
 
 

Meeting Summary 

Hot Topics for the Upcoming Proxy Season 
Follow-Up Discussion 

Quick recap 

The panel explored the SEC's expanded definition of active investors and its implications for 

company engagement, while also addressing challenges for small cap companies in investor 

relations and the benefits of classified boards. The group concluded by discussing ESG and DEI 

strategies, M&A trends, and the importance of clear business strategies and effective 

shareholder communication in today's fast-moving environment. 

AI Strategy, Compensation and Governance Discussion 

Gloria expressed interest in exploring how boards distinguish between AI strategy and 

governance, particularly in light of recent news about AI security and job uncertainty. They 

noted that investors are increasingly asking about tying AI executives into compensation 

discussions. 

SEC Active Investor Definition Impact 

The meeting focused on the SEC's expanded definition of active investors and its implications 

for company engagement. Kai explained the distinction between passive (13G) and active (13D) 

investors and how the SEC's stricter stance on active investors affects large institutional asset 

managers like BlackRock, Vanguard, and State Street. The panel discussed challenges for small 

cap companies in engaging with active investors and the importance of monitoring competitors' 

practices. Kai advised small companies to consider hiring IR firms to help with investor relations. 

The group also touched on board declassification, with Charisse advocating for annual elections 

as best practice, while Kai presented an opposing view, suggesting that classified boards could 

provide some benefits. 

Classified Boards and Retail Voting 

Kai discussed the importance of classified boards in protecting companies from hostile 

takeovers and activist investors, explaining that they make it difficult for bidders to succeed. 

He also addressed ExxonMobil's voluntary retail voting program, which allows retail investors to 

provide standing vote instructions for management. Kai praised Exxon for being a first mover 

in this area, despite criticism from the activist bar. He emphasized the need to increase retail 

investor participation in voting, as they often support management in proxy fights. 



 
 

AI and Corporate Governance Insights 

The discussion focused on two main topics: handling major adverse events and AI governance. 

Charisse explained that directors should focus on oversight of management and public 

communication, with legal guidance, particularly regarding mass tort events. Kai emphasized 

that boards should rely on available information and make decisions based on fiduciary duties, 

noting that courts won't second-guess business judgments. The group discussed how AI is 

transforming corporate governance, with Charisse observing that boards are now prioritizing AI 

expertise, whether through board members or senior executives. 

AI Expertise and Board Evolution 

The discussion focused on the evolving role of boards and advisory committees in addressing AI 

and technology expertise, with Gloria referencing a survey where over 60% of directors 

indicated plans to add relevant expertise in the next year. Connie highlighted the growing 

demand for AI leaders and the challenges smaller companies face in attracting such talent, 

noting that some organizations are exploring ways to redeploy existing high-performing 

employees within their companies. The panel also addressed heightened shareholder scrutiny 

of executive compensation, including pay-for-performance alignment and the rigor of goal 

setting, which continues to be a contentious issue for compensation committees.  

Pay-for-Performance in Executive Compensation 

Connie discussed the importance of pay-for-performance alignment in executive compensation 

programs, highlighting how proxy advisors like ISS and Glass-Lewis evaluate companies' pay 

structures. She explained that while one-time awards and inappropriate severance packages 

can trigger against recommendations, companies should focus on designing performance-based 

one-time awards and setting rigorous annual and long-term goals. Connie also noted that 

companies should pay attention to the structure of their PSU plans, including goal settings and 

payout opportunities, as well as the clarity of their compensation programs, to avoid scrutiny 

from proxy advisors. 

ESG and DEI Strategy Adaptation 

The group discussed ESG and DEI strategies in the current business environment, emphasizing 

the importance of maintaining core principles while adapting communication approaches due 

to political and investor climate changes. Charisse and Connie shared insi ghts on balancing 

business values with public perception, highlighting the need for honest communication without 

excessive "splashy" documentation. Kai provided an update on M&A trends, noting a surge in 

unsolicited takeover bids and activism, while emphasizing the critical role of effective 

shareholder communication in deal success. The session concluded with participants sharing 

key takeaways, including the importance of clear business strategies, succession planning, and 

maintaining calm decision-making in a fast-moving environment. 


