
 
        October 3, 2022 
  
David A. Bell 
Fenwick & West LLP 
 
Re: Cisco Systems, Inc. (the “Company”) 

Incoming letter dated July 1, 2022 
 

Dear David A. Bell: 
 

This letter is in response to your correspondence concerning the shareholder 
proposal (the “Proposal”) submitted to the Company by James McRitchie for inclusion in 
the Company’s proxy materials for its upcoming annual meeting of security holders.   
 
 The Proposal requests that a specified board committee annually report all stock 
distributed to employees, directors and consultants under compensation plans approved 
by shareholders, which should include a matrix, sorted by an appropriate classification 
scheme with five or more categories chosen by the committee, showing aggregate 
amounts of stock ownership distributed and utilized, including associated voting power, 
if any.  
 
 There appears to be some basis for your view that the Company may exclude the 
Proposal under Rule 14a-8(i)(7).  In our view, the Proposal relates to, and does not 
transcend, ordinary business matters.  Accordingly, we will not recommend enforcement 
action to the Commission if the Company omits the Proposal from its proxy materials in 
reliance on Rule 14a-8(i)(7). 

 
Copies of all of the correspondence on which this response is based will be made 

available on our website at https://www.sec.gov/corpfin/2021-2022-shareholder-
proposals-no-action. 
 
        Sincerely, 
 
        Rule 14a-8 Review Team 
 
 
cc:  John Chevedden 
 



 

 David A. Bell 
dbell@fenwick.com  |  650.335.7130 
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July 1, 2022 

Via E-mail  

U.S. Securities and Exchange Commission 
Division of Corporation Finance 
Office of Chief Counsel 
100 F Street, N.E. 
Washington, DC 20549 
 
 

Re: Exclusion of Shareholder Proposal Submitted by James McRitchie 
 Securities Exchange Act of 1934, as amended – Rule 14a-8 

 
Ladies and Gentlemen: 

 
We are writing on behalf of our client, Cisco Systems, Inc., a Delaware corporation 

(“Cisco”), to inform you that Cisco intends to exclude from its proxy statement and other 
proxy materials (the “2022 Proxy Materials”) for Cisco’s 2022 Annual Meeting of 
Stockholders (the “Annual Meeting”), the shareholder proposal and supporting statement 
(the “Proposal”) submitted to Cisco by James McRitchie (the “Proponent”) described 
below. 

On behalf of Cisco, pursuant to Rule 14a-8(j), we request confirmation that the 
staff (the “Staff”) of the Securities and Exchange Commission (the “Commission”) will 
not recommend enforcement action if Cisco excludes the Proposal from its 2022 Proxy 
Materials for the reasons discussed below. Pursuant to Rule 14a-8(j), this letter is being 
submitted not less than 80 days before Cisco files its definitive copies of the 2022 Proxy 
Materials with the Commission and we are simultaneously providing the Proponent with a 
copy of this submission.  

Pursuant to Rule 14a-8(j) and Staff Legal Bulletin No. 14D (Nov. 7, 2008) (“SLB 
14D”), we have submitted this letter, together with a copy of the Proposal, to the Staff via 
e-mail at shareholderproposals@sec.gov in lieu of mailing paper copies. Rule 14a-8(k) and 
SLB 14D provide that shareholder proponents are required to send companies a copy of 
any correspondence that the proponents elect to submit to the Commission or the Staff. 
Accordingly, we are taking this opportunity to inform the Proponent that if the Proponent 
elects to submit additional correspondence to the Commission or the Staff with respect to 
the Proposal, a copy of that correspondence should be furnished concurrently via e-mail to 
CorporateSecretary@cisco.com pursuant to Rule 14a-8(k) and SLB 14D. 
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THE PROPOSAL 
 

The resolution of the Proposal, which is captioned “Create an Ownership Culture,” 
states: 
 

Resolved: Cisco Systems (“Company”) shareholders request the Board’s 
Compensation Committee (“Committee”) report annually on all stock distributed to 
employees, directors, and consultants under compensation plans approved by 
shareholders. The report should include a matrix, sorted by an appropriate 
classification scheme with five or more categories chosen by the Committee, 
showing aggregate amounts of stock ownership distributed and utilized, including 
associated voting power, if any. The Committee should issue the report before or 
concurrent with the next annual proxy statement. 

 
A copy of the Proposal and related correspondence are attached hereto as Exhibit A.  

 

REASON FOR EXCLUDING THE PROPOSAL 
 

We believe that the Proposal may be excluded from the 2022 Proxy Materials 
pursuant to Rule 14a-8(i)(7) because the Proposal seeks to deal with a matter relating to 
Cisco’s ordinary business operations.   

 
A. Background 

 
On June 1, 2022, Cisco received the Proposal via email accompanied by a cover 

letter from the Proponent. The cover letter indicated that John Chevedden is authorized to 
act on the Proponent’s behalf with regards to certain aspects of the Proposal. On June 3, 
2022, via email, Cisco received a letter from TD Ameritrade (the “Broker Letter”), dated 
June 2, 2022, verifying the Proponent’s stock ownership. On June 1, 2022, Cisco 
acknowledged receipt of the Proposal via email to Mr. Chevedden and the Proponent. As 
of the date of this letter, Cisco has not received any correspondence from the Proponent 
other than the initial submission of the Proposal and the Broker Letter. 
 

B. The Proposal May Be Excluded Under Rule 14a-8(i)(7) Because the Proposal 
Seeks to Deal with a Matter Relating to Cisco’s Ordinary Business Operations. 

 
(a) Background on the Ordinary Business Standard 

Rule 14a-8(i)(7) permits a company to exclude a shareholder proposal if it “deals 
with a matter relating to the company’s ordinary business operations.” The policy rationale 
underlying the Commission’s adoption of the “ordinary business” exclusion was to 
“confine the resolution of ordinary business problems to management and the board of 
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directors, since it is impracticable for shareholders to decide how to solve such problems at 
an annual shareholders meeting.” SEC Release No. 34-40018 (May 21, 1998) (the “1998 
Release”). In determining whether a matter relates to a company’s “ordinary business 
operations” the 1998 Release indicated that the analysis is not a consideration of whether 
the task is “ordinary in the common meaning of the word.” Id. Instead, the Commission 
focuses upon two central considerations. The first consideration is whether the tasks are 
“so fundamental to management’s ability to run a company on a day-to-day basis that they 
could not, as a practical matter, be subject to direct shareholder oversight.” Id. The second 
consideration is whether the proposal is “probing too deeply into matters of a complex 
nature upon which shareholders, as a group, would not be in a position to make an 
informed judgment.” Id. Accordingly, when determining if a shareholder proposal relates 
to the “ordinary business” of a company the Commission focuses on “the corporate law 
concept providing management with flexibility in directing certain core matters involving 
the company’s business and operations.” Id.  
  
 When assessing proposals under the “ordinary business” standard, the Commission 
considers the terms of the resolution and its supporting statement as a whole. See Staff 
Legal Bulletin No. 14C, part D.2 (June 28, 2005). As relevant here, a shareholder proposal 
that is framed in the form of a request for a report does not change the nature of the 
proposal. The Commission has stated that a proposal requesting the dissemination of a 
report may be excludable under Rule 14a-8(i)(7) if the subject matter of the report is within 
the ordinary business of the issuer. See Exchange Act Release No. 20091 (Aug. 16, 1983). 
 

(b) The Proposal is Excludable Because it Relates to General Employee 
Compensation 

Applying the Rule 14a-8(i)(7) standard, the Staff has expressly cited “management 
of the workforce” as a function that is fundamental to management’s ability to run a 
company on a day-to-day basis, and thus excludable. 1998 Release. Moreover, the 
Commission has long taken a “bright-line” approach to proposals relating to general 
employee equity or cash compensation. See Staff Legal Bulletin No.14A (July 12, 2002) 
(“SLB 14A”). As enumerated in SLB 14A, while proposals that concern “only senior 
executive and director compensation” are not excludable, those that “relate to general 
employee compensation matters” categorically are excludable. Id. (emphasis added). In 
particular, the Staff has consistently permitted exclusion of shareholder proposals that 
focus on general employee compensation, even if they would include executive 
compensation. See CytRx Corporation (Jun. 26, 2018) (permitting exclusion under Rule 
14a-8(i)(7) of a proposal recommending that the company’s board limit the annual salary 
and benefit packages of each employee of the company, noting that the proposal relates to 
the “compensation that may be paid to employees generally and is not limited to 
compensation that may be paid to senior executive officers and directors”); Apple, Inc. 
(Nov. 16, 2015) (allowing the exclusion of a proposal asking Apple’s compensation 
committee to adopt new compensation principles responsive to the U.S.’s “general 
economy, such as unemployment working hour[s] and wage inequality”); Yum! Brands, 
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Inc. (Feb. 24, 2015) (concurring with the exclusion of a proposal requesting a report on the 
company’s executive compensation policies, where the proposal suggested that the report 
include a comparison of senior executive compensation and “our store employees’ median 
wage”); Verizon Communications Inc. (Feb. 23, 2015) (permitting exclusion under Rule 
14a-8(i)(7) of a proposal requesting a review of the company’s executive compensation 
policies including a comparison of the total compensation package of the top senior 
executives and the company’s employees’ median wage, noting that the proposal “relates 
to compensation that may be paid to employees generally and is not limited to 
compensation that may be paid to senior executive officers and directors”).   
 

Here, consistent with the precedents discussed above, the Proposal requests an 
annual report on “all stock distributed to employees, directors, and consultants under 
compensation plans approved by shareholders” (emphasis added). The Proposal does not 
limit itself to senior executives or directors but rather it is intentionally broad in its 
application to all employees, and thus the Proposal directly relates to Cisco’s general 
employee compensation policies and practices, a core component of Cisco’s day-to-day 
business matters. In addition, the supporting statement states that the Proposal aims to 
establish an “ownership culture for all employees and consultants” (emphasis added) and 
explicitly expands the compensation committee’s perspective “beyond executive 
compensation.” As such, the Proposal by its terms is clearly intended to directly implicate 
general employee compensation and management of Cisco’s overall workforce and is not 
specifically limited to senior executive or director compensation. Decisions with respect to 
the compensation and management of each Cisco employee are so fundamental to Cisco’s 
day-to-day operations that they cannot, as a practical matter, be subject to shareholder 
oversight. Therefore, consistent with the precedent, the Proposal is properly excludable 
under Rule 14a-8(i)(7).  

 
Accordingly, we ask that the Staff concur that Cisco may exclude the Proposal 

under Rule 14a-8(i)(7). 
 

C. The Proposal Does Not Focus on Any Significant Policy Issue that Transcends 
Cisco’s Ordinary Business Operations. 

 
Recently, in Staff Legal Bulletin No. 14L (Nov. 3, 2021), the Staff explained that it 

“will realign its approach for determining whether a proposal relates to ‘ordinary business’ 
with the standard the Commission initially articulated in 1976, which provided an 
exception for certain proposals that raise significant social policy issues, and which the 
Commission subsequently reaffirmed in the 1998 Release”. The 1998 Release 
distinguished between proposals pertaining to ordinary business matters from those 
involving “significant social policy issues.” Importantly, proposals relating to both 
ordinary business matters and significant social policy issues may be excludable in their 
entirety in reliance on Rule 14a-8(i)(7) if they do not “transcend the day-to-day business 
matters” discussed in the proposals. Id. Moreover, consistent with well-established Staff 
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precedents, mere references to topics in passing that might raise significant policy issues, 
but which do not define the scope of actions addressed in a proposal and which have only 
peripheral implications for the issues that constitute the central focus of a proposal, do not 
transform an otherwise ordinary business proposal into one that transcends ordinary 
business. See Marriott International, Inc. (Jan. 13, 2021) (the Staff concurred with the 
company’s assertion that referencing social policy issues that “have only tangential 
implications for the issues that constitute the central focus of a proposal, does not 
transform an otherwise ordinary business proposal into one that transcends ordinary 
business”). See also Dollar General Corp. (Mar. 6, 2020) (the Staff noted, that 
“notwithstanding some references in the supporting statement to potentially important 
social issues, the [p]roposal as a whole deals with a matter relating to the [c]ompany’s 
ordinary business operations”).  

 
Here, the Proposal’s principal focus is the production of an annual report on stock 

distributed to all of Cisco’s employees. In addition, the supporting statement makes only a 
passing reference to wealth inequality as a social policy issue while providing equal 
attention to statements regarding the various workplace benefits from equity compensation. 
This mere passing assertion in the supporting statement that wealth inequality is a 
“significant social policy issue” is not determinative. See Amazon.com, Inc. (avail. Mar. 1, 
2017) (concurring with the exclusion of a proposal requesting adoption and publication of 
principles for minimum wage reform, noting that “the proposal relates to general 
compensation matters, and does not otherwise transcend day-to-day business matters,” 
despite the proponent’s assertion that minimum wage was a significant social policy issue). 
It is evident that the aim of this Proposal is clearly directly related to a day-to-day business 
matter — Cisco’s equity compensation of all of its employees, directors, and consultants. 

 
Notably, two nearly identical shareholder proposals relating to the production of a 

report on aggregate amounts of stock ownership of each respective company’s workforce 
were recently submitted to other companies. In both instances, the Staff concurred that 
Rule 14a-8(i)(7) provided a basis to exclude such proposals as relating to, but not 
transcending, the company’s ordinary business operations. See Repligen Corporation (Apr. 
1, 2022) and Amazon.com, Inc. (Apr. 8, 2022).  

 
Accordingly, because the Proposal’s request is directly related to Cisco’s day-to-

day business matters (i.e., the general compensation of all of its employees, directors and 
consultants) and does not otherwise transcend such matters, we ask that the Staff concur 
that Cisco may exclude the Proposal under Rule 14a-8(i)(7).  

 

CONCLUSION 

For the foregoing reasons, we request your confirmation that the Staff will not 
recommend any enforcement action to the Commission if Cisco excludes the Proposal 
from the 2022 Proxy Materials. Should the Staff disagree with our conclusions regarding 
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the omission of the Proposal, or should the Staff have questions or desire any additional 
information in support of our position, we would appreciate an opportunity to confer with 
the Staff concerning these matters prior to the issuance of its Rule 14a-8(j) response. In 
this case, please contact me by telephone at (650) 335-7130 or Evan Sloves of Cisco at 
(408) 525-2061. Please direct any correspondence regarding this letter via e-mail to 
CorporateSecretary@cisco.com.   

Sincerely, 

FENWICK & WEST LLP 

David A. Bell 

Enclosures 
 
cc: Evan Sloves, Cisco Systems, Inc. 
 Jay Higdon, Cisco Systems, Inc. 
 James McRitchie 

John Chevedden 
 Julia Forbess, Fenwick & West LLP



 

 

 

EXHIBIT A 
 

Proposal 
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[CSCO: Rule 14a-8 Proposal, JUNE 1, 2022] 

 [This line and any line above it – Not for publication.] 
 

 
 

Proposal 4* - Create an Ownership Culture 
 

Resolved: Cisco Systems ("Company") shareholders request the Board's Compensation 
Committee ("Committee") report annually on all stock distributed to employees, directors, and 
consultants under compensation plans approved by shareholders. The report should include a 
matrix, sorted by an appropriate classification scheme with five or more categories chosen by the 
Committee, showing aggregate amounts of stock ownership distributed and utilized, including 
associated voting power, if any. The Committee should issue the report before or concurrent with 
the next annual proxy statement. 
 

Supporting Statement:  
 
In 2003 the Securities and Exchange Commission approved an NYSE mandate that shareholder 
approval must be obtained for specified equity compensation plans before they can be awarded.1 
Our Company recognizes stock ownership as an incentive for directors and named executives, 
reporting annually on utilization. We ask our Company to track and disclose similar information and 
associated voting power using meaningful classifications to create an ownership culture for all 
employees and consultants. 
 
Widespread employee ownership is correlated with better firm performance, fewer layoffs, better 
employee compensation and benefits, higher median household wealth, longer median job tenure, 
and reduced racial and gender wealth gaps.2 It also has a long history of bipartisan support.3 Our 
Company should educate and promote ownership plans and progress towards an engaged 
employee ownership culture.4 

 
1 Frequent y Asked Quest ons on Equ ty Compensat on P ans, NYSE ( ast rev sed Dec. 1, 2021), 
https://www.nyse.com/pub cdocs/nyse/regu at on/nyse/equ tycompfaqs.pdf 
2 https://secureservercdn.net/192.169.220.85/11 .986.myftpup oad.com/wp-content/up oads/2021/10/Wh tePaper-
Turn ngEmp oyeesIntoOwners.pdf and https://www.nceo.org/art c e/research-emp oyee-ownersh p 
3 https://www.th rdway.org/report/hav ng-a-stake-ev dence-and- mp cat ons-for-broad-based-emp oyee-stock-ownersh p-and-prof t-
shar ng 
4 https://sm r.rutgers.edu/facu ty-research-engagement/ nst tute-study-emp oyee-ownersh p-and-prof t-shar ng 
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Wealth inequality in the United States has increased dramatically,5 is widely recognized as a 
significant social policy issue,6 and brings many problems, such as political polarization.7 
Employee ownership is key to addressing this social policy in a bipartisan manner.8  
 
Providing stock ownership incentives to boards and executives but not to all U.S. company 
employees has led to glaring inequality. Our Company's last reported "pay ratio" was 333:1. A 
similar ratio comparing stock ownership and/or the voting power of named executives with those of 
typical employees would probably be much higher.  
 
From 1973 to 2018, inflation-adjusted wages for nonsupervisory American workers were flat. 

Meanwhile, a dollar's worth of stock grew (in real terms) to $14.09. Hourly wages stagnated. 
Income from capital ownership accelerated. The top 10% of American households earned 97% of 
capital gains. Typical White families own nearly 10x the average Black family. Single women own 
only 36% of what typical men own. That gap is greater for women of color.9 Strengthening 
employee ownership would help address these inequities,10 while generating higher value for all 
shareholders.  
 
Employee engagement and trust are crucial to success. Expanding the Committee's perspective 
beyond executive compensation would give them "a better grasp on how human talent matters for 
the company's business strategy and operations."11 Our Company could benefit shareholders, 
employees, and the economy by leading on this issue.  
 

Increase Long-Term Shareholder Value  
Vote to Create an Ownership Culture – Proposal [4*] 

[This line and any below, except for footnotes, are not for publication.]  
Number 4* to be assigned by Company 

 
The graphic included above is intended to be published with the rule 14a-8 proposal. It would be 
the same size as the largest management graphic (or highlighted management text) used in 
conjunction with a management proposal or opposition to a Rule 14a-8 shareholder proposal in the 
2022 proxy. 
  
The proponent is willing to discuss mutual elimination of both shareholder graphic and any 
management graphic in the proxy in regard to this specific proposal. Reference SEC Staff Legal 
Bulletin No. 14I (CF) [16]. 
 

Companies should not minimize or otherwise diminish the appearance of a shareholder's 
graphic. For example, if the Company includes its own graphics in its proxy statement, it 
should give similar prominence to a shareholder's graphics. If a company's proxy statement 
appears in black and white, however, the shareholder proposal and accompanying graphics 
may also appear in black and white. 

 

 
5 https:// nequa ty.org/facts/wea th- nequa ty/ 
6 https://www.pewresearch.org/fact-tank/2020/02/07/6-facts-about-econom c- nequa ty- n-the-u-s/ 
7 https://papers.ssrn.com/so 3/papers.cfm?abstract_ d=2649215 
8 https://theh .com/b ogs/congress-b og/po t cs/512413-emp oyee-ownersh p-the-wea th-gap-and-the-current-cr s s 
9 https://ownersh pamer ca.org/the-prob em/ 
10 https://sm r.rutgers.edu/s tes/defau t/f es/Documents/Centers/Inst tute_Emp oyee_Ownersh p/rutgerske oggreport_apr 2019.pdf 
11 https://www.ede man.com/trust/2021-trust-barometer/be ef-dr ven-emp oyee/new-emp oyee-emp oyer-compact 
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Notes: This proposal conform with Staff Legal Bulletin No. 14B (CF), September 15, 2004 including 
(emphasis added): 

Accordingly, going forward, we believe that it would not be appropriate for companies to 
exclude supporting statement language and/or an entire proposal in reliance on rule 14a-8(i)(3) 
in the following circumstances:  

• the Company objects to factual assertions because they are not supported; 

• the Company objects to factual assertions that, while not materially false or misleading, 
may be disputed or countered; 

• the Company objects to factual assertions because those assertions may be interpreted 
by shareholders in a manner that is unfavorable to the Company, its directors, or its 
officers; and/or 

• the Company objects to statements because they represent the opinion of the 
shareholder proponent or a referenced source, but the statements are not identified 
specifically as such. 

We believe that it is appropriate under rule 14a-8 for companies to address these objections in 
their statements of opposition. 

See also Sun Microsystems, Inc. (July 21, 2005) 
 
I also take this opportunity to remind you of the SEC's recent guidance and my request that you 
acknowledge receipt of this shareholder proposal submission. SLB 14L Section F, 
https://www.sec.gov/corpfin/staff-legal-bulletin-14l-shareholder-proposals,  Staff "encourages both 
companies and shareholder proponents to acknowledge receipt of emails when requested." 
 



 
 
VIA EMAIL: shareholderproposals@sec.gov 
Office of Chief Counsel 
Division of Corporation Finance 
US Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 
cc: "esloves@cisco.com" <esloves@cisco.com>, "jahigdon@cisco.com" 
<jahigdon@cisco.com>, John Chevedden , David Bell 
<DBell@fenwick.com>, Julia Forbess <jforbess@fenwick.com>, James McRitchie 

 
July 5, 2022 

 
Re: Shareholder Proposal to Cisco Systems, Inc. of James McRitchie Regarding “Create 
an Ownership Culture” 

 
Ladies and Gentlemen:        
 
I am the beneficial owner of common shares of Cisco Systems, Inc., (the "Company") and 
submitted a shareholder proposal (the "Proposal") to the Company. This responds to the letter 
dated July 1, 2022, (the "Company Letter") sent to the Securities and Exchange Commission 
(the "Commission") by David A. Bell. In that letter, the Company contends my Proposal may be 
excluded from the Company's 2022 proxy statement. Any response to this letter should copy 
James McRitchie and John Chevedden at the email addresses noted above.  
 
The Proposal requests the Company report annually all stock distributed to employees, 
directors, and consultants under compensation plans approved by shareholders. The report 
should include a matrix, sorted by an appropriate classification scheme with five or more 
categories chosen by the Committee, showing aggregate amounts of stock ownership 
distributed and utilized, including associated voting power, if any.  
 
The Company Letter asserts the Proposal relates to general employee compensation policies 
and practices or management of the workforce, which are solely matters of ordinary business.  
Most notably, the no-action request cites recent staff rulings in Repligen Corporation (Apr. 1, 
2022) and Amazon.com, Inc. (Apr. 8, 2022) as nearly identical proposals requesting a report of 
the distribution of all stock-based incentives throughout the company’s workforce. The Staff 
found those proposals by my wife (Myra K. Young) and me to be excludable as relating to 
ordinary business.  
 
I acknowledge that the prior proposal was treated as excludable. Therefore, I redrafted the 
proposal to limit the focus to an issue of clear relevance and interest to investors. Unlike in 
Repligen or Amazon, the current Proposal is limited to disclosure of stock distributed under 
compensation plans approved by shareholders. In contrast, the excluded proposals sought 
disclosure of all stock-based incentives, regardless of whether they were shareholder-approved. 
This refocusing of the proposal should suffice to render the proposal non-excludable. The 

PII

PII
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request is for information related only to stock distributed under compensation plans approved 
by shareholders, not to general employee compensation policies or practices.  

 
Having approved a specific equity compensation plan, investors have good reason to want to be 
informed on how our company has carried out that plan. Analysis of such reports may be 
crucial to how they vote on such plans in the future. Thus, the proposal addresses a 
material issue for investors, critical information which may be decisive in deciding how to vote 
on future equity compensation plans. In TSC Industries the Court noted that information is 
material if there is a “substantial likelihood that a reasonable [investor] would consider it 
important” in making a voting decision. [TSC Industries Inc. v Northway Inc., 426 US 438 (1976)] 
As demonstrated below, this information clearly qualifies.  
 
Investors need this information to inform voting decisions 
 
This is clearly an issue of disclosures that are important to investors. Shareholders are required 
under NASDAQ and NYSE filing requirements, approved by the Securities and Exchange 
Commission in 2003, to vote on the approval of equity compensation plans before they can be 
awarded. It would be incongruous and inappropriate to bar shareholders from requesting a 
report that would provide, in clear tabular form, the data needed for investors to begin to assess 
the subsequent impact of their votes on those compensation plans.1 
 
Staff Legal Bulletin 14A, cited by the Company, which discussed the idea of a bright-line rule 
was issued in 2002, prior to the SEC's approval of the NASDAQ and NYSE requirements for 
shareholder approval of equity compensation plans. As such, this so-called bright-line rule has 
never been brought into alignment with the approved NASDAQ and NYSE rules, which 
necessitate informed shareholder voting on equity compensation plans. The current proposal 
provides the Staff with an opportunity to do so by allowing shareholders to decide if they want 
this important additional information that would inform their votes. 
 
Because the proposal would provide, and is limited to, information necessary for informed 
shareholder voting on equity compensation, the proposal does not relate to ordinary business 
and is not excludable on that basis.  
 
Staff rulings do not consistently bar proposals on disclosure relative to employee 
compensation 
 
We note as well that there are other precedents to support non-exclusion. The Proposal's 
request for disclosure of distribution of stock ownership incentives throughout the workforce 
does not equate to excludable ordinary business under Rule 14a-8(i)(7).2 For example, a 
proposal that requested disclosure of the distribution of 2003 stock options by the recipient's 
race and gender, which discussed recent trends in stock options granted to women and 

 
1 Frequently Asked Questions on Equity Compensation Plans, NYSE (last revised Dec. 1, 2021), 
https://www.nyse.com/publicdocs/nyse/regulation/nyse/equitycompfaqs.pdf; NASDAQ Listing Rule 
5635(c),  https://listingcenter.nasdaq.com/rulebook/nasdaq/rules/nasdaq-5600-series#nasdaq-rule 5635.  
2 Precedents cited by the Company, such as Yum! Brands, Inc. (Feb. 24, 2015), which seeks a 
comparison of senior executive compensation and “our store employees’ median wage” being excludable 
as relating to ordinary business, are contradicted by numerous proposals allowing integration of rank-
and-file employee-related compensation disclosures or considerations. 
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employees of color, was found not excludable under Rule 14a-8(i)(7). Verizon Communications, 
Inc. (Jan. 26, 2004).   
 
Disclosure-related requests applying to the whole workforce have been found not excludable 
under Rule 14a-8(i)(7), where the focus was on pay differentials between upper- and lower-level 
employees. For instance, in Wells Fargo (Feb. 21, 2019), the proposal requested disclosure of 
the global median gender pay gap—including associated policy, reputational competitive and 
operational risks, and risks related to recruiting and retaining female talent—and was found not 
excludable under Rule 14a-8(i)(7). That proposal also included disclosure of equity 
compensation through an inclusive definition: "A report adequate for investors to assess 
company strategy and performance would include the percentage global median pay gap 
between male and female employees across race and ethnicity, including base, bonus, and 
equity compensation" (emphasis added).  

 
Additionally, subsequent rulings also found non-excludable proposals directed toward CEO or 
senior executive compensation have included provisions that either imply decision-making or 
disclosure based on nonmanagement employee compensation levels or disclosure that would 
reveal the contrast between senior executive compensation and other employees. For instance, 
in BB & T Corporation (Jan. 17, 2017), an ordinary business exclusion was rejected for a 
proposal asking the company to "take into consideration the pay grades and/or salary ranges of 
all classifications of company employees when setting target amounts for CEO compensation." 
Similarly, in Siebel Systems, Inc. (Apr. 15, 2003), a proposal designating the intended use of 
equity and management compensation programs, including certain principles, was not 
excludable under ordinary business despite the focus principles for management compensation, 
which required discussion of "the proportion of the equity of the company intended to be 
available for transfer to employees through stock plans, as measured by possible percentage 
dilution; and the distribution of that wealth opportunity intended within the company, between the 
CEO, Senior Executives, and other employees."3 
 
Moreover, I note that many other general workforce-related proposals have been deemed 
permissible under Rule 14a-8(i)(7) as addressing significant policy issues, such as workforce 
diversity and racial equity, as well as general standards for the workforce. For example, the Staff 
made clear in several precedents that proposals asking a company to adopt and enforce a 
workplace code of conduct based on the International Labor Organization's (ILO) Convention on 
Workplace Human Rights are not excludable under the ordinary business rule. See, e.g., E. I. 
Du Pont de Nemours (Mar. 11, 2002). The ILO Convention includes a series of principles 
applicable to workforce management, such as no use of child labor, no discrimination or 
intimidation in employment, workers' right to form and join unions, workers representatives not 
subject to discrimination, access to workplaces to carry out representation, and no use of forced 
labor.  
 
Disclosures on wealth inequality are a significant policy issue 

  

 
3 The proposal requested a statement about the proportion of the equity of the company intended to be 
available for transfer to employees through stock plans, as measured by possible percentage dilution; 
and the distribution of that wealth opportunity intended within the company, between the CEO, Senior 
Executives, and other employees. 
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In its 1998 Release, the Commission noted certain tasks are generally considered so 
fundamental to management's ability to run a company on a day-to-day basis that they could not 
be subject to direct shareholder oversight (e.g., the hiring, promotion, and termination of 
employees, as well as decisions on retention of suppliers, and production quality and quantity). 
However, proposals related to such matters, but focused on sufficiently significant social policy 
issues (i.e., significant discrimination matters), are generally not excludable. 
 
In this instance, the significant policy issue is wealth inequality and its relationship to the 
distribution of employee stock ownership. While the Company Letter attempts to dismiss this 
focus, it is evident that the Proposal is concentrated on this issue, including that the Proposal is 
titled "Create an Ownership Culture." Stock compensation packages are a powerful means of 
creating or reducing wealth inequality. The central purpose behind the Proposal is to inform 
shareholders about the role the Company is playing in reducing or exacerbating income 
inequality in its stock-based compensation packages.  
 
The Company Letter generally cites precedents where rejected proposals attempted to 
otherwise limit, amend, request, or place a moratorium on employee compensation. Here, the 
Proposal does no such thing. It merely requests the Company compile a report showing the 
distribution of stock-based compensation packages among employees. Contrary to the 
Company's citations and arguments, the Proposal does not ask the Company to implement any 
sort of reform to its current compensation packages. Instead, the Proposal merely requests that 
the Company publishes a report detailing which employees receive stock compensation 
packages or similar compensation.  
 
The current Proposal is not directive. It does not attempt to alter the outcome of stock ownership 
arrangements. But at least one Staff decision demonstrates that, under certain circumstances, 
even such a proposal can transcend ordinary business.4 The current Proposal contrasts with 
proposals that request a specific outcome in stock options, such as canceling equity 
compensation that affects all employees. Amazon.com, Inc. (Mar. 7, 2005). The current 
Proposal does not require any particular outcome other than appropriate disclosures for 
investors. 

 
4 In International Business Machines (Feb. 16, 2000), the proposal asked the board to adopt a policy 
that: (1) all employees, regardless of age, will receive the same retirement medical insurance and 
pension choice as employees who are within five years of retirement; and (2) the portable cash-balance 
plan will provide a monthly annuity equal to that expected under the old pension plan or a lump sum that 
is actuarially equivalent. In that instance, there was significant controversy associated with the 
company’s newly announced pension and retirement plans for IBM employees, including Wall Street 
Journal coverage reporting that some employees would face losses as high as 50% under the new 
policy. IBM had also acknowledged to some employees that its new individual medical insurance 
accounts would probably run out of money as they approach old age. The new plan’s limited medical 
insurance is especially a problem for lower-paid workers. 
Feeding the outrage was IBM’s declaration that it planned to use the $200 million saved to fund stock 
options for executives and other targeted employees. Many of IBM’s most talented employees did not 
feel comfortable with their deserved bonus being tied to the reduction of promised retirement pay and 
medical insurance for fellow employees. The Staff noted “widespread public debate concerning the 
conversion from traditional defined benefit pension plans to cash-balance plans and the increasing 
recognition that this issue raises significant social and corporate policy issues, it is our view that 
proposals relating to the conversion from traditional defined benefit pension plans to cash-balance plans 
cannot be considered matters relating to a registrant’s ordinary business operations.” 
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There can be no doubt that wealth inequality, especially in the US, is a significant policy issue. 
Moreover, the United Nations has recognized wealth inequality as a significant social policy 
issue that creates many tangible problems, particularly in the United States: 

 
"Income inequality has been compounded by wealth inequality, 
particularly in countries with already high inequality levels such as the 
United States of America . . . It is clear that inequality can be a serious 
threat to social and political stability." 

 
As a result of recognizing such concerns, reducing inequality is one of 17 Sustainable 
Development Goals5 established by the United Nations in 2015. This is a distinct problem facing 
any corporation headquartered in the United States since income inequality in the US is the 
highest of all the G7 nations.6 The wealth gap between "America's richest and poorest families 
have more than doubled from 1989 to 2016" (emphasis added).7 This gap has grown even more 
significant during the pandemic.8 
 
The business case for addressing this issue is clear. Widespread employee stock ownership is 
correlated with better employee and firm performance, fewer layoffs, better employee 
compensation and benefits, higher median household income, longer median job tenure, and 
reduced racial and gender wealth gaps. All these positive outcomes would have the effect of 
reducing wealth inequality in the US.  
 
I have gathered data regarding wealth distribution on a national level. For instance, according to 
the Congressional Budget Office, 10% of families currently hold 76% of the total wealth in this 
country.9 But little data is available on a corporate level, where many of the critical policy 
decisions are made, and the distribution of stock ownership is clearly a key element. For 
example, Rutgers' analysis of the General Social Survey estimated that, in 2018, nearly 23 
million employees—representing more than 19% of all US workers—owned some share in their 

 
5 See United Nations Sustainable Development Goals, 
https://upload.wikimedia.org/wikipedia/commons/d/d5/N1529189.pdf 
6 Organization for Economic Co-operation and Development, https://www.oecd.org/social/income-
distribution-database.htm 
7 Katherine Schaeffer, 6 Facts About Economic Inequality in the U.S., Pew Research Center (Feb. 7, 
2020), https://www.pewresearch.org/fact-tank/2020/02/07/6-facts-about-economic-inequality-in-the-u-s/ 
8 See Peter Coy, Wealth Inequality Is the Highest Since World War II, N.Y. Times (Feb. 2, 2022), 
https://www.nytimes.com/2022/02/02/opinion/inequality-wealth-pandemic.html 
9 See Turning Employees Into Owners: Rebuilding the American Dream, Ownership America (Oct. 
2021), https://secureservercdn.net/192.169.220.85/11l.986.myftpupload.com/wp-
content/uploads/2021/10/WhitePaper-TurningEmployeesIntoOwners.pdf. Among data compiled by the 
Bureau of Labor Statistics—surveying workers aged 28–34 that were born between Jan. 1, 1980, and 
Dec. 31, 1984—employee-owners have, relative to workers who are not employee-owners: 

 • 92% higher median household wealth 
 • 33% higher income from wages 
 • 52% longer median job tenure 
 • Almost twice the household net worth 

Employee Ownership & Economic Well-Being, Nat. Center for Employee Ownership (May 14, 2017), 
https://www.ownershipeconomy.org/wp-
content/uploads/2017/05/employee ownership and economic wellbeing 2017.pdf 
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employer. However, the bottom 37% of workers had less access to company stock programs. 
Below are a few key findings: 
 

• Employee-owners of color have a 30% higher wage income than non-employee 
owners of color. 

• Women employee-owners have a 17% higher wage income than women who are 
not employee-owners. 

• Employee ownership was generally linked to higher income, benefits, gain/profit 
sharing, training, and involvement in company decision-making. 

• Of the low- and moderate-income worker-owners surveyed, those aged 60 to 64 
had 10 times more wealth than typical Americans in that age group. 10 

 
The trickle-down notion for justifying wealth inequality is accompanied by the assumption that 
rewarding top corporate employees with abundant cash and stock benefits will ultimately boost 
the economy and raise all ships. Actual data supports an opposite finding. Economic growth is 
also hindered as the wealth gap grows.11 On the other hand, increasing employee ownership—
including stock ownership—could significantly improve the distribution of wealth in society.12  
 
Moreover, the issue of wealth inequality in the US is tied to another critically important social 
policy issue: racial inequality. This is demonstrated by a recent editorial board opinion piece in 
the Washington Post, titled "Narrowing the US Wealth gap is important. Narrowing the racial 
wealth gap is urgent."13 Although many publicly traded companies made racial justice 
commitments, few report using stock incentives as a means of addressing those commitments. 
Disseminating access to this data and shedding light on the issue is an essential first step in 
identifying necessary improvements. 

 
10 See Race and Gender Wealth Equity and the Role of Employee Share Ownership, 
https://www.aspeninstitute.org/publications/race-and-gender-wealth-equity-and-the-role-of-employee-
share-ownership/ 
11 According to data from the International Monetary Fund: 

“An inverse relationship between the income share accruing to the rich (top 20 percent) and 
economic growth. If the income share of the top 20 percent increases by 1 percentage point, 
GDP growth is actually 0.08 percentage point lower in the following five years, suggesting 
that the benefits do not trickle down. Instead, a similar increase in the income share of the 
bottom 20 percent (the poor) is associated with 0.38 percentage point higher growth.” 

Causes and Consequences of Income Inequality: A Global Perspective, IMF (June 2015), 
https://www.imf.org/external/pubs/ft/sdn/2015/sdn1513.pdf 
12 One study, using data from the Survey of Consumer Finances, found that if businesses were to 
become 30% employee-owned, it would produce a significant change in the concentration of wealth. 
Specifically, the wealth share of those with below-median wealth would increase from 1% to 6% of total 
wealth, and the net wealth of the average black family would increase by more than 400%, from $24,100 
to $106,271. Additionally, those with only high school diplomas would see similar wealth increases. In 
2016, the median white family had $147,000 in wealth, compared with $3,600 for Black families and 
$6,600 for Latinx families. White women had a median wealth of $66,930, while that of Black and Latinx 
women was just $6,000 and $6,700, respectively. Thomas Dudley & Ethan Rouen, Employee Ownership 
and Wealth Inequality: A Path to Reducing Wealth Concentration, Harvard Business School Accounting 
and Management Unit Working Paper No. 22-021 (Sept. 30, 2021), 
https://papers.ssrn.com/sol3/papers.cfm?abstract id=3942536 
13 Narrowing the Wealth Gap is Important. Narrowing the Racial Wealth Gap is Urgent, Washington Post 
(July 30, 2021https://www.washingtonpost.com/opinions/2021/07/30/us-wealth-gap-race/ 
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In sum, there is ample evidence the current Proposal is focused on wealth inequality, which is a 
significant social policy issue in the US today.  
 
Conclusion 
  
Under Rule 14a-8(g), the burden of proof falls on the company to show the proposal may be 
excluded. Here, the Company has failed to demonstrate the Proposal is excludable under Rule 
14a-8(i)(7). Therefore, we request Staff inform the Company that SEC proxy rules require denial 
of the Company's no-action request.  

We would be pleased to respond to Staff questions or negotiate mutually agreeable terms for 
withdrawing the Proposal from the Company, as we have done with other companies, such as 
Bank of America, Goldman Sachs, Bristol-Meyers Squibb, Chipotle, and Meta. 

Sincerely, 
 
 
James McRitchie        
Shareholder Advocate   
 
 
 



 

 

 David A. Bell 
dbell@fenwick.com  |  650.335.7130 

 

 

July 25, 2022 

Via E-mail  

U.S. Securities and Exchange Commission 
Division of Corporation Finance 
Office of Chief Counsel 
100 F Street, N.E. 
Washington, DC 20549 
 
 

Re: Cisco Systems, Inc. – 2022 Annual Meeting; Supplement to Letter dated 
July 1, 2022 Relating to Shareholder Proposal submitted by James 
McRitchie 

 
Ladies and Gentlemen: 

 
We refer to our letter dated July 1, 2022 (the “No-Action Request”) submitted on 

behalf of our client, Cisco Systems, Inc., a Delaware corporation (“Cisco”), pursuant to 
which we requested confirmation that the staff (the “Staff”) of the Securities and Exchange 
Commission (the “Commission”) would not recommend enforcement action if Cisco 
excludes the shareholder proposal and supporting statement (the “Proposal”) submitted to 
Cisco by James McRitchie (the “Proponent”) from its proxy statement and other proxy 
materials (the “2022 Proxy Materials”) for Cisco’s 2022 Annual Meeting of Stockholders 
(the “Annual Meeting”).  

This letter is in response to the letter to the Staff, dated July 5, 2022, submitted by 
the Proponent (the “Proponent Letter”) and supplements the No-Action Request. In 
accordance with Rule 14a-8(j), a copy of this letter is also being simultaneously provided 
to the Proponent. As explained below, the Proponent Letter attempts to overcome the 
ordinary business exclusion by emphasizing immaterial or irrelevant distinctions between 
the Staff’s settled precedent on the ordinary business exclusion under Rule 14a-8(i)(7) and 
the Proposal. Therefore, Cisco reiterates its position that the Proposal is excludable 
pursuant to Rule 14a-8(i)(7) because the Proposal seeks to deal with a matter relating to 
Cisco’s ordinary business operations.  



 

Office of the Chief Counsel 
July 25, 2022 
Page 2 
 

 

 
A. The Factual Distinction Proponent Draws is Not Sufficient to Deviate from 

Staff’s Settled Guidance. 
 

To distinguish the Proposal from the Staff’s settled guidance, most recently 
articulated by the Staff’s decisions in Repligen Corporation (Apr. 1, 2022) and 
Amazon.com, Inc. (Apr. 8, 2022), the Proponent asserts that unlike these prior proposals 
which sought the issuance of a report disclosing “all stock-based incentives, regardless of 
whether they were shareholder-approved,” the Proposal is distinguishable in that the report 
Proponent seeks issued by Cisco concerns only “stock distributed under compensation 
plans approved by the shareholders” (emphasis added). The fact that the Proposal limits 
the requested report to compensation plans previously approved by shareholders is a 
distinction without a difference under the Staff’s settled guidance.  

 
The vast majority of equity compensation issued to service providers is issued 

pursuant to shareholder approved plans with the primary exception of inducement grants 
made to newly hired personnel. Therefore, regardless of whether Proponent seeks to 
characterize the requested report as Proponent and Proponent’s wife did in Amazon and 
Repligen, or as the Proponent does in the Proposal, the underlying focus and scope of the 
requested report remains practically the same and requires broad disclosure by Cisco on 
equity compensation paid to all employees and other service providers. Therefore, as in 
Amazon and Repligen, the Proposal by its terms is clearly intended to directly implicate 
general employee compensation and management of Cisco’s overall workforce and is not 
specifically limited to senior executive or director compensation. As a factual matter, Cisco 
does not have inducement grants outstanding and the Proposal would cover exactly the 
same subject matter as in Amazon and Repligen: all equity compensation grants. 
 

Here, despite the distinction the Proponent intends to draw in the Proponent Letter, 
the Proposal seeks production of a report focused squarely on general employee 
compensation. Therefore the Proposal is excludable under Rule 14a-8(i)(7). 

B. The Proposal Concerns Employee Stock Compensation, Not A Significant 
Social Policy Matter  
 
The Proponent Letter includes sweeping references to matters of social or public 

policy importance, such as gender equality and racial justice. The precedents the Proponent 
Letter cites similarly concern matters of important social policy, such as gender, diversity 
and age-based discrimination. Despite these general statements, the report requested by the 
Proposal does not address these concerns. In fact, the Proponent Letter itself states “the 
Proposal merely requests that the Company publishes a report detailing which employees 
receive stock compensation packages or similar compensation.” Such general statements 
concerning social or public policy matters do not alter the focus of the Proposal, which is 
Cisco’s practice of granting stock-based compensation to its general workforce.  
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As stated in the No-Action Request, the Staff has long taken the position, including 
most recently in Amazon and Repligen, that proposals similar to the current Proposal 
concern ordinary business matters and not a significant social policy issue notwithstanding 
such references.  The Proponent’s change to the Proposal to limit its focus to shareholder 
approved compensation plans does nothing to justify different treatment in this instance. 
 

For the reasons noted above, the Proposal is directly related to employee 
compensation matters, and does not transcend the ordinary business matter of equity-based 
compensation, and therefore the Proposal is excludable under Rule 14a-8(i)(7).  

CONCLUSION 

For the reasons discussed above and in the No-Action Request, we respectfully 
request that the Staff concur that it will take no action if Cisco excludes the Proposal from 
its 2022 Proxy Materials pursuant to Rule l4a-8(i)(7) because the Proposal deals with 
matters relating to Cisco’s ordinary business operations. Should the Staff disagree with our 
conclusions regarding the omission of the Proposal, or should the Staff have questions or 
desire any additional information in support of our position, we would appreciate an 
opportunity to confer with the Staff concerning these matters prior to the issuance of its 
Rule 14a-8(j) response. In this case, please contact me by telephone at (650) 335-7130 or 
Evan Sloves of Cisco at (408) 525-2061. Please direct any correspondence regarding this 
letter via e-mail to CorporateSecretary@cisco.com.   

Sincerely, 

FENWICK & WEST LLP 

David A. Bell 

Enclosures 
 
cc: Evan Sloves, Cisco Systems, Inc. 
 Jay Higdon, Cisco Systems, Inc. 
 James McRitchie 

John Chevedden 
 Julia Forbess, Fenwick & West LLP



 
 
VIA EMAIL: shareholderproposals@sec.gov 
Office of Chief Counsel 
Division of Corporation Finance 
US Securities and Exchange Commission 
100 F Street, NE 
Washington, DC 20549 
cc: "esloves@cisco.com" <esloves@cisco.com>, "jahigdon@cisco.com" 
<jahigdon@cisco.com>, John Chevedden , David Bell 
<DBell@fenwick.com>, Julia Forbess <jforbess@fenwick.com>, James McRitchie 

 
August 2, 2022 

 
Re: Shareholder Proposal to Cisco Systems, Inc. of James McRitchie Regarding 
“Create an Ownership Culture” 

 
Ladies and Gentlemen:        
 
I am the beneficial owner of common shares of Cisco Systems, Inc., (the "Company") and 
submitted a shareholder proposal (the "Proposal") to the Company. This letter responds to 
the rebuttal letter dated July 25, 2022, (the "Company Rebuttal") sent to the Securities and 
Exchange Commission (the "Commission") by David A. Bell. In that letter, the Company 
continues to contend my Proposal may be excluded from the Company's 2022 proxy 
statement. Any response to this letter should copy James McRitchie and John Chevedden 
at the email addresses noted above.  
 
The Proposal requests the Company report annually all stock distributed to employees, 
directors, and consultants under compensation plans approved by shareholders. The 
report should include a matrix, sorted by an appropriate classification scheme with five or 
more categories chosen by the Committee, showing aggregate amounts of stock 
ownership distributed and utilized, including associated voting power, if any.  
 
Shareholder approved compensation plans: implementation data needed 
 
As argued in a June 7, 2022, rulemaking petition1 from the Working Group on Human 
Capital Accounting Disclosure (WGHCAD), whose members include former SEC officials, 
better disclosure of company investments in labor is critical to assessing firm value. In part, 
this is due to the rapid rise in the proportion of firm value due to intangibles − from 17% of 
the S&P 500 to 90% in 2020.  
 
Equity compensation to employees, they wrote, “seems more likely to be classified as an 
investment, given the evidence that providing employees with equity compensation 

                                                 
1 See https://www.sec.gov/rules/petitions/2022/petn4-787.pdf  

PII
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significantly improves retention.” Their petition seeks extensive quantitative human capital 
disclosures so that investors can more clearly differentiate expenses from investments. 
 
While shareholders may need to wait for the Commission to act in order to obtain the 
detailed, quantitative disclosures requested by the WGHCAD, we should not have to wait 
to obtain a report describing the disposition of stock already approved by shareholders. As 
stated in the June 30, 2003, release requiring approval of such plans:  
 

Equity-compensation plans can help align shareholder and management interests, 
and equity-based awards are often very important components of employee 
compensation. To provide checks and balances on the potential dilution resulting 
from the process of earmarking shares to be used for equity-based awards, the 
Exchange requires that all equity-compensation plans, and any material revisions to 
the terms of such plans, be subject to shareholder approval…2 

 
The Company Rebuttal claims, “the fact that the Proposal limits the requested report to 
compensation plans previously approved by shareholders is a distinction without a 
difference under the Staff’s settled guidance.” This is alleged because “Cisco does not 
have inducement grants outstanding and the Proposal would cover exactly the same 
subject matter as in Amazon and Repligen: all equity compensation grants.”  
 
However, as stated in the June 30, 2003, release, exemptions are not limited to 
inducement awards as the Company Rebuttal contends. Exemptions include “awards 
during mergers and acquisitions, when conversions, replacements or adjustments of 
outstanding options or other equity compensation awards are necessary to reflect the 
transaction, and when shares available under certain plans acquired in corporate 
acquisitions and mergers may be used for certain post-transaction grants without further 
shareholder approval; and plans intended to meet the requirements of Section 401(a) of 
the Internal Revenue Code (e.g., ESOPs), plans intend intended to meet the requirements 
of Section 423 of the Internal Revenue Code, and parallel excess plans.”  
 
Again, unlike in Repligen or Amazon, the current Proposal is limited to disclosure of stock 
distributed under compensation plans approved by shareholders. In contrast, the excluded 
proposals sought disclosure of all stock-based incentives, regardless of whether they were 
shareholder-approved. This refocusing of the proposal should suffice to render the 
proposal non-excludable. The request is for information related only to stock distributed 
under compensation plans approved by shareholders, not to general employee 
compensation policies or practices, as the Company contends.  

 
Having approved a specific equity compensation plan, investors have good reason to want 
to be informed on how our company has carried out that plan. Analysis of such reports 
may be crucial to how they vote on such plans in the future. Thus, the proposal 
addresses a material issue for investors, critical information which may be decisive in 
deciding how to vote on future equity compensation plans. In TSC Industries the Court 
noted that information is material if there is a “substantial likelihood that a reasonable 

                                                 
2 https://www.sec.gov/rules/sro/34-48108.htm  
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[investor] would consider it important” in making a voting decision. [TSC Industries Inc. v 
Northway Inc., 426 US 438 (1976)]  
 
See my prior rebuttal for additional arguments and no-action decisions.  
 
Disclosures on wealth inequality are a significant policy issue 

  
The Company Rebuttal fails to present any evidence that wealth inequality is not a 
significant social matter or that the Proposal fails to address that concern. Stock 
compensation, granted by individual companies, is a significant source of wealth. 
Addressing that concern will require the disclosure of additional information from 
companies, such as the information sought in the Proposal.  
 
The business case for addressing wealth inequality issue is clear. Widespread employee 
stock ownership is correlated with better employee and firm performance, fewer layoffs, 
better employee compensation and benefits, higher median household income, longer 
median job tenure, and reduced racial and gender wealth gaps. All these positive 
outcomes would have the effect of reducing wealth inequality in the US, while increasing 
shareholder value. As previously noted, economic growth is hindered as the wealth gap 
grows.3 Increasing employee ownership—including stock ownership—could significantly 
improve the distribution of wealth in society.4  
 
In sum, there is ample evidence the current Proposal is focused on wealth inequality, 
which is a significant social policy issue in the US today.  
 
Conclusion 
  
Under Rule 14a-8(g), the burden of proof falls on the company to show the proposal may 
be excluded. Here, the Company has failed to demonstrate the Proposal is excludable 
under Rule 14a-8(i)(7). Therefore, we request that Staff inform the Company that SEC 
proxy rules require denial of the Company's no-action request.  

                                                 
3 According to data from the International Monetary Fund: 

“An inverse relationship between the income share accruing to the rich (top 20 percent) and 
economic growth. If the income share of the top 20 percent increases by 1 percentage point, 
GDP growth is actually 0.08 percentage point lower in the following five years, suggesting that 
the benefits do not trickle down. Instead, a similar increase in the income share of the bottom 
20 percent (the poor) is associated with 0.38 percentage point higher growth.” 

Causes and Consequences of Income Inequality: A Global Perspective, IMF (June 2015), 
https://www.imf.org/external/pubs/ft/sdn/2015/sdn1513.pdf 
 
4 One study, using data from the Survey of Consumer Finances, found that if businesses were to become 
30% employee-owned, it would produce a significant change in the concentration of wealth. Specifically, the 
wealth share of those with below-median wealth would increase from 1% to 6% of total wealth, and the net 
wealth of the average black family would increase by more than 400%, from $24,100 to $106,271. 
Additionally, those with only high school diplomas would see similar wealth increases. In 2016, the median 
white family had $147,000 in wealth, compared with $3,600 for Black families and $6,600 for Latinx families. 
White women had a median wealth of $66,930, while that of Black and Latinx women was just $6,000 and 
$6,700, respectively. Thomas Dudley & Ethan Rouen, Employee Ownership and Wealth Inequality: A Path to 
Reducing Wealth Concentration, Harvard Business School Accounting and Management Unit Working Paper 
No. 22-021 (Sept. 30, 2021), https://papers.ssrn.com/sol3/papers.cfm?abstract id=3942536 
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We would be pleased to respond to Staff questions or negotiate mutually agreeable terms 
for withdrawing the Proposal from the Company, as we have done with other companies.  

Sincerely, 
 
 
James McRitchie        
Shareholder Advocate   
 
 
 




