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The SEC Division of Corporation Finance issued a rare FAQ on a proxy rule yesterday, making clear that companies
must provide details when listing shareholder proposals on proxy cards. The FAQ cites Rule 14a-4(a)(3), which requires
that the form of proxy must “identify clearly and impartially” each matter to be voted on, “whether proposed by the
registrant or by security holders.”

The SEC staff appears to believe that companies are being too general in naming proposals on proxy cards. According to
the FAQ, just as it would not be appropriate to describe a management proposal to amend a company’s charter to
increase the number of authorized shares as “a proposal to amend our articles of incorporation,” it is also not permissible
for a company to describe a shareholder proposal to amend a company’s bylaws to allow for 10% or more shareholders
to call a special meeting as “a shareholder proposal on special meetings.”

The FAQ provides several examples of descriptions of shareholder proposals that would not satisfy the rule, including:

 A shareholder proposal on executive compensation;–

 A shareholder proposal on the environment;–

 A shareholder proposal, if properly presented; and–

Shareholder proposal #3.–

Even companies that would have assumed that “shareholder proposal #3” is not sufficiently compliant may be surprised
that naming an item “a shareholder proposal on special meetings” is considered equally deficient.
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https://www.sec.gov/divisions/corpfin/guidance/exchange-act-rule-14a-4a3-301.htm


If you have any questions regarding the matters covered in this publication, please reach
out to any of the lawyers listed below or your usual Davis Polk contact.

Ning Chiu 
+1 212 450 4908
ning.chiu@davispolk.com

This communication, which we believe may be of interest to our clients and friends of the firm, is for general
information only. It is not a full analysis of the matters presented and should not be relied upon as legal advice.
This may be considered attorney advertising in some jurisdictions. Please refer to the firm’s privacy notice for
further details.
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