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Roadmap

¢ |n this webinar, we will focus on the following topics:

Overarching Themes from the 2025 U.S. Annual Meeting Proxy Season
Rule 14a-8 Shareholder Proposal Trends by Topic*
Compensation-Related Matters**

Shareholder Activism Trends

a k~ w0 D

Considerations for the 2026 Proxy Season

* Shareholder proposal data reflects the Rule 14a-8 shareholder proposals submitted to and/or voted on at annual meetings of the U.S. members of the S&P Composite
1500 at meetings held on or before June 30. For more information, please refer to Part 1 of our 2025 Proxy Season Review (available here).

** Covers say-on-pay and equity compensation votes at annual meetings of S&P 500 and Russell 3000 companies through June 30, 2025. For more information, please
refer to Part 2 of our 2025 Proxy Season Review (available here).
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https://www.sullcrom.com/insights/2025/July/2025-Proxy-Season-Review
https://www.sullcrom.com/SullivanCromwell/_Assets/PDFs/Memos/2025-Proxy-Season-Review-Part-2-Compensation-Related-Matters.pdf

Overarching Themes from 2025
U.S. Annual Meeting Proxy
Season
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Key Themes

e The 2025 proxy season took place against a rapidly shifting political and regulatory backdrop

e Many key legal, regulatory, judicial and political developments occurred mid-season; as a

result, while these developments seemed to have impacted engagement and voting outcomes
this year, we expect to see further impacts in future proxy seasons
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Key Themes

Continued

® Proposal submissions fell (¥13%) for first time since 2020

» Environmental and social/political (“ESP”) proposals fell significantly ( ¥ 20%), offset in small part by an increase
(A 3%) in governance proposals

e \olume of no-action requests increased significantly (A 42%)

* With new SEC guidance being issued mid-season, SEC granted 72% of no-action requests; success rates
increased by 22% for ESP proposals, but decreased by 11% for governance proposals

e \oted proposals decreased (V¥ 24%) overall, in particular for social/political proposals (¥ 45%)

e Qverall shareholder support (22%) was consistent with 2024, but average support for ESP proposals
decreased significantly (¥ 31%) to 11%

e Submissions from “anti-ESG” proponents continued to increase (representing 15% of all proposals),
but still drew minimal support (generally, <3%)

+ “Anti-ESG” proponents focused on DEl-related issues but also included proposals calling for rescission of climate
targets/initiatives, removal of ESG-related compensation metrics and investments in cryptocurrency (new)
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Rule 14a-8 Shareholder
Proposal Trends by Topic
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Social/Political Proposals — Overview

e Social/political proposal submissions overall decreased (V¥ 21%), despite a 13% increase
in submissions from “anti-ESG” proponents

— Significant declines across previously prevalent topics, including non-diversity-related human capital
management (¥46%), political spending/lobbying (¥ 28%) and social capital management (¥ 19%)

¢ Shareh0|der SUppOI’t alSO Continued to Comparative Social/Political Proposal Statistics
decline, falling to only 11% (from 15%) wzps  Changefrom ki
— Support for diversity/anti-discrimination Proposals Submitted 289 V 21%
proposals fell by the largest margin, dropping % of Proposals w/ No-Action 1 22
below 10% for the first time in recent years Requests
% of No-Action Requests 74% A 24%
— The only three social/political proposals that Granted i °
passed related to political contributions % of Proposals Voted on 47% ¥V 21%
Average % of Votes Cast in Favor 11% V 4%
Pass Rate of Voted Proposals 2% A 2%
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Social/Political Proposals — Notable Themes

1. Increasing Polarization of Diversity-Related Proposals

e DEI remained a popular topic for both “pro-ESG” and “anti-ESG” proponents this year, but shareholder support on
diversity proposals was low across the board (averaging only 6%, with none passing)

e Although President Trump’s DEI executive orders targeting “egregious and discriminatory” DEI programs and
subsequent developments had a limited impact on proposal submissions this year, they have impacted corporate
DEI strategies and disclosures as well as proxy advisor and institutional investor approaches

— Many companies have either rolled back or reaffirmed their commitment to their DEI initiatives and corporate diversity
disclosures have ranged widely this year

— ISS and many institutional investors have revised their voting guidelines to de-emphasize or eliminate diversity-related
considerations and Glass Lewis will now flag any recommendations it makes that are based, at least in part, on its diversity

policy
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Social/Political Proposals — Notable Themes

Continued

2. Fewer Political Spending/Lobbying Proposals Reaching a Vote

e Political spending and lobbying proposals continued to be one of the most prevalent topics this year despite it
being a post-election year and garnered high levels of support (averaging 28%) when they reached a vote

e However, the number of voted proposals declined dramatically following an SEC no-action decision allowing
political spending/lobbying proposals to be excluded on “ordinary business/micro-management” grounds

3. Continued Focus on Artificial Intelligence

e While only six Al proposals were submitted this year (¥ 50%) with very low success (averaging 8% support),
investor and stakeholder scrutiny of corporate policies related to the use and oversight of Al remains high

— Under its 2025 guidelines, Glass Lewis now expects companies provide “clear disclosure” about their board’s role in
overseeing Al issues, but it will refrain from making voting recommendations on the basis of such disclosures absent
material evidence of inadequate management of Al issues

— Laws and regulations focused on Al transparency, accountability, anti-discrimination, consequential decision-making,
consumer protection and safety are also being developed and/or enforced at the state, local and international level
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Governance Proposals — Overview

e Governance proposal submissions increased ( A 3%), and almost all such proposals targeted
large-cap companies and were submitted by individual proponents

— Most common topics included special meeting rights, majority voting and independent chairs

e Governance proposals also remained the most Comparative Governance Proposal Statistics
successful category of shareholder proposals,
receiving average support of 38% (compared to
<20% for all other categories) and 24% of voted

Change from H1
2024

H1 2025

Proposals Submitted 260 A 3%

% of Proposals w/ No-Action

proposals passing RequUests 37% v 2%
— Classic “good governance” proposals — majority | * °f No-Action Requests Granted 3% V11%
voting, board declassification and elimination of | « of Proposals voted on 62% No change
supermajority vote requirements — received the
highest Support levels (averaging >70%) Average % of Votes Cast in Favor 38% V2%
Pass Rate of Voted Proposals 24% VY 2%
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Governance Proposals — Notable Themes

1. Continued Focus on Structural Governance

73%

e After years of significant focus on board composition topics
(namely, independent chair and board diversity), submissions on
these topics have reached a 10-year low

e At the same time, submissions on structural governance topics
have simultaneously increased (representing 67% of 2025 T
governance proposals) H12018  H12010 H120200 H12021  H12022 H12023 H12024  H120%5

=8=" Structural —#-"% Board Composition

2. Cryptocurrency Proposals Emerge

e “Anti-ESG” proponent National Center for Public Policy Research submitted five proposals requesting an
assessment to determine whether Bitcoin should be included in the corporate treasury to hedge against inflation

— All of these proposals were successfully excluded via the no-action process except for one, which received 0% of votes cast

e These new proposals appear to correlate with the Trump administration’s increased focus on cryptocurrencies
(see, e.g., the recently enacted GENIUS Act, proposed CLARITY Act and newly formed SEC Crypto Task Force)
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Governance Proposals — Notable Themes

Continued

3. Shareholders and Management Evaluate Viability of Redomestication

e Corporate redomestications, particularly those seeking to move out of Delaware (“DEXxits”), have garnered significant
media attention since 2024, but have not yet been a focus of shareholder proposals

— However, six management redomestication proposals (including three DEXxits) were submitted this year, all of which passed
despite, in many cases, ISS opposition

e Redomestication will likely remain at the forefront of discussion given recent business-friendly corporate law updates adopted
by Delaware, Nevada and Texas, as well as the Delaware Supreme Court’s recent decision holding that the business judgment
rule (not entire fairness) will apply to redomestication decisions

4. Management-Friendly Bylaw and Charter Amendments Increase

e Recent Delaware decisions confirming the facial validity of fairly broad advance notice requirements and dismissing
challenges to amendments adopted on a “clear day” for lack of ripeness appear to have stemmed the tide of advance
notice-related proposals and lawsuits from 2024 and encouraged companies to adopt additional protections

— 130 S&P 1500 companies have adopted enhanced advance notice requirements without shareholder approval since Kellner

e Additionally, approximately 250 Delaware-incorporated S&P 1500 companies have successfully submitted proposals
to adopt officer exculpation protections since being permitted by the August 2022 DGCL amendments
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Environmental Proposals — Overview

e The number of environmental proposals continued to decrease (¥17%), including
submissions from “anti-ESG” proponents ( ¥ 40%)

— Proposals on climate topics dropped by the largest margin (¥ 25%)

Comparative Environmental Proposal Statistics

e The percentage of voted proposals remained

Change from H1

generally consistent with 2024, H1 2025 .y

notwithstanding Increases in the volume and proposals Submitted 13 S
success rate of no-action requests e

Roequestg 40% A 15%

e However, shareholder support dropped to % of No-Action Requests Granted 69% A 16%

just 10%, with no proposals passing % of Proposals Voted on £ Ao

Average % of Votes Cast in Favor 10% V8%

Pass Rate of Voted Proposals 0% V 3%
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Environmental Proposals — Notable Themes

1. Decreasing Submission and Success of Climate Proposals

e Key changes in climate-related regulations and investor expectations appear to have underscored trends in

climate-related proposals (the volume and success of which continued to decline), including:

The continued evolution of climate-related regulations at the U.S. state level and across the globe may have led some
investors to determine that proposals in this area are untimely

Heightened political and regulatory scrutiny on current and former members of net zero alliances (including the Climate
Action 100+ and UN Net Zero alliances) appeared to correlate with reduced shareholder support for climate proposals

e Other subsequent developments, including President Trump’s executive order aimed at stopping the

enforcement of state and local climate change laws, as well as state AG’s investigations of several prominent
climate reporting and target setting organizations, could further impact climate proposal trends

2. Nature Proposals Growing

e While climate-related proposals continue to decline, nature proposals have increased (A 17%)

e These proposals have mainly focused on the environmental impact of packaging pollution and other waste

(issues that are gaining regulator attention in the U.S. and internationally)

SULLIVAN & CROMWELL

14



Compensation Proposals

e Compensation proposals remained the smallest category of proposals and continued to be
difficult to exclude and unlikely to be withdrawn (with over 75% reaching a vote)

— Severance remained the most prevalent topic and received the highest support levels (23% of votes

CaSt) in this area Comparative Compensation Proposal Statistics

Change from H1

— ESG-linked compensation proposals also surged H1 2025 2024
again but differed in focus and tone from last year | o posais submitted 66 V 16%
= All 2025 ESG-linked compensation proposals were % of Proposals w/ No-Action Requests 48% V 19%
submitted by anti-ESG proponents % of No-Action Requests Granted 57% V 18%
= All but one related to social metrics (specifically, % of Proposals Voted on 74% V¥ 20
narrowing/eliminating DEI goals), rather than _
environmental metrics, which were the main focus of | Average ¥ of Votes Castin Favor L17% A3%
the 2024 proposals Pass Rate of Voted Proposals 0% No change

e Excluding proposals from “anti-ESG” proponents (which constituted 14% of compensation
proposals and averaged 1% support), overall support for compensation proposals increased
(A 14%) to 29%, but no proposals passed
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Voting on Management Compensation Proposals

e Support for say-on-pay proposals remained high
— Failed say-on-pay votes remained low while support averaged 90% for the S&P 500 and 91% for the Russell 3000

— Proposals with negative ISS recommendations received 26% and 22% less support at S&P 500 and Russell 3000
companies, respectively

» Pay-for-performance remained the most important quantitative factor for negative 1SS recommendations while limited,
opague or undisclosed performance goals become the most often cited qualitative factor

Say-on-Pay Results

S&P 500 Russell 3000
H1 2025 FY 2024 H1 2025 FY 2024
Percentage passed 99% 99% 99% 99%
Percentage with ISS “Against” recommendations 9% 8% 12% 11%
Average support overall 90% 90% 91% 91%
Average support with ISS “For” recommendations 92% 92% 94% 94%
Average support with ISS “Against” recommendations 66% 65% 71% 73%

e Shareholder support for equity compensation plans was consistent with last year

— Average support for equity compensation plans was 90% among the S&P 500 and 88% among the Russell 3000
(vs. 90% and 88% in H1 2024), with all S&P 500 plans passing and only two Russell 3000 plans failing
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SEC Roundtable Discussion

e SEC Roundtable Discussion

— On June 26, 2025, the SEC hosted a roundtable to discuss executive compensation disclosure requirements

= Discussion topics included, among other things, the evolution of the disclosure rules, the pros and cons of the current
disclosure regime and how the disclosure requirements should look in the future

» The treatment of security benefits as perquisites for SEC disclosure purposes was also touched on

— While it was generally agreed that the current disclosure rules are unsatisfactory, there was limited consensus as
to how the rules should be revised

— The SEC has also requested public comments on the disclosure requirements
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QOverview

e Globally, the number of activist campaigns in H1 2025 has decreased slightly from the record-
breaking number of campaigns that occurred in H1 2024 (129 H1 2025 vs. 147 H1 2024), but is
In-line with the average number of campaigns over the last 4 years

e Much of activism is resolved by board change, and requests for board change remain the
most prominent public activist demand, arising in 43% of public campaigns, with activists
gaining 76 separate board seats in the U.S., 91% of which were obtained through settlements

e |In the U.S., Healthcare, Technology, Industrials, Consumer and Real Estate have been the
most targeted industries in 2025

e Although there were select high-profile activism battles that resulted in full proxy contests, the
vast majority of activism matters in 2024 were resolved through settlements

¢ Globally, activists have been more successful in gaining board seats in 2025

— Activists have won 86 seats in H1 2025, putting them on track to surpass the 119 seats won in FY
2024
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Notable Themes

e Normalization of Activist Candidates

— Activists are increasingly willing to use search firms to recruit director candidates, and, as a result, stockholders may be more
likely to vote for such candidates

e Use of Private Nominations
— Activists continue to privately submit nomination notices, often naming individuals from the activist’'s fund as director nominees,
and routinely without any authentic intention of running for election

¢ [ncrease in “Withhold” Campaigns to Effect Change

— A number of high-profile “withhold” campaigns have highlighted the tactic’s utility in effecting change, including, among others,
H Partners Management, LLC at Harley-Davidson, Inc., Impactive Capital, LP at WEX Inc. and Ancora Holdings Group, LLC
(“Ancora”) at Forward Air Corporation

e Activists Increasingly Target CEOs

— Activists continue to demand accountability and CEO replacements (e.g., Ancora at U.S. Steel, Elliott Investment Management
(“Elliott”) at Starbucks Corporation, Elliott at Southwest Airlines Co)

— ISS typically imposes a higher-than-normal standard for CEO removal, though a 2025 shift suggests ISS may ease those
standards in specific governance structures, signaling a possible change amid growing CEO scrutiny
e Social Media Activism
— The use of social media in activism campaigns continues to rise, and companies should consider monitoring unusual social
media activity and engagement as a part of their activism preparedness protocols
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Legal Developments in the Activism Landscape

e Kellner v. AIM Immunotech, Inc.

— The decisions in Kellner indicate that Delaware corporations’ bylaws’ informational requirements (a) must be clear
and limited to informational requirements serving the necessary function of allowing boards to knowledgeably
make recommendations about director nominees, while ensuring that stockholders cast well-informed votes and
(b) cannot be drafted as requirements that are more “akin to a tripwire than an information-gathering tool”

— In light of Kellner, Delaware corporations must ensure that their advance notice bylaws are granular, specific

and do not constitute “overbroad [and] unworkable” informational requirements “ripe for subjective interpretation
by the [b]oard”

e Siegel v. Morse

— The Delaware Court of Chancery further refined its approach with respect to reviewing companies’ advance notice
bylaws in ruling that the Court will conduct only an equitable review of a company’'s bylaws if a “ripe”
controversy exists, not a “hypothetical one” (e.g., where a stockholder is not at least considering/intending to
run a proxy contest nor alleging that the advance notice disclosure requirements would apply to the stockholder)

— The Court’s ruling removes the possibility of a “corporate gadfly” bringing a lawsuit to challenge a company’s
advance notice provisions in the absence of a real dispute
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Continued Uncertainty

Companies are facing an increasingly complex compliance, governance and investor relations environment driven by ongoing political
developments, policy shifts and diverging stakeholder demands

#% Diverging Stockholder & Stakeholder L
iy Dema%dg wState-Level Polarization
. . P Political actors in both red and blue states are proposing
Eggp a;rl]((ejs “::]e;i_zeseér’l’g grrzzl;zt iin?ﬁgefrcr)\renr]]t CI;O;TOEIS:]ZI dZ:O / ESG-related laws and policies that are increasingly broad
stakeholder criticism via traditional and social media, and conflicting
stockholder proposals and lawsuits

—

[ Federal Deregulation Focus

Consistent with Presidential executive orders, the SEC and
other agencies under the Trump Administration are

qp Judicial Headwinds

ro : . ' ' UusS The actions of “pro-ESG” and “anti-ESG” federal and state
unwinding Biden-era rulemaking on ESG topics, with the ————) o  CE— regulators—as well as the activities of private parties in
SEC, under Chair Atkins, expected to shift towards a more Companies response to those regulators—are being challenged in
principles / materiality-based approach to rulemaking courts

sashe  Scrutiny on Proxy Advisors & Institutional
Investors \ @ Evolving International Requirements

The ESG-related policies, practices and positions of ISS, As ESG requirements in the EU (e.g., CSRD and CSDDD)

Glass Lewis and large institutional investors are under and other jurisdictions come into force, multinational U.S.

significant scrutiny from federal, state and private parties, companies are working towards compliance while balancing

leading some institutional investors to reduce their willingness potential U.S. risks associated with the additional

to engage with portfolio companies disclosures, targets and other requirements under foreign
regulations
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Areas to Watch

e A number of current and ongoing developments could significantly impact future proxy seasons,
including:

— Intensifying scrutiny of proxy advisors and outcome of pending litigation surrounding the SEC’s proxy
advisory rules and the recent Texas proxy advisor law

— Impact of the SEC’s Schedule 13G guidance on institutional investor engagements

— Possible changes to the current Rule 14a-8 shareholder proposal process at the U.S. state- and/or
federal-level
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