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Reinterpreting Rule 14a-8: The SEC’s 
Renewed Standard for Corporate 
Purpose and Shareholder Power: 
Part 2

The second part of this two-part column exam-
ines the political and institutional backdrop 
to SLB 14M, shedding light on the dynamics 

that led the SEC to reverse course. [Part 1 appears in 
the September 2025 issue of The Investment Lawyer.] 
By tracing the shift from SLB 14L to SLB 14M—
and incorporating the perspectives of asset managers, 
fiduciaries, and proxy advisers—this section high-
lights the competing pressures and evolving expecta-
tions surrounding the role of shareholder oversight 
in corporate governance. These developments carry 
particular significance for registered funds, whose 
proxy voting obligations are governed not only by 
the Investment Company Act of 1940 (the 1940 
Act) but also by fiduciary standards that may now 
be tested against a more restrictive Securities and 
Exchange Commission (SEC or Commission) 
framework.

The Political Shift from SLB 14L to 
SLB 14M

By 2023, corporate issuers had grown increas-
ingly concerned that the shareholder proposal 

process was being used to advance political or ide-
ological objectives rather than matters of financial 
relevance. Many companies observed a surge in envi-
ronmental, social, and governance (ESG)-related 
proposals, often highly specific in their demands, 
yet disconnected from the issuer’s core operations 
or material risks. The volume and complexity of 
submissions rose sharply, while exclusions under 
Rule 14a-8 became harder to obtain. This pattern 
generated systemic concern about whether the SEC 
Staff’s application of Rule 14a-8 had shifted from 
legal interpretation to de facto policy endorsement. 
According to Gibson Dunn’s analysis of 2022 fig-
ures, environmental proposals rose by more than 50 
percent, and social policy proposals increased by 20 
percent, while the success rate for no-action requests 
dropped sharply to 38 percent, down from 71 per-
cent in 2021 and 70 percent in 2020.1

Although institutional investors rarely submit 
proposals under Rule 14a-8, many expressed concern 
about the declining quality and utility of shareholder 
proposals during this period, especially as volume 
increased and exclusions decreased.2 That concern 
persisted through the 2024 proxy season, when the 
total number of proposals rose to 929, the highest 
since 2015, while average shareholder support fell to 
just 23 percent, the lowest level in over a decade.3 
While 55 percent of proposals went to a vote, only a 
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small fraction received majority support—highlight-
ing a widening gap between proposal content and 
investor priorities. This trend underscored growing 
skepticism, particularly among large asset managers, 
about the relevance and effectiveness of the share-
holder proposal process at the time.4

The shift from Staff Legal Bulletin No. 14L 
to SLB 14M cannot be fully understood with-
out acknowledging the political and institutional 
dynamics that shaped both documents. Issued in 
2021 under Chair Gary Gensler, SLB 14L marked a 
significant departure from prior Commission inter-
pretations.5 It expanded the definition of “significant 
policy” issues, reduced the role of the economic rel-
evance test under (i)(5), and narrowed the micro-
management standard under (i)(7).6 SLB 14L also 
rescinded the Staff’s prior analytical frameworks set 
forth in SLBs 14I, 14J, and 14K, which had been 
issued under Chair Jay Clayton, and it reinterpreted 
prior policy to elevate “significant social policy” 
above other exclusion criteria.7

As stated in SLB 14L, “proposals that raise signif-
icant social policy issues will not be excludable under 
Rule 14a-8(i)(7), even if they involve ordinary busi-
ness matters.”8 This language significantly expanded 
the ability of proponents to advance ESG-themed 
proposals, even when the subject matter lacked a 
meaningful connection to a company’s core opera-
tions or financial performance. It also diluted the 
relevance of the Staff’s prior materiality thresholds, 
including the 5 percent test and the required “nexus” 
to business operations. Together, these changes sig-
naled a broader shift in regulatory posture, favoring 
ideological inclusion over traditional gatekeeping 
criteria. The bulletin also reversed the Staff’s posi-
tion on micromanagement by stating that propos-
als requesting “timeframes or targets” would not be 
excluded merely for their specificity.9 This guidance 
prompted a wave of detailed ESG proposals that pre-
viously would have been excluded, including Scope 
3 emissions targets, racial equity audits, board diver-
sity mandates, and supplier due diligence processes 
aligned with international human rights principles.10

The SLB 14L era was marked by substantial 
political controversy. Corporate issuers and many 
institutional investors viewed the guidance as overly 
permissive, arguing that it allowed shareholders to 
use the proxy system to advance political or ideolog-
ical agendas—a concern echoed from the Business 
Roundtable urging reforms to “restore Rule 14a8 
to its original intent by precluding shareholder pro-
posals that advance broad ideological agendas.”11 As 
noted above, the Staff’s declining grant rate under 
Rule 14a-8(i)(7) between 2022 and 202412 under-
scored this disconnect, as companies increasingly 
found the Staff’s application of the rule unpredict-
able. This shift deepened tensions between the Staff’s 
interpretive flexibility and issuers’ need for proce-
dural consistency and legal certainty.

As discussed in Part I, SLB 14M represents a 
deliberate recalibration. Rather than serving as an 
ideological counterweight to SLB 14L, the bul-
letin reorients the exclusion framework around 
objective and historically grounded legal stan-
dards.13 It reinstates the 5 percent test under Rule  
14a-8(i)(5), revives the two-part test for ordinary 
business exclusions under (i)(7), and eliminates 
the expectation that boards assess the significance 
of proposals. These changes reflect both a shift in 
Commission leadership and a broader recognition 
that Rule 14a-8 must operate within legally defined 
boundaries, not according to subjective judg-
ments about policy or reputational significance.14 
Importantly, SLB 14M also signals a retreat from the 
Staff’s prior posture as an arbiter of corporate policy. 
By narrowing the focus to a proposal’s text, context, 
and “total mix” of information, rather than political, 
social, or ideological significance, the bulletin rein-
forces that Rule 14a-8 is a legal mechanism, not a 
tool for adjudicating broader political debates.15

Taken together, the Staff’s revised approach 
restores procedural clarity and reaffirms Rule 14a-
8’s original purpose: to balance shareholder access 
with managerial discretion through clearly defined 
substantive and procedural standards. Whether this 
recalibration proves durable may depend not only 
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on future political changes at the Commission, but 
also on how companies, investors, and courts engage 
with this evolving framework.16

Implications for Registered Funds 
and Fiduciary Duties

The Expanding Role of Asset Managers

Much of the recent debate over shareholder 
proposals has focused on the role of issuers and 
institutional investors. However, SLB 14M’s reaf-
firmation of legal thresholds for proposal relevance 
also has important implications for registered funds 
and the asset managers that vote on their behalf. To 
fully understand the legal and fiduciary framework 
governing proxy voting, it is necessary to examine 
how registered investment companies and their 
advisers operate within the regimes of the 1940 Act 
and the Investment Advisors Act of 1940 (Advisers 
Act). This is particularly important given the grow-
ing scale and influence of modern asset managers. 
For example, BlackRock, Vanguard, and State Street 
collectively oversee more than $26 trillion17 in assets 
under management, with BlackRock alone manag-
ing over $11.6 trillion.18 Global exchange-traded 
fund (ETF) assets recently surpassed $15.5 trillion,19 
and many leading firms are now turning to private 
markets as the next frontier for investor capital.20

While registered investment companies own 
and hold the legal authority to vote portfolio secu-
rities, that authority does not reside with the retail 
investors who own shares in those funds.21 Further, 
as the Investment Company Institute (ICI) has 
noted, a fund board typically delegates proxy voting 
authority to an adviser, who must vote proxies “in a 
manner consistent with their fiduciary duty to man-
age the fund in the best interests of the fund and its 
shareholders.”22 The adviser’s authority is exercised 
pursuant to fiduciary duties established under federal 
law—specifically, the Advisers Act and, for registered 
investment companies, the 1940 Act.23 Under Rule 
206(4)-6 of the Advisers Act, advisers that vote client 
securities must adopt and implement written proxy 

voting policies, ensure those policies are designed to 
serve the client’s best interest, and maintain records 
of both the policies and actual votes cast.24 This fidu-
ciary responsibility is not merely aspirational; it is 
grounded in enforceable legal standards and rein-
forced by Commission rules.25

Legal Authority, Enforcement, and 
Fiduciary Responsibilities

In practice, while there are thousands of invest-
ment advisers that vote proxies on behalf of their 
clients, a relatively small number of investment 
advisers manage a disproportionate share of total 
US registered fund assets. Among the most influen-
tial asset managers, BlackRock, Vanguard, and State 
Street, collectively manage tens of trillions of dollars 
in assets and are the largest shareholders in roughly 
88 percent of S&P 500 companies.26 Through their 
discretion over proxy voting, they can shape the out-
come of key governance decisions across the market, 
from board elections and executive compensation 
to shareholder proposals on environmental, social, 
and political issues. Although individual fund inves-
tors may have strong views on these matters, they 
do not vote directly; their voting power is exercised 
by fiduciaries, typically in accordance with internal 
stewardship policies and, more recently, through 
“investor choice” initiatives.27

This dynamic has led to increased public inter-
est in how asset managers interpret and apply their 
fiduciary duties when voting on behalf of funds. 
At the same time, political and regulatory scrutiny 
has intensified around how such decisions are made 
and disclosed. As more investors entrust their assets 
to a concentrated group of large firms, reconciling 
diverse beneficiary preferences will remain a central 
challenge.

In addition, the SEC has brought enforcement 
actions against advisers who voted proxies in ways 
that conflicted with client interests or failed to imple-
ment their stated voting policies.28 As asset managers 
grow in size and scope, fulfilling their fiduciary obli-
gations in a politically polarized environment has 
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become increasingly complex. This tension is espe-
cially pronounced in index funds and other pooled 
investment vehicles, where individual preferences 
cannot be easily reflected.29 Large asset managers 
must therefore navigate complex stewardship deci-
sions in a way that reconciles divergent views while 
remaining anchored in fiduciary principles.

SLB 14M reinforces the legal boundaries of fidu-
ciary obligations by clarifying that shareholder pro-
posal review must rest on financial materiality and 
operational relevance, not on social, political, or ide-
ological concerns. This supports the view that proxy 
voting by fund advisers is a legal obligation guided 
by objective standards, not a discretionary exercise 
in public policy engagement. In response, large fund 
managers such as BlackRock, Vanguard, and State 
Street have continued to evolve their stewardship 
frameworks—emphasizing transparency, material-
ity, and alignment with investor outcomes—to meet 
rising market expectations.30

Stewardship Principles and Diverging 
Views

The Investment Company Institute (ICI) also 
underscores that fiduciary duty requires fund advis-
ers to vote in the best interest of the fund, consistent 
with the fund’s stated investment focus or strategy.31 
BlackRock has explained in its stewardship guide-
lines that voting decisions must be made through 
the lens of “financial materiality” and the long-term 
economic interests of clients.32 Vanguard similarly 
states that it evaluates proposals based on their rel-
evance to long-term shareholder value.33 State Street 
emphasizes a duty to support sustainable perfor-
mance aligned with fiduciary obligations.34

In light of these principles, asset managers have 
begun exploring new approaches to reconcile diverse 
investor expectations. Some have piloted client-
directed voting options for institutional clients, 
allowing them to express their own views on certain 
proxy matters.35 Others have prioritized engagement 
over escalation, emphasizing sustained dialogue 
with portfolio companies rather than prescriptive 

proposals.36 These evolving practices reflect a more 
complicated landscape—not only as a legal man-
date, but as a practical challenge in navigating diver-
gent investor priorities while maintaining alignment 
with long-term financial objectives.

Controversies Over Proxy Advisory Firms
Despite longstanding obligations, fiduciary vot-

ing remains subject to evolving legal standards and 
operational complexity. In 2019, the SEC adopted 
proxy voting guidance directed at investment advi-
sors, requiring advisers to disclose how they use 
proxy voting advice and the circumstances under 
which they may refrain from voting due to relevance 
or burden concerns.37 These amendments were 
accompanied by supplemental guidance clarifying 
that advisers must vote in a manner consistent with 
their fiduciary obligations and in the best interest of 
their clients.38

In 2020, the SEC adopted amendments to its 
proxy rules regulating proxy advisory firms, and 
issued supplemental guidance clarifying that invest-
ment advisers should disclose how they use proxy 
voting advice and under what circumstances they 
may choose not to vote, particularly where pro-
posals are immaterial or impose disproportionate 
burdens.39 In 2022, however, the SEC rescinded 
certain aspects of the 2020 amendments, (and the 
2020 supplemental guidance directed to invest-
ment advisers), such as issuer notification and 
client awareness tools, but reaffirmed that proxy 
voting advice constitutes a solicitation subject to 
Rule 14a-9 and must be exercised consistent with 
fiduciary standards.40 This evolving guidance leaves 
asset managers navigating a dual challenge: deter-
mining not only how to vote, but when not to vote, 
while managing regulatory expectations and miti-
gating legal risk.

For the largest asset managers, translating fidu-
ciary obligations into proxy voting decisions requires 
robust governance infrastructure and policy frame-
works. Firms such as BlackRock, Vanguard, and State 
Street have developed internal voting guidelines, 
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issue-specific principles, and decision-making com-
mittees to ensure votes are cast consistently and 
aligned with long-term shareholder value.41 These 
systems often include research from proxy advisory 
firms, internal analysts, and engagement with port-
folio companies.42

However, the role of proxy advisory firms—par-
ticularly Institutional Shareholder Services (ISS) and 
Glass Lewis—has become increasingly controver-
sial. Some market participants have raised concerns 
that these firms may exert disproportionate influ-
ence over proxy outcomes, particularly when their 
recommendations shape fund votes without robust 
internal deliberation or transparency. In his 2023 
shareholder letter, JPMorgan Chase CEO Jamie 
Dimon criticized the firms for driving politicized 
outcomes and announced that the bank would cease 
using both ISS and Glass Lewis.43

SEC Chairman Paul Atkins has signaled that the 
Commission may revisit proxy advisory oversight, 
following remarks at the SEC’s Investor Advisory 
Committee meeting on June 5, 2025, where he 
emphasized the importance of protecting fiduciary 
voting integrity and warned that advisers must not 
allow their own priorities to override the best inter-
ests of their clients.44 While these debates are distinct 
from SLB 14M’s core guidance, they underscore the 
need for proxy voting frameworks grounded in legal 
standards rather than subjective ideological influ-
ences. For the moment, many asset managers con-
tinue to rely on these firms to help manage the scale 
and logistics of proxy voting. While imperfect, proxy 
advisors play a functional role in the “proxy plumb-
ing” system, offering structure and research support 
that may be particularly useful for firms with broad 
and complex voting mandates.45

The Path Forward for Registered Funds
The scale of proxy voting—encompassing thou-

sands of proposals annually across global markets—
places increasing operational and legal demands on 
registered fund advisers.46 These fiduciaries must 

navigate complex stewardship decisions that recon-
cile efficiency, client expectations, and legal compli-
ance. As registered funds now account for over $30 
trillion in assets under management and a growing 
share of public equity ownership, the legal standards 
governing their proxy voting activities are under 
heightened scrutiny.47

By clarifying that shareholder proposal relevance 
hinges on operational materiality and issuer-specific 
nexus, the bulletin helps better align voting decisions 
with investor interests and applicable law. Although 
SLB 14M does not apply directly to registered funds 
or their advisers, it reinforces legal principles, such 
as materiality, company-specific relevance, and fidu-
ciary duty, that may inform how regulators, courts, 
or policymakers evaluate fund stewardship practices 
in the future. It also mitigates potential legal expo-
sure by reinforcing an objective, legally defensible 
basis for excluding shareholder proposals, a consid-
eration made even more pressing by the Loper Bright 
decision. This interpretive discipline is particularly 
timely amid growing political and regulatory pres-
sures to define whether proxy voting should be 
treated as a fiduciary obligation or a discretionary 
act, especially in contexts involving non-financial 
ESG themes.48

Going forward, asset managers will continue 
to assess and articulate the regulatory, operational, 
and fiduciary frameworks for proxy voting by regis-
tered fund advisers and funds. This will increasingly 
include broader issues such as proxy reform, market 
structure, systemic risk, technological change, and 
capital formation.49 These areas are now being shaped 
by the growing economic scale, policy changes, and 
governance influence of registered funds. As the SEC 
considers future reforms, including the role of proxy 
advisory firms, vote disclosure practices, and mod-
ernization of proxy plumbing, industry stakeholders 
will need to engage constructively. This engagement 
will be critical to ensure that stewardship obligations 
remain grounded in law, aligned with investor inter-
ests, and adaptable to a rapidly changing market.
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Conclusion to Parts 1 and 2: 
Rebalancing the Shareholder 
Proposal Process

SLB 14M marks a critical recalibration in the 
SEC’s administration of Rule 14a-8. Though styled 
as informal guidance, its practical impact is substan-
tial: It restores a defensible legal boundary between 
shareholder oversight and managerial discretion, 
reinforcing that not every ESG-labeled proposal 
warrants proxy inclusion, simply due to topical 
relevance.50

By returning to interpretive tools found in SLBs 
14A and 14C, SLB 14M does more than restore prec-
edent, it reaffirms a governance framework rooted 
in legal clarity, financial materiality, and board-level 
accountability. In doing so, it reorients the share-
holder proposal process around genuine investor 
concern rather than advancing issues disconnected 
from a company’s long-term financial interests.

This shift arrives at a moment of rising pres-
sure on public companies and asset managers from 
regulators, political actors, and activists alike. Yet 
this return to legal discipline comes with height-
ened responsibility. Companies must now support 
proposal exclusions with legal rigor. Fund manag-
ers must likewise ensure that voting rationales align 
with investor interests—not ideological leanings. 
And the SEC Staff must uphold the integrity of its 
no-action process by anchoring guidance in law, not 
politics.51

In sum, SLB 14M challenges all parties to elevate 
the quality of shareholder engagement by placing 
legal standards, economic relevance, and institu-
tional legitimacy at the center of the proxy process.

Mr. Doyle and Mr. Eccles co-founded the 
Responsible Business Initiative (RBI) to help 
depoliticize the capital markets and refocus 
regulatory and legislative discourse on issues 
of material importance to issuers, asset owners, 
asset managers, and investors.
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