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Experts expect that the pivot in investor focus to such issues as climate change, ESG, 

sustainability reporting, pay inequities and board diversity will continue in engagement discussions 

this proxy season and well into the off-season. 

 

Thus, boards should be prepared to discuss these topics, as well as directors’ 

involvement instrategy and why the board is certain its current crop of directors can adequately 

oversee the company. In addition, directors may have some homework to do on the topic of 

sustainability if board members and top executives aren’t able to cogently articulate the financial 

impact of social and environmental issues that companies have identified as business risks. 

 

According to Zally Ahmadi, director of corporate governance and executive compensation at D.F. 

King, an AST company, these environmental and social (E&S) topics first emerged in earnest in 

2017, as more traditional governance proposals — such as those related to staggered boards, 

special meeting rights and written consent proposals — became more accepted by companies and 

less likely to need a push from shareholders. The change was noteworthy because the content of 

shareholder proposals typically doesn’t change year over year, Ahmadi says. Yet, in 2017, the 

highest number of shareholder proposals was centered on climate change, ESG topics and board 

diversity, none of which broke into the top 10 shareholder proposals in the year prior, according to 

D.F. King’s analysis. 

 

“There’s been a monumental shift in the types of proposals that have been filed,” Ahmadi says. 

“The year 2017 not only marked that but it reflected a shift in emphasis and priorities for 

institutions.” 

 

Ahmadi and other governance experts expect that current engagement discussions and investor 

meetings this summer will include new topics that investor relations staff, executives and board 

members should be prepared to discuss. Ahmadi and other experts discussed the 

upcoming proxy season and investor engagement preparedness during a webinar this month. 

 



According to Ahmadi, more mainstream investors are starting to call for an increase in reporting 

from companies on climate change and sustainability among companies of all stripes, 

particularly in areas where investors foresee a rollback of regulation. Last year, energy companies 

bore the brunt of investor focus on such issues, but more companies should anticipate that the 

topic will show up on engagement agendas this year. In addition, institutions have begun to hire a 

new generation of decision makers who are much more environmentally minded, Ahmadi says. 

She adds that most large asset managers have also signed the UN-backed Principles for 

Responsible Investment, which provides a framework for investors to incorporate sustainability into 

their investment practices. 

 

Karla Bos, director of corporate governance consulting at Aon, points out that the greater 

prominence sustainability has been given in shareholder proposals and in engagement discussions 

means that companies should include their head of sustainability, to the extent such a position 

exists, on calls with investors who want to discuss the topic. 

 

“Where companies are finding it a lot more challenging is when they don’t have people in those 

particular roles or a company doesn’t have a formal sustainability program,” Bos says in an e-mail. 

“Or, worst-case [scenario], you’re on a call with an investor and they want to talk about E&S issues 

and they may be using terms you’re not familiar with.” 

 

Those potential issues make it “all the more important” that companies have someone on their 

engagement team who is familiar with sustainability to speak with investors, said Bos. 

Bos also noted that more institutional investors have begun “boldly promoting their investment 

views” in areas where they see an opportunity for increased shareholdervalue. That break with the 

tradition of working more behind the scenes has blurred the line between active managers such 

as T. Rowe Price and Neuberger Berman and activist investors such as Trian Fund Management, 

Bos said. 

A cynical view of the convergence is that activists are hoping to win favor with institutions by 

incorporating ESG. But investors are smart, Bos said, and if the underlying thesis doesn’t make 

sense, investors wouldn’t work with activists. “ESG alone will not carry the day,” she noted. 

“The activists that are value investors are acknowledging that ESG factors can impact risk and 

return and should be incorporated into an investment assessment,” Bos said. 

What is less clear is when ESG forms the core of the entire investor campaign, such as the 

partnership between Jana Partners and the California State Teachers’ Retirement System (Calstrs) 

to prod Apple to focus on iPhone and iPad addiction among children, said Bos. That partnership 

indicates, however, that shareholders are exploring new territory and underscores the importance 

of companies’ understanding the precise ESG issues their top investors are concerned about. 



Bos also warned that companies should think of engagements as a two-way dialogue rather than a 

one-way communication. Powering through a 50-page deck or walking investors through 

a proxy statement is the wrong approach, she said. Plus, while executive compensation has 

always been a critical topic and is often still the initial focus of an engagement, investors will also 

want to move beyond discussions of tax code changes, CEO pay ratios and pay for performance. 

Bos said the link between compensation and strategy and a quest for the board to link ESG factors 

with long-term value creation will also be on investors’ minds. 

 

“Investors want to understand strategy and how it relates to the business model and how ESG 

practices support strategy now, and how they will over the long term — and how the board is 

involved,” Bos said. “Everything is on the table for engagement right now.” 
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