco
JPMorgan
Morgan Stanley
Northern Trust
Nuveen
State Street
T. Rowe Price
Vanguard
Wellington

No mention of racial equity audits
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Asset Managers’ and Proxy Advisors’ 2023 Policies on
Director Accountability for Racial and Ethnic Board Diversity

Amundi

No language on director accountability for racial and ethnic board diversity. 24

BlackRock

In the US, we believe that boards should aspire to at least 30% diversity of membership, and we encourage large
companies, such as those in the S&P 500, to lead in achieving this standard. In our view, an informative indicator
of diversity for such companies is having at least two women and a director who identifies as a member of an
underrepresented group...*

To the extent that, based on our assessment of corporate disclosures, a company has not adequately explained
their approach to diversity in their board composition, we may vote against members of the nominating/gover-
nance committee...2*6

BNY Mellon

We look for diversity including gender, and where discernible, experience, race, tenure and other relevant consider-
ations. We generally vote AGAINST the Nominating Chairperson if there is less than one woman on the board.?*

Capital Group

In the United States, we generally expect boards to have at least one female director and at least one racially/eth-
nically diverse director but will take board size into account when evaluating this.?*® w

Fidelity

Fidelity will evaluate board composition and generally will oppose the election of certain or all directors if, by way
of example: .. There are no racially or ethnically diverse directors....#°

Glass Lewis

Regarding the nominating committee, we will consider recommending that shareholders vote against... The chair
of the nominating committee of a board with fewer than one director from an underrepresented community on
the board, at companies within the Russell 1000 index...%°

Beginning in 2023, we will generally recommend against the chair of the nominating committee of a board with
fewer than one director from an underrepresented community on the board at companies within the Russell 1000
index. We define ‘underrepresented community director” as an individual who self-identifies as Black, African
American, North African, Hispanic, Latino, Asian, Pacific Islander, Native American, Native Hawaiian, or Alas-
kan Native, or who self-identifies as gay, lesbian, bisexual, or transgender..We may extend our underrepresented
community diversity recommendations to additional members of the nominating committee in cases where the
committee chair is not standing for election due to a classified board, or based on other factors, including the
company’s size and industry, applicable laws in its state of headquarters, and its overall governance profile. >

Geode

No language on director accountability for racial and ethnic board diversity. >

Goldman Sachs

Vote AGAINST or WITHHOLD from members of the Nominating Committee:?>3

B At companies incorporated in the US if the board does not have at least 10% women directors and at least
one other diverse board director;

B At companies within the S&P S00, if, in addition to our gender expectations, the board does not have at least
one diverse director from a minority ethnic group;

B At companies not incorporated in the US, if the board does not have at least 10% women directors or does
not meet the requirements of local listing rules or corporate governance codes or national targets.

Invesco

Boards should be comprised of directors with a variety of relevant skills and industry expertise together with a di-
verse profile of individuals of different genders, ethnicities, race, skills, tenures and backgrounds to provide robust
challenge and debate. We consider diversity at the board level, within the executive management team and in the
succession pipeline..?*

In addition, we will consider a company’s performance on broader types of diversity which may include diversity
of skills, non-executive director tenure, ethnicity, race or other factors where appropriate and reasonably deter-
minable. We will generally vote against the incumbent nominating committee chair if there are multiple concerns
on diversity issues.?*®
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For companies in the Russell 3000 or S&P 1500 indices, generally vote against or withhold from the chair of the
nominating committee (or other directors on a case-by-case basis) where the board has no apparent racially or
ethnically diverse members. An exception will be made if there was racial and/or ethnic diversity on the board
at the preceding annual meeting and the board makes a firm commitment to appoint at least one racial and/or
ethnic diverse member within a year.?*

JPMorgan

We will utilize our voting power to bring about change where Boards are lagging in gender and racial/ethnic
diversity...We will generally vote against the chair of the Nominating Committee when the issuer lacks any gender
diversity or any racial/ethnic diversity unless there are mitigating factors. Mitigating factors include, among other
factors, recent retirement of relevant directors, a relatively new public company, and an ongoing search for a
director.?”

LGIM

In the autumn of 2020, we extended our diversity campaign to require ethnic representation at board level in de-
veloped markets, starting with the US and the UK. We ask the largest companies in these two markets to have at
least one board member from an ethnic minority background and this will now result in voting sanctions for those
boards that do not have this minimum requirement.?*

Morgan Stanley

In markets where information on director ethnicity is available, and it is legal to obtain it, and where it is relevant,
we will generally also consider not supporting the re-election of the nomination committee chair (or other resolu-
tions when the nomination chair is not up for re-election) if the board lacks ethnic diversity and has not outlined
a credible diversity strategy.*®

Northern Trust

The board should reflect the diversity of the workforce and society, ensuring that a variety of viewpoints are
represented in corporate decision-making. Northern Trust believes that an effective board should be comprised of
directors with a mix of skills and experience to ensure the Board has the necessary tools to perform its oversight
function effectively; this includes diversity of background, experience, age, race, gender, ethnicity, and culture.
Northern Trust may vote against one or more directors where we have concerns relating to the composition and
diversity of the board.?°

Nuveen

We generally vote in favor of the board’s nominees but will consider withholding or voting against some or all
directors in the following circumstances:..When there is insufficient diversity on the board and the company has
not demonstrated its commitment to making the board more diverse.?®!

State Street

If a company in the S&P 500 or FTSE 100 does not have at least one director from an underrepresented racial or
ethnic community, we will vote against the Chair of the Nominating Committee.?®?

T. Rowe Price

We recognize diversity can be defined across a number of dimensions. However, if a board is to be considered
meaningfully diverse, in our view some diversity across gender, ethnic, or nationality lines must be present. For
companies in the Americas, we generally oppose the re-elections of Governance Committee members if we find
no evidence of board diversity.?5

Vanguard

Lack of board diversity: Absent a compelling reason, a fund will generally vote against the nominating and/or
governance committee chair, or another relevant board member if the nominating and/or governance committee
chair is not up for reelection, if a company’s board is making insufficient progress in its diversity composition and/
or in addressing its board diversity-related disclosures....?%*

A board should, at a minimum, represent diversity of personal characteristics, inclusive of at least diversity in
gender, race, and ethnicity on the board.?®

Wellington

We reserve the right to vote against the re-election of the Nominating/Governance Committee Chair when the
board is not meeting local market standards from a diversity perspective or when the gender-diverse representa-
tion is below 20% at companies in major indices...?%

We reserve the right to vote against the reelection of the Nominating/Governance Committee Chair at US large
cap and FTSE 100 companies that failed to appoint at least one director from a minority ethnic group and fail
to provide clear and compelling reason for being unable to do so. We will continue to engage on diversity of the
board in other markets and may vote against the re-election of directors where we fail to see improvements.*”
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1 Walgreens Boots Alliance, “An open letter on racial injustice,” June 9, 2020, https:/www.
walgreensbootsalliance.com/news-media/our-stories/an-open-letter-on-racial-injustice. (“Rampant,
violent, discriminatory and lethal systems of oppression must be dismantled on a global scale and
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Oats Company, a subsidiary of PepsiCo, announced it was ending its Aunt Jemima breakfast foods
brand. IBM has stopped investing in facial recognition software used by police forces, Microsoft
will no longer share its version with the police, and Amazon will stop sharing its software with
police for a year.”); Gillian Friedman, “Here’'s What Companies Are Promising to Do to Fight
Racism,” New York Times, August 23, 2020, https:/www.nytimes.com/article/companies-rac-
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Reuters, July 14, 2021, https:/www.reuters.com/world/us/more-than-150-companies-urge-us-con-
gress-pass-voting-rights-act-2021-07-14/; Judd Legum and Tesnim Zekeria, “Major corporations
say they will stop donating to members of Congress who tried to overturn the election,” Popular
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tute for Black Economic Mobility, February 21, 2023, https:/www.mckinsey.com/bem/our-insights/
corporate-commitments-to-racial-justice-an-update#/. ({ The] pace of monetary commitments

[to racial justice] has slowed year-over-year (down 32 percent since 2021)..Compared with previous
years, companies are making fewer public statements in support of racial justice, despite the rise
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