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BlackRock, Inc. (togetherwithits affiliates, “BlackRock™* respectfully submitsits
commentsto the Departmentof Labor(“DoL”) in responsetothe DolL’s proposed rule
regarding proxy voting and shareholderrights (the “Proposal”). Engagementand proxy
voting are importanttools for investors to drive long-termvalue. We appreciate the DoL’s
goal of clarifying priorguidance affirming that, in voting proxies and in exercising other
shareholderrights,planfiduciaries must considerfactors that may affect the value of the
plan’sinvestmentand notsubordinate the interest of participants and beneficiariesin
theirretirementincometo unrelated objectives.

We agree with the DoL’s longstanding position thatthe fiduciary act of managing
planassets includesthe managementofshareholderrights. However,we are concerned
that the Proposal creates an overly prescriptive and burdensome standard thatwould
interfere with plan fiduciaries’ability and willingnesstoengage and vote proxies, even
whentheyprudently determine thattheirvotesare likely to be in the long-term economic
interest of the plan. Under most circumstances, voting proxiesis consistentwith the long-
term economicinterests of plan participants and beneficiaries and does notrequire the
expenditure of significant plan resources. In addition, it may not be cost effective or
operationally feasible for plansto expend the resources necessary to comply with the
Proposal. By creating additional hurdles for ERISA plansto vote, plan fiduciaries may be
dissuaded from voting proxies,which could result in other investors having
disproportionate voting power. Plan fiduciaries regularly refraining from voting proxies
could ultimately reduce the voice of ERISA plans and potentially resultin negative
economic outcomesfor plan participants and beneficiaries.

1 BlackRock manages assets on behalf of individual and institutional clients across equity, fixed income,
real assets, and other strategies. The assets we manage represent our clients’ futures and the investment
outcomes they seek, and it is our responsibility to help them better prepare themselves and their families
to achieve their financial goals. Two thirds of the assets we manage are retirement-related assets.
BlackRock manages assets for public and private pensions, including defined benefit (“DB”) and defined
contribution (“DC”) plans of varying sizes.
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We encourage the DoL to take a more principles-based approach to this
rulemaking effort,which would address the DolL’s primary concerns, preserve flexibility,
and be consistent withthe DolL’s longstanding interpretations of fiduciary duties.

If the DoL is determined to move forward with a more prescriptive approachto
proxy voting rulemaking, we also outline a series of recommendations to betteralign the
Proposal with the DoL’s stated goals.

In this letter, we:

Explainthe role of engagementand proxy voting;

Addressthe Dol ’s stated rationale for the Proposal;

Discuss potential consequences of the Proposal,;

Provide recommendationsto clarify and formalize longstanding guidance without
deterring fiduciaries from voting proxies;and

5. Provide suggested changestothe Proposal if the DoL moves forward.

FwNPE

Sectionl: Therole of investment stewardship

Whilewe understand the DolL’s desireto ensurethatplans do not expend assets
unnecessarilyon matters not economically relevantto the plan,we are concerned thatthe
Dol has too narrow a viewof a plan’seconomic interest. The DoL appearsonlyto be
focused on the relationship between a particular proxy vote and its potential to
immediately and quantifiablyincrease the value of the plan’sinvestment. However,
matters thatare material to the protection of a plan’sinvestment, as well as proposalsthat
requestor relateto the disclosure of material risk considerations may also impactlong-
term shareholdervalue.Asan assetmanagerwho is often delegated the responsibility to
exercise shareholderrights on behalf of our clients, we engage with boards and company
managementand vote proxies with the objective of preserving and enhancing the long-
term value of our clients’investments.?In the Proposal, the DoL indicates thatit views
proposalsrelated to corporate events, corporate repurchases of shares, issuances of
additional securities with dilutive effects on shareholders, or contested elections for
directors as being likely to have a significantimpacton the value of the plan’sinvestment.?
In addition,we believe thatvoting on mattersrelated to boards and directors, auditorsand
audit-related issues,compensation and benefits,and environmental and social issues,
may also have a significantlong-termimpactonthe value of the plan’sinvestment, eveniif
the economic impactfor a particularvote is difficultto measure at the time of the vote.

Forexample,the performance of a company’s board of directors is critical to the
economic success of that company and to the protection of shareholders’interests. Board
members serve as agents of shareholdersin overseeing the strategicdirection and
operation of the company. Comprehensive disclosure,including financial statements, also
providesinvestors with a sense of the company’s long-term operational riskmanagement

Our approach to engagement and voting is public on our website, available at
https://www.blackrock.com/corporate/about-us/investment-stewardship, and articulated in our Global
Corporate Governance & Engagement Principles (January 2020), available at
https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-engprinciples-
global.pdf.

3 Proposal at 55226,55242.
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practices and, more broadly,the quality of executives’business managementand the
board’s oversight.In the absence of robustdisclosures, a planfiduciary could reasonably
conclude that a companyis not adequately managing risk,which is a key componentin a
company’s ability to maximize economic success. Compensation structures canindicate
whethera companyincentivizes and rewards executives appropriatelyand in away that is
aligned with shareholderinterests, particularly generating sustainable long-term
shareholderreturns. Environmental and social proposals often ask for greaterdisclosure
to allow shareholdersto understand howcompanies are effectively considering these
elements of risk in strategy and business operations and, as such, while proxy votes on
these matters may not have an immediately quantifiableshort-term impact, they can
impactthe long-term financial performance and value of companies,which we discussin
more detailinour comment letterto the Dol on Financial Factorsin Selecting Plan
Investments.

Today, engagementand proxyvoting are generally low-costacross all issues,
particularly when proxy voting authorityis delegated to investmentmanagers like
BlackRock, who can scale this function for plan clients. Costs are not significantly
impacted by the number of proxy votes cast. To the extentclients delegate the
managementof theirvoting rights to us, we consider these responsibilities,including
researching if and how to vote proxies,to be part of our fiduciary duties as an investment
manager,and we do not charge ERISA plans for providing these services.

Section ll: Stated rationale for the Proposal

In the Proposal, the DoL suggeststhatthat thereis a misunderstandingamong
stakeholdersthat ERISAfiduciaries are required tovote all proxies. Based on our
experience as an investmentmanagerand conversations with our ERISA plan clients,
fiduciariesdonot believe thatthey are required tovote all proxies; rather, they have
concluded thatundermost circumstances, voting proxiesis in the long-term economic
interests of plan participants and beneficiaries. Companies and theirboards should be
accountableto shareholders and should be structured with appropriate checks and
balancesto ensurethatthey operatein their shareholders’bestinterests. Aswe discussed
above,a company’s governance structure, the quality of its leadership,and board
oversightof risk, areinseparable froma company’s ability to generate long-term,
sustainablevalue forshareholders.Thereis a long-standing body of compelling academic
work evidencing the positive correlation between good corporate governance and long-
term value.“ Forexample,a 2003 study led by representatives from Harvard University and
the University of Pennsylvania evaluated aninvestment strategy focused on purchasing
shares of companies exhibiting strong governance practices and selling shares of

Appel, lan, Todd Gormley, and Donald Keim (2016): ‘Passive Investors, Not Passive Owners’, Journal of
Financial Economics, available at SSRN: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2475150;
Correa, Ricardo and Ugur Lel (2016): ‘Say on Pay Laws, Executive Compensation, Pay Slice, and Firm
Valuation Around the World’, Journal of Financial Economics, available at SSRN:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2430465; Cufiat, Vicente, Mireia Gine, and Maria
Guadalupe (2012): ‘The Vote is Cast: The Effect of Corporate Governance on Shareholder Value’, Journal of
Finance, available at SSRN: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=155596 or
https://www.nber.org/papers/wl6574; Flammer, Caroline and Pratima Bansal (2017): ‘Does a Long-Term
Orientation Create Value? Evidence From a Regression Discontinuity’, Strategic Management Journal,
available at: https://onlinelibrary.wiley.com/doi/abs/10.1002/smj.2629.
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companies with poor governance structures. The study found that the companies “with
strongershareholderrights had higherfirm value, higher profits, highersales growth,
lower capital expenditures,and made fewercorporate acquisitions.”™

Research also suggeststhatweakgovernance practices may contribute to
ineffective riskoversightand detrimental outcomes for shareholders.In a 2000 study,
companiesthatexhibited instances of fraud across a series of industries were found to
have less independentboards and auditcommitteesthan the relative industry benchmark
withoutinstances of fraud.® A differentstudy thatinvestigated firms subjecttoaccounting
enforcementactions by the Securities and Exchange Commission (“SEC”) for alleged
violations of US Generally Accepted Accounting Principles found thatfirms who
manipulated earnings were more likely to have boards dominated by management, rather
thanindependentdirectors.” The shareholders’righttovote at companies’annual
meetings on routine,fundamental ballotitems, such as the election of directors and
selection of auditorsis importantfor company accountability, risk mitigation,and
shareholdervalue creation.

The Dol cited a speech by one of the authors of this letterto supportits assertion
that “the Avon letterand subsequentsub-regulatory guidance fromthe Department... has
resulted ina misplaced beliefamong some stakeholdersthat fiduciaries mustalways vote
proxies,subjectto limited exceptions,in orderto fulfill theirobligations under ERISA.”®
BlackRock does believe thatitshould generally vote proxies, but for the reasons described
above — because we believe thatvoting proxiesis generallyinthe client’s economic
interest— not because prior guidance led usto thatconclusion. We believe thatitis more
likely that other fiduciaries’ decisions tovote proxies are also based on such fiduciaries’
prudentdetermination thatthe vast majority of ballotitems could have an economic
impacton the applicable plans’investment,which inthe aggregate outweighs the low,
overall costs of voting,rather than a misconception thattheyare required tovote all
proxies.

Sectionlll: Potential consequences of the proposal

While we appreciate and agree with the DoL’s goal of avoiding unnecessary costs
for ERISA plan participants, we are concerned that the Proposal is likely to create
additional costs for, and ultimately harm, rather than benefit, plan participants and
beneficiaries. The documentation requirements are overly burdensome and costly to
satisfy, and the required analysis creates an unreasonably high threshold for exercising

5 Gompers, Paul A.and Ishii, Joy L. and Metrick, Andrew, Corporate Governance and Equity Prices. Quarterly
Journal of Economics, Vol. 118, No. 1, pp. 107-155, February 2003, Available at
SSRN: https://ssrn.com/abstract=278920 or http://dx.doi.org/10.2139/ssrn.278920

6 Beasley, M., Carcello, J.V., Hermanson, D.R., Lapides, P.D. 2000. Fraudulent Financial Reporting:
Consideration of Industry Traits and Corporate Governance Mechanisms. Accounting Horizons: A
Quarterly Journal of the American Accounting Association. 14: 441-452.
https://aaapubs.org/doi/10.2308/acch.2000.14.4.441 .

" Dechow, Patricia and Sloan, Richard G. and Hutton, Amy P., Causes and Consequences of Earnings
Manipulation: An Analysis of Firms Subject to Enforcement Actions by the Sec. Available at
SSRN: https://ssrn.com/abstract=2607.

8  Proposal at 55220.
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voting rights, which we fear could deter plan fiduciaries from voting proxies at all, even
undercircumstances where voting is likelyto be in the best interest of the plan.A
reductionin the number of proxy votes, while preserving the rightto vote proxiesundera
more limited set of circumstances, will result in very little cost savings and significant
operational complexities for ERISA plans. Rather,a plan fiduciary may have a strong
incentive to abstain from proxy voting completely,which could broadly disenfranchise
plansand harm plan participants and beneficiaries by reducing theirvoice and giving
disproportionate weighttothe votes of other investors, such as activist investors.
Specifically,since some ballotitems have supermajority voting requirements,® having
fewervotes in total may ultimately preventcompanies fromamending theirbylaws when
specificmanagement proposals, often focused on governanceissuesand enhancing
shareholderrights,are not considered by all shareholders,including ERISA plans.

Compliance with the Proposal’s requirements is too costly

The proposed documentation requirements for proxy voting on behalf of ERISA
plan participants are overly prescriptive and burdensome. Most ERISA plansdo not
conduct in-house proxyvoting orengagements. These plans neither have the expertise
nor the appetite toengage directly with portfoliocompaniesinwhich theyinvest.As a
result, many ERISA planclients deferto their assetmanagers to manage proxy voting
decisions.This fiduciary relationship works effectively and tothe benefitof ERISAplan
participants,as assetmanagers’ability to scale the voting function streamlines the vote
submission process,reduces the potential foranalyticaland operational error, and allows
plansto benefitfrom their asset managers’expertise in making proxy voting decisions
that are informed by engagementswithissuers.

If plan sponsors were to be responsible fordocumenting the rationale for each
proxy vote as proposed,theywould eitherneed togenerate guidelines and procedures to
meetthe documentation requirementsin-house or assess the sufficiency of rationales
relating to decisions generated by firms hired by plan sponsors to vote proxies. In either
scenario, the requirementwould create additional costand oversight burdens for ERISA
plans.

Furthermore,there may be additional costs underthe proposal for ERISAplans
invested through pooled vehicles. Collective investmenttrusts (“CITs”) are widely-used as
investments by ERISA plans.i®Typically,the governing documents for CITs (and other
pooled vehiclesthathold ERISA assets) provide thatthe trustee or investment manager
with authorityto manage plan assets pursuantto section 403(a)(2) of ERISA, has full
authority to vote proxies on securities held in such pooled vehicles. As such, that trustee or
investment managerfollows its own proxy voting guidelines, consistentwith applicable
law, when voting proxies on securities held by CITs and other pooled vehicles, typically

For more information on vote standards, see CFA Institute “Shareowner Rights across the Markets: a
Manual for Investors, (2009), available at https://www.cfainstitute.org/-
/media/documents/support/advocacy/shareowner-rights/ccb-v2009-n2-1.ashx.

10 |t is estimated that in 2019, approximately 28% of 401(K) plan assets (or approximately $1.5 trillion) are

invested in collective investment trusts. See Exhibit 3, “Improving investment outcomes for 403(b) plan
participants” https://www.blackrock.com/corporate/literature/whitepaper/viewp oint-improving-
investment-outcomes-for-403b-participants-may-2020.pdf.
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requiring each participating plantoacceptthose proxyvoting guidelines asthe plan’s
proxy voting policy, insofaras the plan’sinvestmentsinthe CIT or other pooled vehicle are
concerned.Voting a CIT’s or other pooled vehicle’s shareholding differently on a prorated
basis(i.e., voting some investors’indirect proportionate interests and instructing an
abstain vote for others’ indirect proportionate interests on the very same ballotitem) may
not be practical or consistent with the trustee’s orinvestment manager’s proxy voting
guidelines.If ERISA plan assets would have to be moved into segregated accountsinorder
to be voted differently from the assets of otherinvestors in a pooled vehicle,thenitis likely
that those ERISA planswould incur additional risks and costs. Arelated concern is that
some investmentmanagers may be able tooperate segregated accounts only for large
plans,which could negatively affectsmall plans.

As discussed in more detailin Section V below, the only cost-effective way to
comply with the Proposal’s requirements formany fiduciaries will be to adoptone of its
“permitted practices,”and there may be furthercost incentives to abstain from voting
entirely. Only voting certain proxies (as suggested underthe permitted practices) is not
cost-effective. The proxy voting system is complex, and there are operational challenges
associated with onlyvoting sporadically, as discussed furtherbelow.

Discouraging proxy voting by ERISA plans could negativelyimpact overallmarket
effectiveness

BlackRock has long advocated for the principle of one-share, one-vote.* We believe
that shareholders should have avoice through theirvote, proportionate to theireconomic
exposure to a company. However, if the default position of ERISA plansis to abstain from
voting, this could create various unintended consequences, including giving
disproportionate weighttothe votes of other investors, such as investors focused on a
truncated investmenttimeframe oran activistinvesting approach. Amplifying the voice of
investors whose objectives may not be aligned with long-term shareholdervalue may
conflict with the goalsthat are associated with long-term savings and retirement
planning,which would be disadvantageous to ERISA plan participants and beneficiaries.

To promote good corporate governance practices thatdrive value for ERISA plans, it
is importantto ensurethat enough long-term shareholders are able to vote on ballot
items.As Exhibit 1 shows, over 98% of ballotitems are management proposals across
categoriesincluding the election of directors, capitalization,and compensation. If ERISA
planswere to abstain from voting, it would be more challenging forcompaniesto getthe
votes necessaryto pass manyroutine ballotitems, which could ultimately make the
operation of companies less effective and jeopardize long-termvalue forshareholders. As
discussed in more detail in Section IV below, we encourage the Dol to preserve the ability
of ERISA plansto vote in a cost-effective mannerand to take a principles-basedapproach
to preserve the flexibility of plans to vote against management where appropriate. Votes
againstmanagementproposals,forexample onindividual directorelections,have made a

1 For more on BlackRock’s positions, see BlackRock Investment Stewardship website, available at
https://www.blackrock.com/corporate/about-us/investment-stewardship#our-responsibility.
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positive impactover time addressing overboarding,*?> board diversity,”*and other

importantgovernanceissues.

Exhibit 1: Ballot ltems on SEC Form N-PXFilings (July 1,2019-June 30, 2020)

Category Proponent Number of Proposals

Directors Related Management 77,663
Capitalization Management 14,433
Compensation Management 13,414
Reorg.and Mergers Management 7,582
Anti-takeover Related Management 1,179
Other/Misc. Management 34,805
Governance Shareholder 858
Social Shareholder 118
Environmental Shareholder 111
Other Shareholder 2,838
Grand Total All 153,001

Source: Form N-PX filings to the SEC by mutual funds and other registered investment management
companies. Form N-PX provides information to investors on how funds vote proxies related to securities they
hold. Includes all ballot items disclosed during the last filing year from July 1, 2019-June 30, 2020 for
companies held by BlackRock mutual funds, including iShares funds.

Furthermore,the vote standards setby individual companies willdetermine the
effect of an “abstain” vote and the numberofvotes needed to establishaquorum, elect a
director or pass a proposal.** Additionally, it may notbe possible toonly vote on certain
ballotitemswhile neglecting input forother proposals,depending on the vote standard
set withinthe company-specificbylaws and country-specificlisting standards, which
dictate the availability of affirmative, negative, orabstain voting options.'> Given these
voting standards and the requirementsthat a fiduciary must satisfy in orderto vote under
the Proposal, this could effectively preclude ERISA plans from voting on economically-
relevantissues. Further,many ERISA plan participants’investments are not limited to
investing in US securities. Some markets have a requirementforshareholders to vote, and
parsing out, or “splitting,” votes for those holdings may not be operationally possible,
depending onthe nature of the selected plan investments,which would similarly create
challenges for ERISA plansto vote only on certainissues.

12 Kosmas Papadopoulos, Harvard Law School Forum on Corporate Governance, “Director Overboarding:
Global Trends, Definitions, and Impact” (August 5, 2019), available at
https://corpgov.law.harvard.edu/2019/08/05/director-overboarding-global-trends-definitions-and-

impact/.

13 Subodh Mishra, Harvard Law School Forum on Corporate Governance, “U.S. Board Diversity Trends in
2019” (June 18, 2019), available at https://corpgov.law.harvard.edu/2019/06/18/u-s-board-diversity-
trends-in-2019/.

¥ The most common vote standards within the US are (i) a majority of the votes cast; (ii) a majority of the
shares present and entitled to vote; and (iii) a majority of the outstanding shares and (iv) for director
elections only, a plurality of the votes cast.

15 For more information on the voting standards in different countries, see ISS, Market Mechanics Guide
(January 2020), available at https://www.issgovernance.com/file/fag/market-mechanics-guide.pdf.
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Lastly, the use of cumulative voting may allow for certain ballot itemsto be
disproportionately accounted for, if votes only on specificballot items are submitted,in
essence allowing “votes” to be aggregated on afew proposals.

Section IV: Recommendations to clarify and formalize longstanding guidance without
deterring fiduciaries from voting proxies

As discussed above,we agree with the DoL’s longstanding position thatthe
fiduciary act of managing plan assetsincludesthe managementofshareholderrights,
including voting rights,appurtenanttoshares of stock and thatSection 404(a)(1) of ERISA
requires fiduciariestodischarge theirduties relating to the exercise of such rights
prudentlyand solelyinthe interests of participants and beneficiaries. However,we are
concerned that the Proposal goes far beyond the clarification and formalization of this
well-established principle. As drafted, the Proposal creates an overly prescriptive and
burdensome standard thatwould deter plan fiduciaries fromvoting proxies even when
they prudently determine thattheirvotes are likely to have an economicimpact on the
plan.In addition,as demonstrated herein the DoL falls short of its goal to “reflect these
[fiduciary] principles while permitting fiduciaries to execute such duties in a cost-effective
manner.”**\We encourage the Dol to take a more principles-basedapproach tothis
rulemaking effort,which would enable the Dol to addressits articulated concerns while at
the same time preserving flexibility,and would be consistent with over forty years of the
DolL’s interpretations of ERISA’s fiduciary duties.

BlackRock Recommendations:

1. Webelievethatthe Dol could formalize its long-standing principle and address its
primary concerns by retaining Sections 2550.404a-1(e)(1) and (e)(2)({) inthe
Proposal and adding asentence at the end of proposed Section 2550.404a-1(e)(1)
that reads: “For the avoidance of doubt,thereis no requirementunder ERISA orthis
Section to always vote proxies appurtenanttoshares of stock.”

2. Werecommend deleting the remaining sections of the Proposal. We are concerned
that, ratherthan providing useful guidance to plan fiduciaries those sections
operate to create prescriptive,burdensome, and costly requirements for plan
fiduciariesand are unnecessary given the preceding provisions and inconsistent
with the general approach of the existing Section 2550.404a-1. Further,the DoL
may be overcorrecting in attempting toaddressits concerns thatprior guidance
caused planfiduciaries to mistakenly believe thatthey mustalways vote proxies.
We fear that the Proposal, as drafted, could cause some planfiduciariestointerpret
theirfiduciaryobligationsto require themto nevervote proxies, which, for the
reasons we describe above,we believe would harm plan participants and
beneficiaries.

Nevertheless,ifthe DoL is determined to move forward with a more prescriptive
approach to proxy voting rulemaking, beloware a series of recommendationsto better
alignthe Proposal with the DoL’s stated goals.

16 Proposal at 55223.



Section V: Recommendations to clarify and improve the Proposal

Modifythe fiduciary requirementsin Section2550.404a-1(e)(2) to provide more flexibility
and eliminatethe overly burdensomerequirements

Many of the fiduciary requirementsin proposed Section 2550.404a-1(e)(2)(ii) are
difficultand costly to satisfy, particularly on a vote by vote basis. The Dol acknowledged
the significant costs associated with these requirements,'” butinstead of providing a more
workable approach, the DoL proposed certain alternative approachesto proxyvoting, or
more often refraining from proxyvoting, thatit believes will be the more cost-effective way
to satisfy the requirementsin proposed subsections (e)(1) and (e)(2)(i). While we believe
that the option of using a proxy voting policy could be a prudentand preferred approach
for many fiduciaries,we do not think effectively forcing fiduciariesintousing one or more
of the permitted practices by making it cost prohibitive to satisfy the DoL’s prescribed
requirements forvoting as a general matteris consistentwith the DoL’s and ERISA’s
historic principles-based approach.

BlackRock Recommendations:

1. Replace Section 2550.404a-1(e)(2)(ii)(A) with the following language: “Give
appropriate consideration tothose facts and circumstances that the fiduciary
knows or should know are relevantto the managementofshareholderrights,
including those factors thatthe fiduciary prudently determines could be reasonably
expected tohave an economicimpacton the plan’s investment.”

2. Section 2550.404a-1(e)(2)(i)(B) should be deleted. The requirements are overly
rigid and difficult to satisfy on a vote by vote basis. Consistentwith the general
principles of ERISA, fiduciaries should have more flexibility to determine howthey
meettheirfiduciary obligations.

3. Section 2550.404a-1(e)(2)(ii)(D) should be deleted. As drafted, itis overly
burdensome and the issuesraised are addressed elsewhere in Section 2550.404a-
1(e)(2)(e.g.,theengagement of service providersis covered in Sections 2550.404a-
1(e)(2)(ii(F) and 2550.404a-1(e)(2)(ii)).

4. Aclarificationshould be added to Section 2550.404a-1(e)(2)(ii)(E) that proxy
voting activity thatis consistent with the applicable proxy voting policy does not
require additional explanation ordocumentation.

5. Revise Section 2550.404a-1(e)(2)(iii) toread: “Where the authority to vote proxies
or exercise shareholderrights has been delegated toaninvestmentmanager
pursuantto ERISA section 403(a)(2), ora proxy voting firm or other person
performs advisory services as to the voting of proxies, a responsible plan fiduciary
shallrequire such investment manageror proxy advisory firm to (a) vote proxiesin
accordance with the plan’s,investment manager’s, or the proxy advisory firm’s
proxy voting policyand/or guidelines,as applicable or(b) documentthe rationale
for proxy voting decisions or recommendations sufficienttodemonstrate thatthe
decision or recommendation was reasonably expected to have an economic impact
on the plan’sinvestment.”®

17 Seee.g., Proposal at 55225, 55232.

8 For ease of reference, the following is a comparison of our suggested language with the original: “Where
the authority to vote proxies or exercise shareholder rights has been delegated to an investment manager
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Delete the overly prescriptive standard underwhich proxy votingis required and prohibited

In the preamble tothe Proposal, the Dol makes clear its presumptionthatunder
most circumstances proxy voting does not have a significanteconomicimpacton the
plan.t®*Whetherintentionally ornot, the DoL put its thumb on the scale againstvoting
proxies by proposing aregulation that would add significantadditional coststo the
process of determining whethertovote. The Dol hasdeveloped aframeworkin which itis
nearlyimpossible for a fiduciary to conclude with the requisite “would”-level certainty with
respectto a particularproxy voteto ensureithas economicimpactto a plan aftertaking
into account the new costs and burdens to complywith the requirements of the Proposal.
As discussed above,while the research suggeststhatthere are generallylong-term
economic benefitstovoting proxies,itis quite difficultto assign a specificvalueto any one
proxy vote at the time the voteis or is not cast. The likely effectof Section 2550.404a-
1(e)(3)isthat manyplanfiduciaries may no longervote proxies. For the reasonsdescribed
above,this resultwould disenfranchise ERISA plans and would be harmful to plan
participants and beneficiaries.

BlackRock Recommendation:

1. Section2550.404a-1(e)(3)(ii) should be deleted. The DoL can address its concern
that planfiduciaries understand thatthey need notvote all proxies by expressly

including astatementto thateffect, as noted in our recommendation to modify
Section 2550.404a-1(e)(1).

Provide safe harbor relief for permitted practices; Add anothertype of proxy voting policy to
the list of “permitted practices”

The DoL included “permitted practices”inthe Proposal to “help fiduciaries more
cost-effectively comply with the obligations under paragraphs (e)(3)(i) and (ii).”*°* We agree
that, given the cost-intensive nature of the Proposal’s requirementsin Section 2550.404a-
1(e)(2) and the overlyrigid standard established in Section 2550.404a-1(e)(3), many plan
fiduciaries will likely opt to follow a permitted practice. However, we are concerned that
these permitted practices will not provide the cost savings thatthe Dol anticipates,unless
the DoL makesit clear that each constitutes a safe harbor.

Thelist of permitted practices should also be expanded toinclude a proxy voting
policy that permits proxy voting where there are no material incremental costs to the plan
associated with researching or voting a particular proxy. As described in greaterdetail

pursuant to ERISA section 403(a)(2), or a proxy voting firm or other person performs advisory services as
to the voting of proxies, a responsible plan fiduciary shall require such investment manager or proxy
advisory firm to (a) vote proxies in accordance with the plan’s, investment manager’s, or the proxy advisory
firm’s proxy voting policy and/or guidelines, as applicable or (b) document the rationale for proxy voting
decisions or recommendations sufficient to demonstrate that the decision or recommendation was based
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reasonably

expected to have an economic _impact on the plan’s investment.”
19 Seee.g., Proposal at 55222, 55229.
20 Proposal at 55225.
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above,the costs associated with proxy voting generally are notvariable,such that
abstaining from a particularvote or types of votesis unlikely to result in cost savingsto a
plan.However, there are voting circumstances that could resultin material additional
costs to vote proxies.Some examples of voting issues that occur from timeto timein
mostly non-U.S.markets and could require the expenditure of material additional
resources are: (a) a requirementtovote proxiesin person, (b)a “shareblocking”
requirement(i.e.,investors who exercise theirvoting rights are required to surrenderthe
rightto dispose of their holdings forsome specified period in proximity tothe shareholder
meeting),and (c) retaining aservice providerto translate proxy materials.Underour
proposed permitted practice, afiduciarywould not vote if it reasonablyand prudently
determined thatthe plan’svotingin such circumstances would resultin material costs to
the plan.

BlackRock Recommendations:
1. Provide safe harbor relieffor plansthat use one or more of the permitted practices.

2. Addthe following cost-based permitted practice as Section 2550.404a-
1(e)(3)(iii)(D): “A policy of voting proxies on proposals or particular types of
proposalsthat the fiduciary has prudently determined are unlikely toinvolve
additional material costs to the plan.”

Modify Section (e)(4)(ii)to betteralign with existing market practices.

We appreciate thatthe DoL included inthe Proposal language regarding the
obligations of an investmentmanagerofa pooled investmentvehicle thatholds assets of
more than one employee benefit plan. Asdiscussed in Section Il, most of BlackRock’s
ERISA clients delegate proxy voting to us. With certain modifications,we believe Section
2550.404a-1(e)@)(ii) will be more streamlined and betteralign with existing industry
practices. Specifically, the first two sentences of Section 2550.404a-1(e)(@)(ii) do not
accurately reflectthe practical realities of planinvestmentin pooled vehicles and the third
sentenceisunnecessary.

BlackRock Recommendation:

1. Modify Section 2550.404a-1(e)(4)(ii)toread as follows: “An investment manager of
a pooledinvestmentvehicle that holds assets of more than one employee benefit
plan may develop proxy voting guidelines forthat pooled vehicle consistentwith
Title | of ERISAand this Section,and require each participating planto acceptthose
proxy voting guidelines before the planis allowed to invest.”

*kkkkkkkkk

We thank the DoL for providing the opportunity tocomment on the Proposal, and
we welcome the opportunityto furtherdiscuss any of the information or recommendations
we have provided.
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Sincerely,

Barbara Novick
Vice Chairman

SandraBoss
Global Head of Investment Stewardship

Nicole Rosser
Director, Legal & Compliance
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