RFI126-001 Proxy Voting Questions
The following questions were submitted to the RFI mailbox regarding RF126-001
Proxy Voting, the corresponding answers are italicized:

1. Will Treasury consider subcontractors, strategic partners, or consortium
arrangements for policy development, governance research, fiduciary analysis, public
reporting, or Investment Committee support, or must all services be provided by a single
integrated proxy research and vote-execution firm?

The services must be provided pursuant to a single contract by the selected
responsible firm, however, respondents may propose subcontractors, strategic
partners, or consortia, provided they demonstrate seamless integration, quality
control, and fiduciary alignment and subject to the same terms, standards, and
conditions, as applicable to the single responsible firm. Treasury’s preference is
all services provided by a single integrated proxy research and vote-execution
firm.

2. Must the Respondent independently satisfy all minimum qualifications, or may
Treasury consider the experience of affiliates, subcontractors, team members, licensed
methodologies, or indirect service arrangements?

See response to #1

3. For purposes of Section 5.2, do policy development, proxy voting guidelines,
governance analysis, proxy recommendation methodologies, and fiduciary voting
frameworks qualify as the same category of services contemplated by this RFI, even
when the respondent does not execute votes?

No. The RFI seeks a provider with experience including execution.

4. If a respondent develops voting guidelines, proxy policies, recommendation
frameworks, or research methodologies used by institutional investors, proxy advisors,
or similar organizations, may those client relationships count toward the Section 5.2
qualification requirements?



No. RFl is seeking responses from firms that have demonstrated experience for
providing on their own, or utilizing subcontractors under their contractual
agreements, the entirety of services described in the RFI, including, but not
limited to:

* Proxy Policy Development — proxy policy consulting services to assist
Treasury with the review, development, and ongoing maintenance of its
U.S. and non-U.S. Proxy Voting Policies;

* Proxy Research and Voting — proxy research, analysis, recommendation,
and vote execution services;

* Optional Proxy Vote Disclosure — web-based archival and public
disclosure of Treasury's votes;

» Optional Form N-PX File Preparation Support — preparation of
Institutional Manager Voting Reports in XML and Excel formats for
applicable Treasury programs, where relevant;

* Reports, Investment Committee support, and project control, including ad
hoc research and public-facing reporting.

Treasury considers the technological infrastructure of casting votes in a timely
and accurate manner, along with deep research on each of the nearly 4,000
global issuers described in section 3.1, including meeting-by-meeting and issue-
by-issue voting research and recommendations, , the key scope of this
engagement.

5. For purposes of Section 5.2, must the respondent's engagement cover a client's
entire public equity portfolio, or is it sufficient that the client has at least $3 billion in
relevant assets and receives services related to its proxy voting program?

This question does not have a definitive yes or no depending on how one
considers “entire public equity portfolio.” Large institutional investors may
delegate proxy voting to investment managers for their separately managed
accounts (SMAs). Treasury does not; it retains control over all public equity
separately managed accounts. However, it is practice for managers to execute
proxy voting on commingled funds such as CTFs, ETFs, and CITs. Treasury
would not consider dollars in commingled funds or SMAs where the respondent
does not provide the entirety of required services described in the RFI as part of
the $3 billion minimum.

As described previously, Trasury is seeking firms with demonstrated experience
working with institutional investors to cast votes in a timely and accurate manner,
along with providing deep research on each of the nearly 4,000 global issuers



described in section 3.1, including meeting-by-meeting and issue-by-issue voting
research and recommendations.

6. How will Treasury evaluate respondents whose primary expertise is policy
development, governance analysis, fiduciary review, shareholder proposal evaluation,
and related research rather than vote-processing operations?

See response to #1.

7. With respect to environmental and social shareholder proposals, should
respondents assume Treasury prefers a proposal-by-proposal economic-materiality
analysis, or that Treasury intends to maintain its current approach unless otherwise
directed?

Treasury’s current approach includes a proposal-by-proposal analysis consistent
with the fiduciary duty to act in the best interests of investors for all proposals, not
Just environment and social shareholder proposals. Treasury’s evaluation will be
based on a respondent’s ability to offer issuer-by-issuer, and proposal-by-
proposal analysis for a minimum of the global universe of issuers described in
section 3.1.

Treasury’s proxy voting posture prioritizes the exclusive economic objective of
the fund, as required under the prudent-person standard and the sole-purpose
doctrine. Demonstrated proxy voting guidance under the prudent person
standard and the sole purpose doctrine is the guiding standard for Treasury’s
duty to act solely in the economic interests of fund beneficiaries.

8. In circumstances where a shareholder proposal may affect industries important to
Pennsylvania's economy, such as energy, agriculture, manufacturing, or transportation,
are those broader economic considerations relevant to fiduciary analysis, or should
recommendations be based solely on company-level and portfolio-level financial
considerations?

While Treasury may consider impact on Pennsylvania’s economy,
recommendations should be based on company level financial considerations
consistent with fiduciary duty including but not limited to individual company level



characteristics, business environment, local markets, financial performance,
governance structure, individual board member experience & performance, eftc.

Treasury’s internal staff will take into consideration any additional factors before
casting votes.

9. When Treasury refers to acting in the economic interests of beneficiaries, should
respondents consider beneficiaries solely as investors, or may they also consider
broader economic impacts on beneficiaries as citizens, workers, taxpayers, consumers,
business owners, and participants in the Commonwealth economy?

Treasury’s Investment Policy Statement, in particular, pages 5-7, describe
Standard of Care:

https://www.patreasury.qov/pdf/investment/IPS-Commonwealth-Funds-Report.pdf

Expanding beneficiary considerations beyond investment outcomes may blur
fiduciary boundaries and introduce non-financial objectives inconsistent with
Treasury’s investment policy.

10.  Would Treasury consider a respondent that is a new entrant to the proxy voting
marketplace and employs a proxy sub-advisory model rather than a traditional proxy
advisory model? If so, how would Treasury evaluate such a respondent where the firm
is designed to operate under fiduciary obligations and is intended to avoid structural
characteristics commonly associated with traditional proxy advisory firms?

See response to #1

11. How should the pricing table in 10.7 be filled out, understanding that there is an
overlap of securities between the different pools? In other words, how can costs be de-
duplicated when we don't know the precise overlap?

Treasury understands that respondents may have different pricing models, e.g.
an “all included” price, or pricing per issuer research and per ballot cast, or some
combination that may include fixed pricing up to certain limits with variable pricing
depending on volume. A respondent may choose not to fill in the columns per
pool, as Treasury can allocate its own costs. Exact format is a lesser priority than


https://www.patreasury.gov/pdf/investment/IPS-Commonwealth-Funds-Report.pdf

clearly communicating the respondent’s complete pricing structure in a way that
allows Treasury to evaluate and compare responses.

Treasury’s evaluation of cost will be based on the holdings and usage described
in Section 3.1 and will favor simple, predictable, pricing structures that can be
relied on by Treasury to budget contract costs as index constituents and
investment strategies evolve over the life of the contract

12. Is it required that we have a SOC-I or SOC-II certification or similar? We have no
such certification. Will this be required in order to win the contract?

Given the highly technological nature of connecting with Treasury’s custodian
bank and other participants in the proxy voting cycle, a SOC or similar Treasury-
approved independent third-party audit of the respondent’s control environment
will be required.

13. Can you please clarify the current operating model regarding the application of your
voting policy?

Treasury currently receives both Glass Lewis’s standard and Governance
Focused proxy research/voting recommendations, then casts votes based on its
own proxy voting guidelines available on its website
https.//www.patreasury.gov/investments/

Votes are set to default to the Governance Focused policy recommendations,
and Treasury staff review each and every meeting and make adjustments as
necessary to reflect its proxy voting guidelines.

14. Is the Treasury receiving voting recommendations customized to reflect its Proxy
Voting Policy Guidelines, or is it receiving standard or thematic proxy research and
independently implementing policy-driven voting decisions consistent with the Proxy
Voting Policy Guidelines?

As described in #13, Treasury’s current voting recommendations are defaulted to
the Glass Lewis Governance Focused policy, yet Treasury staff review each and
every meeting and make adjustments as necessary to reflect its proxy voting
guidelines or other factors as they may arise.


https://www.patreasury.gov/investments/

