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Decatur Capital Management, Inc. (DCM) believes that
responsibly voting proxies is an effective approach for
shareholders to impact long term performance and
reduce risk to their invested capital. Decatur’s ESG
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proxy policy focuses on several issues, to include: labor
and human rights, health and safety, business ethics,

board diversity, and the environment.

On the majority of corporate issues, we believe that
corporate officers act in the shareholders’ best interest.
Our voting of proxies allow our clients the ability to hold
corporations accountable for their corporate actions.
Therefore, there are instances where we will vote against
management’s recommendation based on the impact that

key areas may have on investment performance.

Since launching our proxy policy, we have voted against
management on approximately 25% of the ballots of
firms that trade on the U.S. exchanges, while in our
Developed Markets ex-US strategy, we voted against

management 12% of the ballots.
Proxy Votes for U.S. Firms

In the U.S,, the three most prevalent proxy vote issues
where we voted against management were insufficient

gender diversity on boards, executive pay packages, and

the renewal of auditors whose tenure exceeds twenty

years.
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Gender Diversity of Corporate Boards

In this edition of the newsletter, we will focus on diversity
of corporate boards for firms that are listed on the U.S.
stock exchanges. We voted against management’s
recommendation on board appointments if less than
thirty percent of the board is comprised of women. We
have been asked by clients if our votes against
management have been successful. Regrettably,
management prevailed and was able to appoint board
members that were not women. However, the long term
effect of this approach is starting to make an impact.
Since the drive to obtain greater diversity of boards was
initiated by various shareholder groups, a growing
number of women and ethnic minorities have been

appointed to boards.

The 2020 Women on Boards Gender Diversity Index
(GDI) is an annual review of the gender diversity on
boards of directors in the Fortune 1000. The chart shows
that in 2011, there were approximately 29% of Fortune



1000 firms with 20% or more women board members.
By 2018, that number grew to approximately 62% of
Fortune 1000 firms with 20% or more women board
members. In 2018, there were approximately 50 firms or
5% that had zero women board members.! The Fortune

1000 represents the largest 1000 U.S. firms by revenue.
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As fiduciaries, we should evaluate if greater board
diversity can potentially have a positive impact on a firm’s
performance. Several studies have identified that greater

board diversity may improve a firm’s performance.
y may

One study analyzed how the Fortune 500 firms’ board
committee impacted a firm’s performance. The study
concluded that there is positive relationship with greater
diversity of corporate board committees, such as the
audit committee and firm financial performance?.
McKinsey & Company 2018 report on ‘Delivering
through Diversity’ found that firms with gender, ethnic
and cultural board diversity in the top quartile were more
likely to have above average profitability than companies
in the bottom quartile in board diversity. Firms with
greater diversity, on the board and throughout the

workforce, aids in recruiting top talent, improves
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Also,

another reason that boards with greater diversity may

customer orientation, and decision making.3

outperform is that these boards may have a greater focus

on ethical standards and corporate sustainable

responsibility .4

Based on our research, we believe that greater gender
diversity can be positive for firm performance. The
impact of diversity on corporate governance is an
innovative factor that we will continue to evaluate on

behalf of our clients.
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