Via Hand Delivery
August 15, 2019
The Honorable Jay Clayton
Chairman
U.S. Securities and Exchange Commission
100 F Street NE
Washington, DC 20549
Re: August 21, 2019 Open Meeting1
Dear Mr. Chairman:
We are writing to express concern about the recent public announcement that the Securities and
Exchange Commission (Commission or SEC) will meet next week to consider publishing a
“Commission Interpretation” and “Guidance.”2 From the announcement, it appears that there
will be no opportunity for public comment. Further, the Commission interpretation and
guidance3 would reportedly impose substantive new requirements that, as best as we can
determine in the absence of a proposal put out for comment, may make it unnecessarily difficult
for proxy advisory firms to provide timely, independent and cost-effective research to their
paying customers—institutional investors.4
The Council of Institutional Investors (CII) is a nonprofit, nonpartisan association of U.S. asset
owners, primarily pension funds, state and local entities charged with investing public assets and
endowments and foundations, with combined assets of $4 trillion. Our associate members
include non-U.S. asset owners with more than $4 trillion in assets and a range of asset managers
with more than $35 trillion in assets under management. CII members share a commitment to
healthy public capital markets and strong corporate governance.5
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As we most recently commented in a July 18 letter to the SEC, we believe that adding regulatory
requirements to the operations of proxy advisory firms is misguided and is not the best use of the
Commission’s limited resources.6
As you are aware, at the end of the SEC’s November 15 public roundtable on the proxy process
(Roundtable) when the SEC staff asked: “Is there anyone on the panel that thinks there should be
additional regulation?”7 No panelist—including those speaking on behalf of the corporate
community—voiced any need for new regulations of proxy advisory firms.8 One of those panelists
was Patti Brammer, Corporate Governance Officer, Ohio Public Employees Retirement System
(OPERS) and a current CII board member.9 Consistent with her comments at the Roundtable,10 a
recent OPERS letter to the SEC explained:
Any regulation or restriction that erodes our confidence in the objectivity of the
work product we receive from our proxy advisory firm, reduces the time we have
to review their research, or otherwise infringes on our ability to fully utilize the
services that we, as a conscientious investor and consumer, have determined we
need will materially impact our ability to hold companies accountable for decisions
made at the expense of long-term shareholder value.
We respectfully request that the Commission reconsider its decision to focus its
efforts and limited resources on regulating proxy advisory firms. These entities
provide a necessary and valuable service to investors that wish to fully participate
in the governance process and more effectively engage as shareholders. The
administrative costs of attempting to recreate or duplicate the services we receive
from our proxy advisory firm would be prohibitive for a public institution like
OPERS. Issuer concerns regarding proxy advisory firm methodologies and
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decision-making processes should be addressed through collective dialogue
between issuers, proxy advisory firms, and investors, not government regulation.11
Another of the Roundtable panelists was former Committee on Banking, Housing, and Urban
Affairs (Banking Committee) Chairman, and current Visiting Scholar at the American Enterprise
Institute, Phil Gramm.12 Our members share the following view expressed by Senator Gramm at a
post-Roundtable Banking Committee hearing:
[M]y dealings with proxy advisors basically have been good. I think they listen
[and] . . . the problem is not proxy advisors.13
In addition, in a December letter to the SEC, T. Rowe Price Associates, Inc. stated: “We . . . would
have significant concerns with any regulatory changes that would sacrifice the objectivity of proxy
advisor reports or introduce delays in the proxy voting process that, in an already compressed and
intensely seasonal voting cycle, could result in missed vote deadlines.”14
Moreover, additional regulation of proxy advisory firms appears to be in direct conflict with the
recommendations of the SEC’s own Investor Advocate Rick Fleming.15 In an April speech, Mr.
Fleming stated:
In my view . . . the simple fact of the matter seems to be that proxy advisors have
given asset managers an efficient way to exercise much closer oversight of the
companies in their portfolios, and those companies don’t like it. That’s
understandable, and it is also understandable that companies, rather than directly
asking the SEC to suppress shareholder voting . . . would try to cloak their
arguments under the mantle of investor protection. But the investors themselves—
again, the ones paying for proxy advice—are not asking for protection. In fact, I
keep hearing opposition from investors to proposals that might lead to interference
in the proxy voting process.
....
Again, no one is claiming that proxy advisors are perfect, but in light of all the
important things that the Commission could spend its time on . . . I would
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respectfully suggest that imposing new regulations on proxy advisers should be
given a low priority.16
As indicated, we agree that pursuing further regulation of proxy advisory firms is not an effective
use of the SEC’s limited resources, particularly when the SEC could, among other things, complete
its rulemaking on universal proxy as an interim step to improving proxy plumbing.17
Finally, the August 21 Commission interpretation and guidance would also appear to be in direct
conflict with the views of the U.S. Department of Treasury (Treasury).18 The Treasury’s October
2017 report entitled “A Financial System That Creates Economic Opportunities, Capital
Markets” states:
Treasury recommends that the SEC and CFTC make their rulemaking processes
more transparent and incorporate improved economic analysis, updated
consideration of the effects on small entities, and public input as appropriate.
Treasury also recommends that the SEC and the CFTC avoid imposing
substantive new requirements by interpretation or other guidance.19
Thank you for your attention to our concerns. We would be welcome the opportunity to further
discuss these issues. If you have any questions or need additional information, please contact me
at 202-822-0800 or jeff@cii.org.
Sincerely,

Jeffrey P. Mahoney
General Counsel
CC:
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The Honorable Robert J. Jackson Jr., Commissioner, U.S. Securities and Exchange
Commission
The Honorable Hester M. Peirce, Commissioner, U.S. Securities and Exchange
Commission
The Honorable Elad L. Roisman, Commissioner, U.S. Securities and Exchange
Commission
The Honorable Allison Herren Lee, Commissioner, U.S. Securities and Exchange
Commission
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