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 Taking stock of director vulnerabilities in elections is a critical component of 
preparing for the annual meeting, proxy statement and shareholder 
engagement in 2020. In 2019, shareholder support in director elections fell to 
its lowest level since 2011. Institutional Shareholder Services (ISS) 
recommended voting against or withholding from individual directors over 
3,000 times at Russell 3000 companies in 2019. ISS recently released updates 
to its proxy voting policies for the 2020 proxy season, which will apply to 
shareholder meetings held on or after February 1, 2020, including new and 
updated policies that may further impact director elections. Companies 
should familiarize themselves with the updated voting policies of ISS and 
Glass Lewis (summarized here), and in particular, policies that continue to 
put a spotlight on directors.  
In this Alert, we summarize this year’s ISS voting policy updates, available 
here, which are largely consistent with the changes that ISS proposed in 
October, previously discussed here, and mostly refine or codify existing ISS 
policies. We summarize in Annex A the broad range of circumstances in 
which ISS indicates that it may issue a negative recommendation against 
individual directors, committee members, or the entire board. We also 
provide guidance and practical tips on “What to Do Now?” 

 
 
   

https://governance.weil.com/insights/heads-up-for-2020-proxy-season-2/
https://www.issgovernance.com/policy-gateway/upcoming-policies/
https://governance.weil.com/proxy-season-updates/heads-up-for-2020-proxy-season/
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ISS’S 2020 POLICY UPDATES 

2020 Policy Updates Affecting Director Elections 

Board Gender Diversity (Effective/Revised). Effective for meetings held on or after February 1, 2020, absent a 
firm commitment to achieve gender diversity within a year, ISS will recommend against the election of the 
nominating committee chair (or other directors responsible for the nomination process on a case-by-case basis) 
at Russell 3000 or S&P 1500 companies where there are no women on the board. ISS clarified that such a 
commitment will only be a mitigating factor for 2020, not beyond. Boards with no women nominees in 2020, 
but that had a female director in the prior year, will also need to acknowledge in their proxy statements the 
current lack of a gender-diverse board and provide a firm commitment to re-achieving board gender diversity by 
the following year. According to ISS, a “firm commitment” is a plan disclosed in the company’s proxy 
statement, with measurable goals, outlining the way in which the board will achieve gender diversity. 

Exceptions for “New Nominees” (Revised). ISS has clarified how it considers exemptions for a “new 
nominee” when determining whether such person should be held responsible for governance issues that ISS 
views as problematic. ISS defines “new nominees” as those that are being presented for election by 
shareholders for the first time (and therefore could include persons that have been serving as directors for years 
prior to a company’s IPO or for a couple of years as part of a classified board). Under the clarified policy, only 
a subset of new nominees – those who have served on the board for less than one year – are eligible to be 
evaluated on a case-by-case basis, where ISS may recommend a vote for (or not recommend a vote against) the 
new nominee depending on the timing of such person’s appointment to the board and the problematic 
governance issue in question. Similarly, ISS also revised its policy on poor board attendance to allow 
exceptions to its voting policy to apply only to “nominees who served only part of the fiscal year.” 

Problematic Governance at Newly-Public Companies.  Consistent with its proposed policy updates and as 
described below, ISS has revised certain policies related to newly-public company governance by creating two 
distinct policies to (1) address multi-class capital structures with disparate voting rights and (2) clarify ISS’s 
current policy regarding charter and bylaw provisions that it considers “adverse to shareholder rights.” ISS 
identifies “newly-public companies” as generally including companies that emerge from bankruptcy, spin-offs, 
direct listings and those that complete a traditional initial public offering. 

 Problematic Capital Structures (New).  Citing an increasing number of newly-listed companies that 
have multi-class capital structures, ISS has adopted a new policy pursuant to which it will generally recommend 
against or withhold from the entire board if, a newly-public company implemented a multi-class capital 
structure in which the classes have unequal voting rights without subjecting the multi-class capital structure to a 
“reasonable” time-based sunset. The reasonableness of a time-based sunset period will be based on the 
company’s maturity, its post-offering ownership structure and the board’s disclosed rationale for the sunset 
period selected. However, a sunset period of more than seven years from the date of the public offering will 
never be considered reasonable. 

 Problematic Governance Structure (Revised).  ISS will generally recommend against or withhold from 
individual directors, members of the governance committee or the full board if the newly-public company 
adopted charter and bylaw provisions (1) requiring a supermajority vote to amend a company’s bylaws or 
charter, (2) providing for a classified board structure, or (3) including “other egregious provisions.” ISS will 
consider a reasonable sunset of seven years or less as a mitigating factor. 

Restrictions on Shareholders’ Rights (Revised).  ISS’s policy is that it will recommend against the election of 
members of the governance committee if the company’s governance documents impose “undue restrictions” on 
shareholders’ ability to amend the company’s bylaws, such as outright prohibitions on the submission of 
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binding shareholder proposals, or share ownership requirements or time holding requirements in excess of SEC 
Rule 14a-8. ISS has added to its list of undue restrictions, “subject matter restrictions” such as prohibitions on 
shareholders’ ability to amend the bylaw provision that allows shareholders to amend the bylaws. ISS has also 
updated its policy to provide that it will recommend that shareholders vote against or withhold from the election 
of members of the governance committee until the company either (a) provides shareholders an unfettered 
ability to amend the bylaws or (b) submits to a shareholder vote a proposal providing for such unfettered right. 

Excessive Director Compensation. In 2019, ISS began noting whether it viewed non-employee director 
compensation to be excessive. For meetings held on or after February 1, 2020, ISS will recommend against 
members of the board committee responsible for approving or setting non-employee director compensation if 
there is a pattern (i.e., two or more years) of awarding excessive non-employee director compensation without 
disclosing a compelling rationale or other mitigating factors.  

Other Policy Updates 

Independent Board Chair Shareholder Proposals (Revised).  Generally, ISS’s policy is that it will 
recommend in favor of a shareholder proposal requiring that the company establish an independent chair. 
Independent board chair shareholder proposals are among the most common type of shareholder proposal every 
year. ISS has identified six factors to which it will give “substantial weight” and which will increase the 
likelihood that ISS will recommend in favor of a shareholder proposal requiring an independent chair: 

● A majority non-independent board and/or the presence of non-independent directors on key board committees; 
● A weak or poorly-defined lead independent director role that fails to serve as an appropriate counterbalance to a 

combined CEO/Chair role; 
● The presence of an executive or non-independent chair in addition to the CEO; a recent recombination of the role 

of CEO and chair; and/or departure from a structure with an independent chair; 

● Evidence that the board has failed to oversee and address material risks facing the company; 
● A material governance failure, particularly if the board has failed to adequately respond to shareholder concerns 

or if the board has materially diminished shareholder rights; or 

● Evidence that the board has failed to intervene when management’s interests are contrary to shareholders' 
interests. 

Notably, ISS has eliminated from its guidelines the consideration of one-, three- and five-year performance as a 
mitigating factor, which suggests that good performance will no longer factor into ISS’s recommendation on 
independent chair proposals.  

Evergreen Provision in Equity Compensation Plans (Revised).  ISS has added evergreen provisions 
(automatic share replenishment) to the list of features that it will consider an egregious “overriding factor” that 
would trigger a negative recommendation on an equity compensation plan proposal. The other features 
considered egregious by ISS include liberal change-of-control definitions, plans that permit repricing or cash 
buyout of underwater options without shareholder approval, plans that are a vehicle for problematic pay 
practices or a significant pay-for-performance disconnect, and plans that are excessively dilutive to 
shareholders’ holdings. ISS indicates that the Tax Cuts and Jobs Act of 2017 has resulted in a significant drop in 
the number of equity plans brought to a shareholder vote (27% year-over-year drop from 2017 to 2018), thereby 
creating a risk that evergreen plans will circumvent regular shareholder re-approval of equity plans within 
reasonable time periods and perpetuate plans with shareholder unfriendly features. 
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EVA Metrics for “Financial Performance Assessment” Screen (Revised).  Starting for meetings held on or 
after February 1, 2020, ISS will apply the “Economic Value Added” (EVA) metrics in its pay-for-performance 
model’s secondary “Financial Performance Assessment” (FPA) screen. ISS indicated that more detail on the 
EVA metrics will be included in the updated “Pay-for-Performance Mechanics” whitepaper when it becomes 
available in December 2019. 

Pay for Performance Evaluation (Revised).  ISS has confirmed that it will incorporate the use of Economic 
Value Added (EVA) metrics into its pay-for-performance evaluation model as a part of the model’s secondary 
Financial Performance Assessment (FPA) screen starting for meetings held on or after February 1, 2020. ISS 
applies its pay-for-performance model to consider CEO pay and company performance. The secondary FPA 
screen is applied generally to (a) companies with an overall medium level of concern or (b) companies with an 
overall low concern with one measure bordering on medium. Starting in 2020, ISS will substitute EVA 
measures for GAAP measures in the FPA screen. 

E&S Factors in ISS QualityScore. In addition to the new and revised ISS policy updates, companies should be 
aware that ISS updated its QualityScore Report to add to new Compensation/Remuneration factors that evaluate 
whether companies disclose an Environmental & Social (E&S) performance measure for their short-term and 
long-term incentive plans for executives. QualityScore reports will also include a new Shareholder Rights factor 
that identifies the highest level of vote support for an E&S shareholder resolution at the company’s most recent 
annual meeting. These new E&S-related factors will initially be provided only for informational purposes and 
will not impact a company’s QualityScore during the first year. 

Share Repurchase Programs (Revised). A shareholder vote is required for certain U.S. financial institutions 
and U.S.-listed foreign companies to implement share buybacks. Given that most U.S. companies implement 
share buyback programs through board resolutions and do not seek shareholder approval, ISS revised its policy 
to give boards of U.S. and foreign-incorporated companies listed in the U.S. more flexibility. Accordingly, ISS 
will support management proposals granting the board authority to conduct open-market share repurchases in 
the absence of company-specific concerns relating to greenmail, the use of buybacks to inappropriately 
manipulate incentive compensation metrics, threats to the company’s long-term viability or other company-
specific factors as warranted. ISS also clarified that it would recommend voting in favor of proposals to 
repurchase shares directly from specified shareholders on a case-by-case basis, balancing the stated rationale 
against the possibility for the repurchase authority to be misused. 

Diversity – Pay Gap (Revised). In order to capture recent shareholder proposals on racial and ethnic pay gaps, 
ISS has added race and ethnicity to its existing policy on how it will evaluate shareholder proposals seeking 
greater disclosure or reports on a company’s gender pay data. ISS will recommend a vote on a case-by-case 
basis on proposals requesting reports on a company’s pay data by race or ethnicity, as well as gender, taking 
into account whether such factors have been the subject of recent controversy, litigation or regulatory action and 
whether the company is lagging behind its peers on reporting such factors. 

What to Do Now? 
● Identify and address potential vulnerabilities in director elections, including the board’s responsiveness to 

majority supported shareholder proposals or a poor say-on-pay vote, problematic governance structures at newly-
public companies, excessive director compensation, director overboarding, director attendance and board 
diversity. See Annex A for a summary of the broad range of circumstances in which ISS may issue a negative 
recommendation against individual directors, committee members, or the entire board. A summary of the 2020 
Glass Lewis policy updates, and a link to the full set of policies for 2020, is also available here. 

● Review and refresh policies and practices relating to board recruitment and board composition, skills and 
diversity and consider whether the skills, backgrounds and diversity of each director, and the collective 

https://governance.weil.com/insights/heads-up-for-2020-proxy-season-2/
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experience of the board are disclosed clearly. Boards with no women nominees in 2020 should disclose a “firm 
commitment” to achieving gender diversity on the board. 

● Any company that will be going public, whether by traditional IPO, direct listing, spin-off or emergence from 
bankruptcy, should consider its proposed governance profile and capital structure in light of the potential 
implications of ISS recommendations regarding future director elections. 

● Companies that have received an independent chair proposal in the past, or could expect such a proposal, should 
consider whether any of the ISS-identified factors exist at the company and whether to address them ahead of 
proxy season. 

● Companies with an equity plan proposal on the annual meeting agenda should review carefully their plans against 
ISS’s Equity Plan Scorecard (EPSC). 

● Companies that received criticism from ISS regarding “excessive” non-employee director compensation in 
connection with their 2019 annual meetings, should be preparing now to carefully evaluate their non-employee 
director compensation program and either make modifications to such program or provide in their proxy 
statement a “compelling rationale” for the program or other mitigating factors.  



Annex A: Policies Affecting Director Elections 

Weil, Gotshal & Manges LLP 

Circumstance ISS Policy Targeted Directors 

Board Governance 

Problematic 
Structures for 
Newly Public 
Companies* 
 
 
 
 
 
 
 
 
 

● Trend data demonstrates that newly public companies or their 
boards often implement problematic governance or capital 
structures with features that are adverse to shareholder interests 
prior to or in connection with their public offering 
● Newly public companies generally include companies that 

emerge from bankruptcy, spin-offs, direct listings, and those 
who complete a traditional initial public offering 

● The problematic features will result in a case by case 
recommendation on director elections until they are reversed or 
removed   

Problematic Capital Structure 
● The board or the company implemented a multi-class capital 

structure in which the classes have unequal voting rights 
without subjecting the multi-class capital structure to a 
reasonable time-based sunset prior to or in connection with 
company’s going public 

● Consideration given to company’s lifespan, its post-IPO 
ownership structure and disclosed rationale for sunset period 
selected 

Problematic Governance Structure 
● The board or the company implemented the following charter or 

bylaw provisions that are considered to be materially adverse to 
shareholder rights prior to or in connection with company’s 
going public:  

● Supermajority vote to amend bylaws or charter 
● Classified board structure 
● Other relevant egregious provisions 

● A reasonable sunset provision will be considered a mitigating 
factor 

Entire Board (except 
New Nominees, who 
would be considered 
case by case) 

*Reflects new or revised policy. 
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Circumstance ISS Policy Targeted Directors 

Responsiveness 
to Shareholder 
Proposals 

● The board failed to act on a shareholder proposal that received 
approval by a majority of votes cast in the previous year or 
failed to act on a management proposal seeking to ratify an 
existing charter/bylaw provision that received opposition of a 
majority of the shares cast in the previous year.  Factors that 
will be considered are: 
● Disclosed outreach efforts by the board to shareholders in the 

wake of the vote 

● The board’s rationale, as provided in the proxy statement, for 
the level of implementation of the proposal 

● Subject matter of the proposal 

● Level of support for and opposition to the proposal at past 
meetings 

● Board actions in response to the majority vote and its 
shareholder engagement 

● Continuation of the underlying issue as a voting item on the 
ballot (as either shareholder or management proposals) 

● Other factors as appropriate 

Entire Board, 
Committee Members, or 
Individual Director 

>50% Negative 
Votes Against 
Director 

● At the previous board election, any director received more than 
50 percent withhold/against votes of the shares cast and the 
company failed to address the underlying issue(s) that caused 
the high withhold/against votes 

Entire Board, 
Committee Members, or 
Individual Director 

Takeover Offers ● The board failed to act on takeover offers where a majority of 
shareholders tendered their shares 

Entire Board, 
Committee Members, or 
Individual Director 

Say-on-Pay 
Frequency 

● The board implemented an advisory vote on executive 
compensation on a less frequent basis than the frequency that 
received the majority of votes cast at the most recent 
shareholder meeting at which shareholders voted on the say-on-
pay frequency 

Compensation 
Committee or Entire 
Board (in egregious 
cases) 

*Reflects new or revised policy. 
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Circumstance ISS Policy Targeted Directors 

Attendance ● Attends less than 75 percent of board and committee meetings 
for the period of service (e.g., missed more than one meeting, if 
the director’s total service was three or fewer meetings), unless 
the absence was due to medical issues/illness, family 
emergencies, and the reason for such absence is disclosed in the 
proxy statement or other SEC filing 

● Chronic poor attendance without reasonable justification would 
also result in recommendations against  

● If the proxy disclosure is unclear and insufficient to determine 
whether the director attended at least 75 percent of board and 
committee meetings during the period of service 

Individual Director 
(except nominees who 
served only part of the 
fiscal year), or 
Committee Members or 
Entire Board in cases of 
chronic poor attendance 
without reasonable 
justification 

Overboarding ● Sits on more than five public company boards, with boards of 
subsidiaries with publicly-traded stock counting as separate 
boards 

● CEO of a public company and sits on boards of more than three 
public companies in total, with boards of subsidiaries with 
publicly-traded stock counting as separate boards 
● Although all of a CEO’s subsidiary boards will be counted as 

separate boards, ISS will not recommend a withhold vote 
from the CEO of a parent company board or any of the 
controlled (> 50% ownership) subsidiaries of that parent, but 
may do so at subsidiaries that are less than 50% controlled 
and boards outside of the parent/subsidiary relationship 

Individual Director 

Board 
Diversity* 

● Companies where there are no women on the company’s board 
● Certain mitigating factors would include, among other 

applicable relevant factors: 
● Proxy statement disclosure of firm commitment to appoint at 

least one woman to the board within a year (available only 
until Feb. 1, 2021) 

● The presence of a woman on the board at the preceding 
annual meeting and a firm commitment (i.e., public 
disclosure) to appoint at least one woman to the board within 
a year 

Nominating/Governance 
Committee chair (and 
other directors on a 
case-by-case basis) 

Independent 
Key Committees 

● An “inside director” or “affiliated outside director” (as 
separately defined by ISS) serving on the audit, compensation or 
nominating committee 

Individual Director 

Lacking Key 
Board 
Committees 

● The company lacks an audit, compensation, or nominating 
committee so that the full board functions as that committee 

All Inside Directors and 
Affiliated Outside 
Directors 

Majority 
Independent 
Board 

● The full board is less than majority independent All Inside Directors and 
Affiliated Outside 
Directors 

*Reflects new or revised policy. 



Governance & Securities 
 

Weil, Gotshal & Manges LLP December 12, 2019 9 

Circumstance ISS Policy Targeted Directors 

Shareholder Rights 

Unilateral 
Bylaw/ Charter 
Amendments 
Diminishing 
Shareholder 
Rights 

● Board amendment of the company’s bylaws or charter without 
shareholder approval/ratification in a manner that materially 
diminishes shareholders’ rights or that could adversely impact 
shareholders, considering the following factors, as applicable: 
● The board’s rationale for adopting the bylaw/charter 

amendment without shareholder approval or ratification 

● Disclosure by the company of any significant engagement 
with shareholders regarding the amendment 

● Level of impairment of shareholders’ rights caused by the 
board’s unilateral amendment to the bylaws/charter  

● The board’s track record with regard to unilateral board action 
on bylaw/charter amendments or other entrenchment 
provisions 

● The company’s ownership structure and existing governance 
provisions 

● The timing of the board’s amendment to the bylaws/charter in 
connection with a significant business development 

● Other factors, as deemed appropriate, that may be relevant to 
determine the impact of the amendment on shareholders 

Entire Board, 
Committee Members, or 
Individual Director (in 
each case, other than 
New Nominees, who 
would be considered 
case by case) 

Establishing 
Classified Board 
/ Ongoing 
Classified Board 

● Board amendment of the company’s bylaws or charter without 
shareholder approval/ratification to establish a classified board 

● The board is classified and a continuing director responsible for 
a problematic governance issue at the board/committee level 
that would warrant a negative vote recommendation is not up 
for election (ISS may hold any or all appropriate nominees, 
except new nominees, accountable) 

Entire Board, 
Committee Members, or 
Individual Director 

Establishing 
Supermajority 

● Board amendment of the company’s bylaws or charter without 
shareholder approval/ratification to adopt a supermajority vote 
requirement to amend the charter or bylaws 

Entire Board, 
Committee Members, or 
Individual Director 

Eliminating 
Shareholder to 
Amend Bylaws 

● Board amendment of the company’s bylaws or charter without 
shareholder approval/ratification to eliminate shareholders’ 
ability to amend bylaws 

Entire Board, 
Committee Members, or 
Individual Director 

*Reflects new or revised policy. 
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Circumstance ISS Policy Targeted Directors 

Director 
Performance 
Evaluation 

● The board lacks mechanisms to promote accountability and 
oversight, coupled with sustained poor performance relative to 
peers with sustained poor performance is measured by one-, 
three-, and five-year total shareholder returns in the bottom half 
of a company’s four-digit GICS industry group (Russell 3000 
companies only) taking into consideration the company’s 
operational metrics and other factors as warranted. Problematic 
provisions include but are not limited to: 

● A classified board structure 
● A supermajority vote requirement 
● Either a plurality vote standard in uncontested director 

elections, or a majority vote standard in contested elections 
● The inability of shareholders to call special meetings 
● The inability of shareholders to act by written consent 

● A multi-class capital structure 
● A non-shareholder-approved poison pill 

Individual Directors or 
Entire Board (other than 
New Nominees, who 
would be considered 
case by case) 

Poison Pills ● The board adopts a poison pill with a term of more than 12 
months or renews any existing pill including a pill with a term 
of 12 months or less without shareholder approval (a 
commitment or policy that puts a newly adopted pill to a 
binding shareholder vote may potentially offset a negative vote 
recommendation) 

● The company maintains a poison pill that was not approved by 
shareholders (ISS will review annually for companies with 
classified boards and at least once every three years for 
companies with declassified boards) 

● The board makes a material adverse modification to an existing 
pill, including, but not limited to, extension, renewal, or 
lowering the trigger, without shareholder approval 

Entire Board 

*Reflects new or revised policy. 
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Circumstance ISS Policy Targeted Directors 

Restricting 
Binding 
Shareholder 
Proposals* 

● The charter imposes undue restrictions on shareholders’ ability 
to amend the bylaws.  Restrictions include, but are not limited 
to: 
● Outright prohibition on the submission of binding shareholder 

proposals 

● Share ownership requirements or time holding requirements 
in excess of SEC Rule 14a-8 

Management proposals to approve or ratify requirements in excess 
of SEC Rule 14a-8 for the submission of binding bylaw 
amendments will generally be insufficient to restore shareholders’ 
rights  

ISS will generally recommend a vote against or withhold on an 
ongoing basis until shareholders are provided with an unfettered 
ability to amend the bylaws or a proposal providing for such 
unfettered right is submitted for shareholder approval 

Governance Committee 
Members 

Compensation 

Excessive Non-
Employee 
Director Pay* 

● Pattern (i.e. two or more years) of awarding excessive non-
employee director compensation without disclosing a 
compelling rationale or other mitigating factors 

Committee responsible 
for setting non-
employee director pay 

< 70% 
Shareholder 
Support of Say-
on-Pay 

● On a case-by-case basis: the company’s previous say-on-pay 
proposal received the support of less than 70 percent of votes 
cast, taking into account: 
● The company’s response, including: 

○ Disclosure of engagement efforts with major institutional 
investors regarding the issues that contributed to the low 
level of support 

○ Specific actions taken to address the issues that contributed 
to the low level of support 

○ Other recent compensation actions taken by the company 
● Whether the issues raised are recurring or isolated 

● The company’s ownership structure 
● Whether the support level was less than 50 percent, which 

would warrant the highest degree of responsiveness 

Compensation 
Committee Members 
and Potentially Entire 
Board 

Say-on-Pay 
Frequency 

● On a case-by-case basis: board implements an advisory vote on 
executive compensation on a less frequent basis than the 
frequency that received the plurality of votes cast 

Compensation 
Committee Members 
and Potentially Entire 
Board 

Absence of Say-
on-Pay Vote or 

● In the absence of a Say-on-Pay vote, if:  

● There is an unmitigated misalignment between CEO pay 

Compensation 
Committee Members 

*Reflects new or revised policy. 
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Circumstance ISS Policy Targeted Directors 

Egregious 
Situations 

and company performance (pay for performance) 
● The company maintains significant problematic pay 

practices 
● The board exhibits a significant level of poor 

communication and responsiveness to shareholders 

● There is no SOP on the ballot, and an against vote on an SOP 
would otherwise be warranted due to pay-for-performance 
misalignment, problematic pay practices, or the lack of adequate 
responsiveness on compensation issues raised previously, or a 
combination thereof 

● The board fails to respond adequately to a previous SOP 
proposal that received less than 70 percent support of votes cast 

● The company has recently practiced or approved problematic 
pay practices, such as option repricing or option backdating 

● The situation is egregious 
● Failure to seek shareholder approval of option repricings, even 

if permitted by equity plan, or one-time option transfers 

and Potentially Entire 
Board 

Audit & Risk Oversight 

Problematic 
Audit-Related 
Practices 

● On a case-by-case basis: poor accounting practices rising to a 
level of serious concern such as fraud, misapplication of GAAP, 
and material weaknesses identified in Section 404 disclosures 
are identified, taking into consideration the practices’ severity, 
breadth, chronological sequence and, duration, and the 
company’s efforts at remediation or corrective actions 

Audit Committee 
Members and 
Potentially Entire Board 

Excessive Audit 
Fees 

● Non-audit fees paid to the auditor are excessive (e.g., non-audit 
fees are greater than audit fees plus audit-related fees plus tax 
compliance/preparation fees) 

Audit Committee 
Members 

Adverse 
Opinion 

● The company receives an adverse opinion on its financial 
statements from its auditor 

Audit Committee 
Members 

Inappropriate 
Indemnifications 

● There is persuasive evidence that the audit committee entered 
into an inappropriate indemnification agreement with its auditor 
that limits the ability of the company or its shareholders to 
pursue legitimate legal recourse against the audit firm 

Audit Committee 
Members 

 

*  *  * 

   

*Reflects new or revised policy. 
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