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A flowchart providing a structural overview of 
the Rule 14a-8 shareholder proposal process. 
This Chart outlines the process by which a 
company can seek SEC staff no-action relief to 
avoid including a shareholder proposal in its 
proxy materials.

A shareholder proposal is a recommendation or requirement that 
a company or its board of directors take a particular action, which 
is submitted by a shareholder for consideration at the company's 
shareholders' meeting. Rule 14a-8 under the Exchange Act provides 
a process for shareholders to submit proposals for inclusion in 
company proxy materials under certain circumstances. Rule 14a-8 is 
applicable to reporting companies with a class of securities registered 
under Section 12 of the Exchange Act.

Under Rule 14a-8, a company must include a shareholder proposal 
and related supporting statement in its proxy statement and list 
the shareholder proposal on its proxy card to be voted on with the 
company's proposals if:

�� The shareholder complies with specified eligibility and procedural 
requirements.

�� The proposal is not excludable under one or more of the 13 
substantive exclusions under Rule 14a-8(i).

If the company determines that it is not in the best interests of the 
company to include the shareholder proposal in its proxy materials, it 
can take any of the following actions:

�� Seek no-action relief from the SEC staff that would allow the 
company to exclude the proposal without the threat of staff 
recommendation of an enforcement action. The request for 
no-action relief must be based on a procedural deficiency or a 
substantive exclusion under Rule 14a-8.

�� Take legal action in court to exclude the proposal.

�� Negotiate with the proponent to withdraw the proposal.

This flowchart outlines the process by which a company evaluates a 
shareholder proposal for compliance with Rule 14a-8 and requests 
SEC staff no-action relief from including the proposal in its proxy 
materials. SEC staff no-action relief is the most common method of 
excluding a shareholder proposal from a company's proxy materials. 
The decision of how to handle a shareholder proposal should be 
made on a case-by-case basis after evaluating the specific facts and 
circumstances surrounding the shareholder proposal.

For more information on the Rule 14a-8 shareholder proposal 
process, see Practice Note, How to Handle Shareholder Proposals 
(http://us.practicallaw.com/6-509-4830) and Deadlines for Rule 14a-8 
Shareholder Proposals: Chart (http://us.practicallaw.com/0-509-
4692).
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