
Hot Topics in Public Company Corporate Governance 

1. Board Gender Diversity 

• On September 30, 2018, California codified boardroom gender diversity 
requirements 

• All publicly traded companies incorporated or have principal executive offices in 
California must have at least one woman on its board by the end of 2019 

• For boards with at least five directors, at least two are required to be women by 
the end of July 2021; for boards with at least six directors, at least three are 

required to be women by the end of July 2021 

• Punishment – the California Secretary of State may impose a $100,000 fine for 
the first violation and $300,000 for any violation thereafter; the Secretary of State 
will also publish annual reports of companies in non-compliance 

• Affected companies should prepare for compliance to avoid the negative 
financial, reputational and potential business impacts of non-compliance 

•  Question: What is more effective for increasing gender diversity in the 
boardroom, engagement or quotas? 

2. Board Leadership 

• Joining CEO and board chair roles provides unity of command, but may place at 
risk the oversight role of the board since its leader is one of those it is evaluating 

• Question: What is more effective, an independent chairman or the independent 
lead director? 

3. Hedge Fund Activism 

• Some risk factors for becoming a target of hedge fund activists: 
i. Low market value relative to book value 

ii. Disappointing company performance compared to peers 
iii. Profitable with sound operating cash flows and return on assets 

iv. Excessive cash on hand 
v. Board composition does not meet today’s preferred governance practices 

• Question: Will hedge fund activism increase or decrease in 2019? 
4. Focus on Human Capital Management 

• BlackRock has defined human capital management as “employee development, 
diversity and a commitment to equal employment opportunity, health and safety, 
labor relations, and supply chain labor-standards, amongst other things.” 

• Question: Is the focus on workplace issues a long-term or short-term trend? 
5. ESG 

• Recent reports place the level of ESG-focused investment at approximately $20 
trillion of assets under management 

• Proposals relating to E&S now make up a majority of all shareholder proposals 
submitted to US companies, at around 53.4 percent 

• On October 1, 2018, a proposal was made to the SEC for rulemaking on 
standardized ESG disclosure 

• Question: Are boards well-prepared or unequipped for the shifting market tide on 
sustainability issues? 

6. Track Records 
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• Question: Is it appropriate for investors to target directors (or lead audit 
engagement partners) for oversight problems at other companies where they 
served on boards? 

7. Shareholder Proposals 

• John Chevedden and shareholders associated with him submitted 24% of all 
proposals in 2018 

• 2018 has shown a substantial decrease in the number of no-action requests 
granted by the SEC but also a significant increase in the number of proposals that 

have been withdrawn 

• Question: Are boards better off with them or without them? 
8. Regulation of Corporations 

• Senator Elizabeth Warren has proposed legislation that would require all 
companies with more than $1 billion in annual revenue to secure a charter from a 
newly established Office of United States Corporations 

• Such charter would require the company’s directors to consider the interests of a 
variety of stakeholders, not just stockholders 

• Employees would be empowered to elect at least 40% of the board of directors 

• Question: What is more effective – state or federal regulation? 


