
Now more than ever, Governance Matters 

www.issgovernance.com 

ROLES OF PROXY ADVISORS 

   Helping Investors Make an Informed Vote 



AGENDA 

› Independent Advisor to Institutional Investors 

› Proxy Advisors as Governance Expert 

› Proxy Advisors as Information Aggregator 

› Reducing Operational Impediments to Voting 
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Informed Fiduciary, Advisor to Institutional Investors 

Independent advisors serving institutional investors 

Review and analyze 
meeting agendas to 
support informed 
decision making 

Make vote 
recommendations 

Engage with issuers  

Research & 
Recommendations 

Support compliance 
obligations in 
accordance with SEC 
regulations, N-PX, 
Dodd-Frank, UK 
Stewardship Code, 
UNPRI, among others 

Fulfill Compliance 
Requirements 

Implement customized 
proxy voting policies 
that reflect the unique 
perspectives of the 
client 

Implement Clients’ 
Own Philosophy 

Send and process vote 
instructions 

Reconcile ballots and 
client holdings 

Communicate with 
custodian banks 

Vote Execution & 
Processing 

Provide independent and objective advice to institutional 
investors and facilitate their decision-making process while 
meeting their compliance responsibilities. 
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Policy-based Research and Policy Formulation Process 

ISS adopts a policy-based approach and develops its policies in a transparent manner that includes 
ongoing market feedback, surveys, roundtables and an open industry comment period 

› Market-specific Policies developed to cater 
to each market’s unique practice and 
standards while taking into account 
international best practices. 

› Perspective of a Long-term Owner through 
policy guidelines, seeking to maximize 
shareholder value through voting. 

› Balanced Viewpoints that seeks to strike the 
right balance between shareholder interests 
and economic practicality. 

› In-depth Analysis of meeting agendas 
applying market-specific policies. 

› Engagement with Issuers to gain deeper 
understanding of the facts and enriches our 
analysis on contentious and unique issues. 

Policy Formulation Process Research Approach 

Many investors develop their own policies and vote following 
their own guidelines. 
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Analysis of Resolution Items 
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Investors come to proxy advisors for their expert advice on a broad range of governance issues in 
various markets to help them make an informed voting decision 

Agenda 
Hong 
Kong 

India Malaysia Singapore Korea Thailand Japan US 

Financial Statements ○ ○ ○ ○ △ ○ × × 

Dividend Distribution ○ ○ ○ ○ △ ○ △ × 

Director/Supervisor 
Election 

○ ○ ○ ○ ○ ○ ○ ○ 

Appointment of 
Independent Auditor 

○ ○ ○ ○ × ○ △ ○ 

Director Remuneration ○ △ ○ ○ ○ ○ △ × 

Executive Remuneration × △ × × × × × ○ 

Equity-based Incentives ○ ○ ○ ○ △ ○ ○ ○ 

Share Issuance 
Authority 

○ ○ ○ ○ × △ × × 

Share Repurchase 
Authority 

○ △ ○ ○ × × △ × 

Related-Party 
Transaction 

○ ○ ○ ○ × ○ × × 
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Alert Issues of Material Consequences 

Case Study: Zhuzhou CSR Times Electric Co., Ltd. (HK:03898) 

General mandate to issue shares 

• At 2013 AGM, requested authority to 
issue up to 20% of domestic shares or 
H shares at maximum discount of 20% 

• Passed with 76.8% support, but parent 
allowed to vote (holds 57.03% of 
outstanding shares) 

• 75.6% of independent shareholders 
voted AGAINST 

Dilutive private placements 

• On Oct. 25, 2013, issued 91,221,000 H 
shares, 20% of outstanding H shares, 
via private placement to undisclosed 
buyers 

• @ HK$25 per share, 8.76% discount to 
unaffected price of HK$27.40 

• Raised HK$2.28 billion (approx. CNY 
1.8B) to procure raw materials and 
machinery equipment  -  200  400  600  800  1,000 1,200 1,400 1,600 1,800 2,000

Capital raised

Entrustment loan

in CNY millions 

Entrustment loans to parent 

CNY 500 million • In Dec. 2013, announced that it would lend CNY 
500M to the parent via entrustment loan 

• @ 10% below benchmark lending rate 
• Non-material, so no shareholder vote required 
• To better utilize surplus cash with acceptable 

levels of risk with satisfactory economic returns 

CNY 1 billion • At EGM in March 2014, proposed to lend 
additional CNY 1B 

• @ 10% below benchmark lending rate 
• IFA and INEDs believe in shareholders’ best 

interest 
• Proposal was defeated with 72.6% AGAINST votes 

by independent shareholders 
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Inform Corporate Governance Practices and Trends 

BOARD COMPOSITION 

• Based on sample of large and widely-held companies for non-Japanese equities. Approx. 800 Asian securities, 300 Australian companies, and 4000 US companies. For Japan, the 
sample is all listed companies. 

• Based on ISS definition of independence. INED stands for independent non-executive director. 
• In Korea and Japan, only outside directors’ attendance is disclosed. 
• 2014 data is for the first 8 months 

2013 

Country 
Average 

Indep. 
%  1/3 
Indep. 

% Maj 
Indep. 

% INED 
Chair Age Tenure 

Average 
 Size #WOB WOB% 

%of <75% 
attendance 

Hong Kong 38.2% 91.7% 5.4% 1.7% 55.0 6.2 10.3 0.9 8.9% 5.9% 

India 51.3% 94.4% 41.6% 8.0% 61.1 7.4 10.7 0.74 6.9% 15.4% 

Malaysia 45.2% 85.5% 32.3% 35.5% 59.1 7.8 8.9 0.92 10.3% 4.2% 

Singapore 53.4% 93.2% 52.1% 23.3% 60.8 7.9 8.9 0.67 7.5% 4.8% 

Thailand 41.8% 94.6% 16.2% 36.5% 60.0 9.0 12.4 1.53 12.3% 7.0% 

Japan 6.7% 4.2% 0.8% N/A 58.5 6.4 8.1 0.1 1.6% 7.2% 

Korea 51.5% 87.9% 64.5% 6.5% 58.5 3.7 8.2 0.14 1.7% 1.6% 

USA 75.7% 99.3% 94.3% 36.6% 61.2 8.5 8.5 1.05 12.3% 1.0% 

2014 

Country 
Average 

Indep. 
%  1/3 
Indep. 

% Maj 
Indep. 

% INED 
Chair Age Tenure 

Average 
 Size #WOB WOB% 

%of <75% 
attendance 

Hong Kong 38.5% 92.0% 5.4% 1.3% 55.2 6.8 10.36 0.98 9.5% 6.3% 

India 53.3% 97.7% 45.3% 11.6% 60.3 7.8 10.55 1.00 9.5% 13.7% 

Malaysia 48.4% 98.3% 36.7% 40.0% 59.0 7.0 8.63 0.97 11.2% 4.1% 

Singapore 53.4% 97.0% 45.5% 30.3% 60.8 8.5 8.76 0.59 6.7% 2.9% 

Thailand 41.6% 98.6% 11.0% 38.4% 60.0 9.2 12.47 1.53 12.3% 5.7% 

Japan 8.3% 4.7% 0.9% N/A 58.8 6.2 8.1 0.1 1.9% 7.6% 

Korea 52.2% 87.0% 71.3% 4.3% 57.3 3.4 7.86 0.10 1.3% 0.9% 

USA 76.1% 99.3% 94.2% 36.7% 61.3 8.4 8.57 1.10 12.8% 1.0% 
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Inform Corporate Governance Practices and Trends 

COMMITTEE COMPOSITION 

2013 Audit Committee Remuneration Committee Nomination Committee 

Country with AC 
Majority 

Indep. INED Chair with RC 
Majority 

Indep. INED Chair with NC 
Majority 

Indep. INED Chair 

Hong Kong 99.4% 96.0% 91.9% 98.9% 90.4% 91.3% 93.7% 89.0% 54.7% 

India 100.0% 95.2% 92.0% 87.2% 85.3% 83.5% 44.0% 72.7% 61.8% 

Malaysia 100.0% 93.5% 95.2% 95.2% 79.7% 78.0% 98.4% 86.9% 80.3% 

Singapore 100.0% 91.8% 90.4% 100.0% 83.6% 80.8% 98.6% 86.1% 87.5% 

Thailand 100.0% 100.0% 94.6% 86.5% 65.6% 73.4% 86.5% 67.2% 78.1% 

Japan N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Korea 87.9% 97.2% 37.6% 29.8% 83.8% 24.3% 76.6% 68.4% 15.8% 

USA 99.8% 99.6% 95.1% 87.4% 97.1% 89.5% 95.2% 97.1% 86.1% 

2014 Audit Committee Remuneration Committee Nomination Committee 

Country with AC 
Majority 

Indep. INED Chair with RC 
Majority 

Indep. INED Chair with NC 
Majority 

Indep. INED Chair 

Hong Kong 99.0% 95.8% 93.9% 99.4% 90.0% 91.6% 94.6% 85.8% 51.0% 

India 100.0% 96.5% 95.3% 94.2% 86.4% 88.9% 77.9% 83.6% 82.1% 

Malaysia 100.0% 98.3% 100.0% 100.0% 83.3% 80.0% 100.0% 90.0% 83.3% 

Singapore 100.0% 90.9% 92.4% 100.0% 89.4% 78.8% 98.5% 87.7% 83.1% 

Thailand 100.0% 100.0% 95.9% 89.0% 58.5% 76.9% 89.0% 56.9% 76.9% 

Japan N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Korea 84.3% 97.9% 38.1% 26.1% 76.7% 23.3% 69.6% 72.5% 11.3% 

USA 99.9% 99.8% 96.5% 90.8% 97.1% 91.6% 96.0% 97.1% 87.7% 
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Primary Information Source 

Secondary source of information 
Collected only as reference 

Engagement augment the 
research process 

Proxy Advisors as Aggregator of Information 
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Collect and process a broad range of information and make what investors need to make a vote 
decision, when they need them 

ISS vote recommendation and analysis are based solely on 
publicly available information. 

Advisory Report 

Governance Data 

Compensation Data 

Proxy Filings 

Annual Report 

Regulatory Filings Financial Data 

Engagement News & Third-party Research 

Collect Public Filings 
Aggregate relevant documents from 

various sources 

Compile Data 
Extract relevant information and 

process them into format that can 
easily be analyzed 

Analysis & Report 
Analyze the data and summarize key 

issues and exceptional items 
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Information Available for Analysis 

CASE STUDY: SK TELECOM 
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Information Available for Analysis 

CASE STUDY: SK TELECOM 
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Information Available for Analysis 

CASE STUDY: SUPALAI PUBLIC COMPANY LTD. (THAILAND)  
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Quality of analysis and recommendation are dependent upon 
the quality of disclosure. 
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Reducing Operational Impediments to Voting 

CHAIN OF CUSTODY LIMITATIONS 

“Companies and shareholders communicating”  

versus  

REALITY 

  

 

 

Issuer Subcustodian 
Bank 

Registrar or 
Transfer Agent 

Global Custodian 
Bank 

Shareholder 
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Reducing Operational Impediments to Voting 

COMPLEXITY OF VOTING VALUE CHAIN 
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Limited Time Available for Analysis and Voting 

Country Meeting Notice1 
General Voting 

Deadlines2 Problem Areas 

China 20/15 days 3-10 bus. days 

Meeting notices disclosed 20 days prior to an AGM and 15 days prior to an EGM. Additional 
disclosure may be made as late as 7 days prior to the meeting. Large numbers of EGMs 
throughout the year. No English disclosure. 

Hong 
Kong 21/14 days 3-7 bus. days 

Dual-listed companies occasionally have aggressive vote cutoff of over 12 business days. 
These cutoffs are set based on the registration deadline. Large numbers of EGMs 
throughout the year. 

India 20/15 days 4-12 bus. days Some ballots have extremely aggressive cutoff of more than 12 business days. 

Japan 14 days 2-8 bus. days 
Season concentrated over 1 week in June, when 3/4 of year's AGMs take place. Limited 
disclosure in English.  

Malaysia 21/14 days 4-6 bus. days   

Singapore 15/10 days 3-6 bus. days Disclosure of Annual Reports often past the 14-day due date. 

Korea 14 days 6-10 bus. days 

Often meeting agendas are published as far in advance as one month before the AGM, but 
meeting circulars containing relevant information is disclosed at or after the market hours 
14 days before the meeting (which is typically Friday). In most cases, clients need to vote by 
Monday the following week. Annual Reports are not available prior to the AGM. Limited 
disclosure in English. 

Taiwan 30/15 days 3-10 bus. days 

Supplemental materials are disclosed 21 days before an AGM; meeting notices and circulars 
are disclosed 15 days prior to an EGM. Annual Reports typically not available at the time of 
analysis. Candidate lists are released by the company ranging from 2 to 20 days before the 
meeting date. For a valid vote, shareholder ID of a director candidate is required. Limited 
disclosure in English. 

Thailand 30 days 2-5 bus. days Annual Report typically not available at time of analysis 

1. Meeting Notices refers to the time period that notices must be released to shareholders by law. However, in many markets, this does not include other materials required to make 
an informed vote. For markets with 2 periods, the first refers to meetings with ordinary business only; the second to meetings containing special business or EGMs. 

2. Voting Deadlines indicate approximate range of voting cut-offs imposed by custodians and/or sub-custodians, which are often padded with extra days. 
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Main AGM Seasons 

High volume of shareholder meetings during the AGM seasons could pose a great operational challenge 
for institutional investors 
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Japan 

Italy 

UK 

France 

Germany 

US 

May - June 

April – June 

March – June 

Jan             Feb            Mar            Apr            May            Jun              Jul             Aug             Sep             Oct            Nov            Dec 

March – August 

Korea 

Malaysia 

Thailand 

China 

Hong Kong 

Singapore 

March – April 

April 

April – June 

April – June 

Jan             Feb            Mar            Apr            May            Jun              Jul             Aug             Sep             Oct            Nov            Dec 

G7 Countries 

AxJ Countries 

March 

April 

April – June 

March 

April – June 

Australia May Oct – Nov 

Mid Sep  – Mid Dec 

Canada March – June 

India July – Sep 
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AGM Concentration (Peak Days) 

G7 (2013) 

AxJ (LTM2014) 

**Data for India & Australia are based on 2013 figures 
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22.7% 
25.9% 
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Figures below represent the percentage of AGMs held in each country’s respective peak months  

G7 (2013) 

AxJ (LTM2014) 

**Data for India & Australia are based on 2013 figures 
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The Governance Industry Continues to Evolve 

GOVERNANCE MOVES FROM A BACK OFFICE FUNCTION 
TO A FRONT OFFICE AND YEAR-ROUND FOCUS 

Ratings 
& Analytics 

Proxy Voting 

Proxy Advisory 
& Research 

Executive 
Compensation 

Board 
Oversight 

Engagement 
& Advisory 

Compliance driven 
mandate for all U.S. 
investment 
managers. Voting in 
international markets 
driven by market-
based codes 

Focus on Compliance / Annual Meeting Compliance & Investment Decision-Making 

Transactional, Seasonal Service 

Back / Middle Office 

Year-Round Service Integrated Into Daily Workflows 

Middle / Front Office 

Investors look to 
proxy advisors for 
analysis of company 
specific governance 
practices and for 
policy-based vote 
recommendations 

Plays a central role in 
US and many other 
markets, with 
institutions looking 
for peer 
benchmarking as well 
as alignment of pay 
with company 
performance 

As investors 
increasingly look at 
long-term 
performance, there is 
greater focus on 
quality of board in 
terms of expertise, 
track record and 
performance 

Significant increase in 
issuer-shareholder 
engagement, 
particularly around 
pay for performance 
and board decision-
making 

Investors consider 
governance risk when 
analyzing portfolio 
companies 
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