
 
 

   
   

 
 

 
 

   
   
   

 
 

      

          

 

 

 
 
 

 
 

 

 
 
 

 
  

 
 

 

1775 I Street, N.W. 
Washington, DC  20006-2401 
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200 Clarendon Street 
27th Floor 
Boston, MA 02116-5021 
+1 617  728  7100 Main 
+1 617  426  6567 Fax 
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August 6, 2010 

Via Electronic Transmission 

Ms. Elizabeth M. Murphy 
Secretary 
U.S. Securities and Exchange Commission 
100 F Street, N.E. 
Washington, D.C. 20549 

Re:  File No. S7-14-10 (Concept Release on the U.S. Proxy Voting System)  

Dear Ms. Murphy: 

Dechert LLP is an international law firm with clients from many different 
segments that are affected by the current rules and regulations of the Securities and 
Exchange Commission (“Commission”) addressing proxy voting and shareholder 
communications. Our clients include public companies, broker-dealers, advisers, 
registered and unregistered funds, fund boards, independent directors, custodians, transfer 
agents and other service providers. We are very pleased that the Commission has chosen 
to reexamine our current proxy communications system. 

In connection with the Commission’s solicitation of comments on proxy reform 
we would like to introduce into the public record the two reports attached to this letter.  
These historical documents, referenced below, often are cited in connection with proxy 
reform discussions but may be difficult for some commenters to locate.  The two reports 
describe the conditions within the securities industry in the late 1970s and early 1980s 
and reveal some of the reasoning behind the Commission’s decision to adopt specific 
reforms at that time which resulted in our current regulatory system for proxy 
communications. 
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•	 Report of the Advisory Committee on Shareholder Communications, Improving 
Communications Between Issuers and Beneficial Owners of Nominee Held 
Securities (1982) (often referred to as the “Advisory Committee Report”); and   

•	 Final Report of the Securities and Exchange Commission on the Practice of 
Recording the Ownership of Securities in the Records of the Issuer in other than 
the Name of the Beneficial Owner of Such Securities, House Comm. on Interstate 
and Foreign Com. (Comm. Print 1976) (often referred to as the “Street Name 
Study”). 

The issues raised in the Concept Release are very important to many of our 
clients. We look forward to participating further in the public dialogue regarding 
potential improvements to our current proxy voting system.  Please feel free to contact 
Edward L. Pittman at (202) 261-3387 or Anthony H. Zacharski at (860) 524-3937 with 
any questions about this submission.  

Sincerely, 

Dechert LLP 

Attachments 
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June 10, 1982 

Mr. Lee B. Spencer, Jr.
 
Director, Division of Corporation Finance
 
Securities and Exchange Commission
 
Washington DC 20549 

Dear.	 Mr, Spencer: 

As Cha;'nman, and,on behalf of the Advisory Committee on Shareholder 
Communications, 1 am pleased to present to you its Report. ' . 

This Report reflects the extensive expertise brought to bear on the issues 
through the varied backgrounds of the Committee members, ~he presentations
and studies of numerous outside individuals and organizations, the invaluable 
assistance of the Commission's staff, and perhaps most of all, the enlightened 
debate and sharpening of issues within the Committee itself by its members, 
who often sacrificed what might have been perceived as in the best economic 
interests of their organizations for the achievement of what emerged as the 
best overall approach or solution for particular issues. 

As you are well' aware, the problem of issuers sending or receiving communications 
to and from their shareholders when the underlying stock is held in the record 
name of a nominee is one that the Commission and others have been concerQed with 
for many years. Issuers who ultimately have to live within. comply with and pay
for the present system are almost unanimous in their unhappiness with at least 
some of its aspects. The Committee was made fully aware of these feelings, and 

, those of others involved in the 'system, through the large number of letters it 

I
i received in response to its pU~lic request for comments. 

The Committee believes that two paramount facts stand out which should be kept
in mind when reading the full Report and its Recommendations. First, theIi	 
phenomenon'of nominee registratio~ of securities has been growing and the 
economics of the securi~ies industry, as well as modern technology, give every
indication that it will continue to grQW. Second, substantially more than SOl 
of the time that nominee registration occurs the nominee is a bank, and in this 
,area of bank regulation, the Commission has no jurisdiction. Nevertheless, the 
Committee does not ,view either of these developments witn undue alarm, because 
it believes that through implementation of the RecOlJlllendations contained in 
this Report, as well as other efforts already under way or planned, shareholder 
communications will be timely reGe;ved and acted upon by substantjally .ore 
shareholders than ,is now the case, corporate democracy will be enhanced, and 
cost efficiencies may emerge. Moreover, the continuing attention the issues will 
now receive from government agencies, self-regulatory organizations,'professional 
associations and the media, should also substantially improve the situation 
for both issuers and shareholders. We believe that the real key to success 
lies in'~hat happens now in the way of foll~yp:by those entities. 

'I 
I 



Mr. lee B. Spencer~ Jr. 
June 1O~ 1982 
Page Two 

I can assure you that while the Committee is happy to have achieved one of it 
goals in having disbanded t its members are not disinterested. As individuals 
they will continue to be watching and working to see that the goal~of the 
Conmi ttee are real i zed. . "-. " 

We are all appreciative to the Commission for having had the opportunity to . 
contribute to this Report and to work with you and your excellent staff. 

Respectfully submitted t 

.-----t'-~;),b·~tl~ 
Paul D. Weiser 
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The Comri.ttee wishes to express its awreeiation to the professiOnal 

and secretarial staff of the cemnissioo for their oontributioos in 

helping to bring this Report to fruition. '!be camdttee especially wishes 

to thank AlIr:I L.Goodman, Deputy Associate Director and Gregory H. Mathews, 

Special Counsel 'in the Divisioo of Corporatioo· Finance, who used consider­

able skill, ingenuity and plain hard work to guide the camdttee aloog the 

path that led to resolutioo of internal differences and ~ efficient oem­

pletioo of this Report in reocxd time for a Connissicn Advisory. camdttee. 

The cannittee also wants to· thank the individuals and their organiza­
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A.	 To inprcwe. the existing prafY distriwtien process, the camdttee 
reeatmeoos that 

1.	 RIle l4a-3(d) Ul"der the securities Exchan;Je Act of 1934 
("Exchange Act") be ameOOed to require issuers to provide 
the Cannissicn am brokers, banks am other naninees with 
a notice of tl.1e recor:d date of each annual or special 
meeting of security holders. 25 

2.	 Rule 14a-3(d) be further ameooed to provide that the 
issuer's inquiry of brokers, banks aoo other naninees 
be mailed first class at least twenty days prier to 
the record date for the :neeting of security holders. 25 

3.	 Rule l4~l urx1er the Exchange Act be ameooed to require' 
brokers to respcn:1 to the issuer'·s iIqlb::y within seven 
days of receipt of the irquiry. 26 

4.	 The Ccmnissioo revise its internal procedures and 
p.1blicly state that unless an issuer has been advised 
I:¥ the staff prier to the seventh day follO!l1ing the 
filing date that ccmnents may be issued, no COlItlents· 
will be issued' en the preliminary proxy statement. 26 

5.	 Rule l4a-3(b) be ameooed to excuse an issuer fran 
aisseminating the anroal repa:t am proxy statelre~t 
to any shareholder of recotd where at least two 
coosecutive annual Reeling solicitati:oos mailed to 
the shareholder's address of record have been returned 
UIrlelivered, unless state law requires otherwise. 27 

6.	 "A Q,lle be adcpted, pursuant to Sectioo 17A of .the 
Exchange Act, prcwiding that depositeries require 
banks, as a carliticn for: their participatioo in the 
depcsitory system, to agree todiscl~ to issuers, 
upoo their request, the ideritities of "banks for: whan 
they hald securities in naninee ~. 28 
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7.	 Rule l4b-l(b) be amended to require that proxy 
. materials be forwarded by brokers to beneficial
 

owners by the close of business four business
 
days after their receipt.
 

8.	 legislation be enacted which would give the can-

mission autOOrity to prawlgate rules inposing
 
responsibilities on bank naninees a::mparable to
 
tOOse iJrp:>sed on broker-dealers pursuant to
 

.section 14 of the Exchange Act. 

9.	 Issuers distribute proxy materials to shareholders
 
at least thirty days prior to the meeting date.
 

10.	 Issuers forward to naninees their requested sets 
of proxy materials concurrently with issuers I 

di.sseni.nation of 'f!COXY material to shareholders of 
record. 

11.	 Issuers take awropriate steps to assure that a 
sufficient quantity of proxy materia). is printed 
in a tinely manner so that there will not be pro­
duction shorts in deliveries of requested materials 
to intermediary reoord owners. 

12.	 For the PJ~ of distributing proxy solicitations 
uore evenly througrout the year, issuers oonsider 
Nvising the date of their annual meeting of security 
holders SO that the meeting is rot oonvened during the 
proxy se~ (March, .April or May). 

13.	 The ~rican Stock Exchange ("AMEX"), New York Stock 
Exchange ("NYSE"), and National Association of 
Securities Dealers ("NASD") develop unifotnl billing 
procedures which include infOIlllCition on the bracer I s 
date of receipt of proxy materials fran the issuer 
aOO date of mailing such material to its custaners. 

14.	 The federal bank regulatory agencies and the American 
Bankers Associatial ("ABA") urge banks to revise their 
intemal procedures so that the following records are 
maintained with respect to proxy handling procedures: 

a.	 Issuer search card reCeipt and return dates; 
b.	 Mailing dates of the bank I s search cards to 

correspondent banks; 
c.	 Receipt dates of proxy materials; am 
d.	 Mailing dates to beneficial owners. 

15.	 Banks urge their customers to mark, sign and return 
their proxies. 
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B.. _.To improve the existing proxy voting process, the eatmittee t 

Irecarmends that 

1.	 The camdssion not abrogate the lO-Qay and l5-day proxy I•
j 

voting rules of the exchanges. 43 

2.	 The AMEX and NYSE (the -exchanges") codify their infonnal I
interpretive ruiings with respect to the lo-day rules in 
order to better infom broker-dealers and issuers of trans­
actions requirin:J specific custaler instructioos. 43 

3.	 The exchanges reestphasize to listed canpanies the 
i.nportance of timely subnission of prel~ proxy 
material for review by the exchanges whenever sub­
stantive matters are to be voted upcn by security 
lx>lders. 44 

4•.	 The NASI) asSUl'le responsibilities similar to those . 
assumed by the exchar¥3es with respect to the voting 
of shares held in broker name, both in terms of 
providing guidance to nonlisted <XJlPlllies aoo to 
ncuDentler firms.	 44 

5.	 The NASI> conduct an education program to infom 
carpani.es participating in the NASD's autallated 
quotation system ("NASIlAO-) of the aWlicable proxy 
processing pr;ooedures. 45 

6.	 The exchanges review for clarity the language 
currently used in their JOOdel client letters. 45 

7.	 The exchanges oonsider whether the followinJ pro­
visions in the l()-day rules should be modified in 
line with current corporate practices while remaining 
aware of the need to maintain desirable checks ard 
balances on corporate action to protect shareix>lders' 
interests: 45 

a.	 developin;J a percentage limitation in place of
 
the blanket prohibition of NYSE Item 6 (aut:OO­
rizes or creates indebtedness or increases the
 
au~rized annmt of indebtedness) i
 45 





Introduction 

The Advisory Ccmnittee on Shareholder Ccmnunications ("Advisory 

carmittee" or "carmittee") was established by the securities and Exchange 

eatmission ("Ccmnission") in April 1981, for the purpose of exploring 

the possibilities for iIrproving the process by which issuers cx:mnunicate 

with the beneficial owners of securities registered in the name of a 

broker-dealer ("street name"), bank or other naninee. Creation of the 

carmittee follows several actions taken by the Ccmni.ssion in recent 

years to preserve and inprove the opportunities for oorporate-shareholder 

cxmnunications while inplementing section 17A of the Securities Exchange 

Act of 1934 ("Exchange Act"), 1/ which calls for the establisnnent of a 

natiooal system for the prrnpt and accurate clearance and settlement of 

transactions in securities y and an end to the physical IIDVement of 

securities certificates anong broker-dealers. y 
A•. Previous camdssion Activities
 

In 1974, the Catmission adopted Rule 14a-3(d) under the Exchange Act,
 
i, 

requiring that, if an issuer knows that securities subject to the Carmis~ion's 

I 
~ 

proxy solicitation rules (Regulation 14A) are held of reoord by a broker, 

bank or other naninee for other persons who actually ow.n the securities, 

the issuer nust oonsult such intetmediaries and SUWly them with sets of 

proxy materials sufficient for dist:r;ibutionto each beneficial owner. y 

Rule 14a-3(d) also obligates the issuer to pay the reasonable expenses 

!( 15 U.S.C. 78q (1976).
 

51 15 U.S.C. 78q(a)(2).
 

lV 15 U.S.C. 78q(e).
 

Y Release No. 34-11079 (October 31, 1974) [39 FR 40766).
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incurred by the intetmediary in mailirr;J proxy material to beneficial c:wrers. 

In 1976, plrsuant to a Ccngressicnal. directive Caltained in the 

securiti~s Acts AmendnM:!nts of 1975, 2! the CQ'IIllissim eatpleted .an exten­

sive investigatim of the practice of reca:dirr;J the cwnership of securities 

in other than ~ l1ClIE of the bereficial amer (the "Street Nane Study"). §! 

While· eooorsing the practice of registering stock in naniree nane, y the 

Street Name Study suggested that several actioos be taken to inprOl7e the 

way in which pracy material is distriblted to bereficial amers. In respc.nse, 

the Cannissim tightened the re<;J]irements of existing Rule 14a-3(d) and 

adcpted Rule 14b-l. umer the ExchaJJ1e Act, which requires broker-dealers 

to forward proxy material in a tinely manner to bmeficial amers. y 
The staff of the Divisien of Ca:pa:atioo Finance received· acxUticnal. 

infoanatien abaJt the effects of street name stock practices 00 corporate 

gO\1ernance as part of the brood re-examinatiOl, begun in late 1977, of the 

Cannissien's roles relatiD:J to shareholder camumicatioos, shareholder 

participatioo in the corporate electoral process and ca:pa:ate governance 

gererally. The results of the staff analysis were presented in the Staff 

2! See Sectioo 12(m) of the Exchange Act, 15 U.S.C. 78l(m) (1976). 

§J Securities and Exchange Ccmni.ssioo, Final Repa:t at the Practice 
of Recording the <Mnership of 'Securities in the Reca:ds Of the 
Issuer in Other Than the NcIDe Of the Beneficial Owner of Such seaJrities 
(CClTIIl. Print 1976) (carmittee en Interstate am Fcreign Crnmerce Of 
the U.S. Hwse of Representatives). 

y Specifically, the Street Name Study coocluded that "the existinj issuer­
shareholder cCJmIJmcatioos system is, en the whale, effect!ve in trans­
mittiDJ materials to shareowners in a timely manner am in prCNidirq 
an effective JIEChanism fer the solicitatioo of pracies. • • • While 
problems exist, they are not evidence of systemic weaJcnesses tut 
result fran failures I¥ irrlividual brokers and issuers." ld. at 3-4. 

Y Release No. 34-13719 (July 5, 19n) [42 FR 35953}. 
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rs. Rem 00 Caqxrate Accamtability, published in september 1980. y. _...	 . 
FWin:j that Rthere is dissatisfactioo with the present process of can­

tmJnicating with the beneficial cwners of street cr naninee name stock,R 

es the staff coocluded that the time was ripe fer a thcrOJgh re-thinJdng 

of the process by which issuers carmunicate with beneficial cwners 10/

j arrl recO'llTllerrled that the Camdssien establish an MvisQtY Camtittee for 

this purpose. 11/
f 

'!he CClIIllissim proceeded to establish the Advisa:y Camdttee am 

r 
~ted it to coosider the fallaril'¥J issues:

t 
1.	 Delays in the disseni.natim ofpracy material to beneficiai. 

omers within the exist.i.n:l system~ 

2.	 Practices relatIDj to the votiD;J of .street am naninee held 
securities within the existiD;J system. 

3.'	 IncalSistent practices relatiD;J to the disseminatim of ncn­
proxy ca:pcrate camunicatioos 'to beneficial cwners of naai.nee 
held seaJrities. 

4.	 'lbe feasibility of prOl1idil'¥J a means fer issuers to identify 
the beneficial cwners of street cr other naninee name securities. 

In a:der to facilitate the develq:ment of .coosistent pcsitioos with 

respect to these issues by all affected federal agencies, the Cannissioo 

also requested the active involvement of the federal rank regulata:y agencies• 
.. 

I
The Carptrol1er of the Currency, the B<m:d of Gouerna:s of the Federal 

Reserve System am the Federal Depcsit Insurance Ccxpcratim each ~ 

t¥. designati,D;J a staff persm to attem COIIIi.ttee meetiD;Js am participate 

in the discussim of issues related to bank naninees. 

I Securities am ExcharlJe Camlisslen, Staff Repcrt en ~te Accamta­
t bility (Ccmn. Print 1989) (Caun. m Ba.nkin:J, HQ.1S~~~ .! . 

Affairs of the u.S. Senate).t
 
1Y ~. at 3b2 •
 

.!!I ~. at 374. 
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B. Mvisa:y Carmittee Activities 

'!be MVisccy Carrnittee met fer a total of twelve days during its 

nine meetings beholeen May.1981 ani May 1982. Throogh the facilities of 

the Carmissioo, the Carmittee solicited public c<moent m these issues 

ani 00 a mmber of different prcposals which had been suggested l:¥ 

varioos persoos or groops to inprove the camuni.catioo process..!y In 
-

respoose to its request, the Catmittee received letters fran 249 ccmnen­

tatar:s, an unusually large runber of respooses fer this type of prooeediB;J. 

These letters provided the Ccmnittee with valuable infa:matim an3 <pinioo, 

and further detDO'lStrated the depth of public interest in this subject. 13/ 

In additim, two trade associatioos cooducted surveys and pr0\7ided the 

CamU.ttee with their results. 14/ '!be Carmittee also received three 

presentatiO"lS 00 the feasibility of a system of direct comunicatim• .w 

12/	 Release No. 34-18195 (Octcber 21, 1981) [46 FR 52470]. 

1J/	 A highlight of the cannent letters, prepared l¥ the Camdssioo 
staff, has been placed in File No. 4-242. 

A survey 00 interim rePcrt dissaninatim practices was caxilcted 
l:¥ the Natiooal Invester Relatioos Institute. A survey en the ca;t 
of direct ~amunicatiCXl to bank naninees was ccniucted l:¥·the American 
Bankers Associatioo. These subnissioos llave been placed in File No. 
4-242.	 . 

Presentatioos were Dade ax (1) the securities Transfer Associatim 
d New Yerk represented l:¥ Mr. Tan Stanley, Senier Vice President, 
am Mr. Jdm Schmidlin, Vice President, Mexgan Glaranty Trust ColpanyJ 
Mr. William Skinner, Vice President, Bank cL New Ycrk, am Mr. Michael 
Faley, Assistant Vice President, Chemical Bank: (2) Mr. Michael Paulk, 
senier MarketiB;J Representative, Infa:matics, Ii¥:.; am (3) Mr. Robert 
J. Victa:, Manager, Management Mvisa:y Services, Deloitte Haskins am 
sells. ~tlines am texts of the presentatioos have been placed in 
File No. 4-242. 
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Other presel'ltaeioos addressed the role of the depasitcries, 16/ self ­


.t
( 

regulatory OJersight of broker voting, 17/ recent experience with respect
 

t 
t to qucrum votiD;J, 18/ and an educatlm Prcgram m prOltY han:1ling procedures 

f 
!, develcped for bank naninees. 19/ 

']he Ccmnittee believes that the informatim it has gathered prooides 

I
a sc::u.rd basis fOt"· the cooclusicns and recarmeroatioos presented in this 

Report. sane of the data sul::mi.tted to the Ccmnittee addressed other 

issues, blt the Carmittee devoted its attentim to the items described 

in its Charter, which relate to inprCNing the process by which issuers 

camunicate with shareholders whose stock is held in street or noni~ 

name. 

t While the Cannissim has the authcrity to regulate the distriootioo 

I
I 

of pracy material I:¥ broker-dealers to the beneficial ~rs of securities 

registered in street or other naninee name, the Ccmnissim d~s not have 

similar jurisdictim over banks. Since bank naninee holdings are large 

am grc:wing, as noted elsewhere in this Repcrt, the Carmittee was especially 

attentive tv this aspect of the process of carmunicating with beneficial 

. QoIners • 

.!y	 '!'be presentatim was made by Mr. Cmrad Ahrens, President of the 
Depcsitory Trust· <:otplny. . 

111	 The presentation was made by Mr. Frank Krdla, Manager, Regulation 
and SUr'V("i.llance, am Mr. Gary Tuttle , Manager, Corporate services 
Divisim, ~ Ycrk Stock Exchan;Je. 

!y	 '1tle presentatim was made by Mr. Jdm SChmidlin, Vice President, iotorqiln 
Guaranty Trust Catpmy, File No. 4-242. • 

W	 The presentatim was made by Mr. Frank Gibbs, Vice President, 
Pers<nal Trost, Manufacturers Hanover Trust Co. 
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0IAPl'ER I 

'!HE IOINEE S'lSTEM AND CREAT!OO OF '!HE BENEFICIAL 
~ RErATIOOSHIP 

A.	 '!be Naninee System
 

A naninee is an entity fa:med fa: the pur:pose of holdirg
 

reCord titie to securities. Brokers, banks, trust ~es, am
 

. other institutia'lS often utilize a naninee name rather than their 

cwo name to register securities purchased ~ their custaners'- the 

lEneficial amers of such stock. Institutioos ~o may have their 

om investments held in naninee narte. The Advisor:y Carmittee has 

focused en practices related to naninee I'laIIe ~ties held in 

nm-discreti<nary custaner accamts, that is, aceo.Jnts fer which 

the broker, bank or other intermediary does not: have total votirg 

authcrity, since it coocluded that securities held in discretiooary 

accwnts do not present significant prOOlems. 

At the em of 1981, there were approximately 9,500 naninees in ~ 

United States holdirY;J securities fa: other persoos. ~ 'l1le naninees 

holdirg tbe largest ~rs of shares are .thare of the thiee maja: 

securities derooita:ies - '!he Depcsita:y Trust Carpal'¥, ("IJ!C"), the 

Midwest Securities Trust CaIpany, ("MSTC"), and the Pacific Securi~ies 

Depcsita:y Trust Caupany ("PSOOC"). 'lbe depcsita:ies act as alStaUans 

.tQI A1rerican SocietY of Ca:pcrate secretaries, Naninee List (1982). 
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of securities 4epcsited t¥ hurrlreds of participating institutiCl"lS fer 

their arm accoonts ex th~ accamts of others. Many institutiCl"lS, parti ­

f cuiarly banks, participate in a depcsitory irrlirectly thra1gh a corre­

i spondent relationship established w~th a varticipant. This practice, 

knom as "piggybacking, II has increased in recent years. The romber of 

indirect bank participants in u.oc reached at least 362 l:¥ year-errl 1981, 

up fran 266 ir. 1980. 21/ 

. The naninee .systan has taken at increasing iJtIx>r;tance since enact-

f nent of the securities Acts Amerrlnents of 1975, a goal.of which was 

the inmobilizatioo of stock certificates. 22/ '!'he senate Report en the 

bill	 stated that, in the future, investors who preferred the traditiooal. 

tcID;Jible evidence of Oo1nership wwld 00 respalSible for "askiBJ for and 

receiving certificates as proof of amership of .their shares." 23/ 

D.Je in part to the grcwth in institutiooal holdings, the oomber of 

shares inmobilized has increased ena:maJS1y since 1975. The. trerxl in 

share depasits at ore is indicative of this gro.rth. In 1976, awralCi­

mately fwr billien equity shares were a.·depcsit at DOC. By the 

em of 1981, ore held nineteen bilUm ~. 24/ Its shareholdings 

expanded I::!l 40 percent between 1980 am 1981. ~ The other depiSitocies 

W	 Depcsitcxy Trust Cmpany, 1981 Annual Repcrt (1982) [Hereinafter 
cited as ore 1981 Annual ReJ2:tl. 

l:Y See Secticn 17A(e) of the Exchange Act, 15 U.S.C. 78q(e).
 

W S. Rep. No. 94-75, 94th Ccn:]., 1st seSSa 58-9 (1975).
 

W ore 1981 ArnJal Repg:t at 9.
 

~~ 
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have eXperieD:::ed similar grarth in securities 00 depooit. l:2I . 
The grcwth in depository holdirgs has pr<Xluced carrespon1io:l in­

creases in the percentage of issuers' securities that are registered in 

naninee name•. Over sixty ca:poraticns· that respaxled to the Mvisa:y 

Ccmnittee's Release pror.rided infocmatioo 00 the extent to which their 

securities are .held ty naninees. The majority of .these ccmnentatcrs had 

at least.50 percent of their securities in street er naninee name. Sate 

major cor:poratialS, such as IBM, in:Ucated that naninees new hold between 

60 am 70 percent.of their stock. '!'be COIIDents also revealed that the 

increase in naninee holdirgs bas been urosually significant fer certain 

issuers. Fer exanple, IrxJiana Natiooal CCl:pa:'atioo's naninee holdirgs 

rcse fran less than 20 percent five years ago to over 60 percent by 1981. 

SulEtantially more than a majority of naninee name securities are 

held by banks. At rm:=, the acco.mts of bank participants represent 

eleven of the nineteen billicn shares al depo;it. 27/ 

~	 Securities al depcsit at the MSTC increased by 42 percent duriDj the 
twelve mcnths of 1980 am by an additimal 50 percel1t by the em of 
1981. MsTc,"RePcrt of the Chaiman arxl President" (1982). 

EJ	 mx: ·1981 Annual ~ at 7. 
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B. Creatipg the Beneficial Owner Relatiooship 

At the ern of 1980, broker-dealers maintained apprClKimate1y 

ten million custaner accamts. 28/ While no figures are available as 

to the street name holdings in these accoonts, the Camdttee believes 

that a substantial percentage of these accamts have at least a partioo 

of their secw:ities registered in street name. Fa: exemple, with respect 

to margin accamts, registratim in naninee name is re<;pired I:¥ brolmr­

dealers. 29/ MoreCllTer, if custa1lers do not irrlicate a preference, 

b:okers usually choa;e the cmvenience of street name ~istration. 

Still other brokerage custaners may request street name registratioo 

of their securities to prevent disclosure of their amership to the 

issuer. 

'lhe Ccnmi.ttee reviewed accoont q;lenil'¥J procedures of a number of 

brokerage fiD'llS in order to better urrlerstand the manner in which the 

beneficial'orner re1atiCllShip is created. Nme of these firms has a 

policy requiril¥J. registered representatives to explain to their custaners 

the process of street name registratioo or its effects m votil'¥] rights. 

~ 'lbe 1981 anrual reports of registered broker-deal.ers m Fa:m X-17A-S 
indicate that there were 9,744,242 public custaner accamts at the 
end of 1980. 

!!y Rule 17A-3(a)(9) urxler the ExcharY;)e Act [17 CFR S240.17a-3(a)(9)] 
pra.rides that the broker must d:>tain the signature of the beneficial 

. . cwner of each margin accoont to document his ccnsent to this a~nt. 
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'Ihe subject of the name in which the securities will be registered arrl 
.'	 I 

all related infarmatioo is left to the representative am the imividl.Ja1 

custaner. Sane accaint cpenirg fa:ms pr6ITide space fer the representative 

to iooicate htw the securities are to be regist.eJ;ed, blt other fa:ms do 

not. The written agreenent the custaner IIl1st sign in C%der to establish 

a margin accoont does not ccntain proI7isioos addressim t:lie effects 00 ­

voting rights of pledging the stock cr registeril'¥J it in street name. 30/ 

In ccntrast, bank custc::dy accoonts are custaoarily establi.&bed ~ 

neans of a written ilgreement between the tank am the cus'taner. OJstcrly 

agreements, hCMever, generally do not address votiD3 rights related to 

the securities left with the bank for safe-Jceepil'¥J~ 31/ 

c. Cooclusioo 

The Caonittee believes that there will centime to be sutstantiaI 

grOllth· in the naninee system duril'¥J the 1980's. 'Ihe number of institu­

tioos, particularly banks, that participate directly or iooirectly in 

the depasitexy system is expected to centinue to graot. MoreO\~r, 

increases in the securities holdiI¥JS of these financial institutiQ'lS 

will further C'!~ to the prqx:rti.oo of all wtstaD:1ing Securities 

registered in the name of a depa;ital:y cr other naninee. 

30/	 It shculd be noted that br:oloer~ fims provide beneficial orneI'S 
of street name stock with an explanatien of pralty voting procedures 
in a letter which accapanies proxy material. 

W	 For a discussim of bank procedures related to the vot.in:J ct 
securities held in cust.cx)y accwnts, ~ W. 35-6 ~. 
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The camu.ttee believes the results of present trends will assure 

the .inm:>bilization of nost certificates, which Ccngress sought to achieve 

throogh Section 17A of the Exchange Act as inplemented by the cemni.ssion. 

The Ccr.mi.ttee believes that adoption of its rec:xmnerx]ations sOOuld enhance 

p.1blic confidence in this evolving system by inproving the corporate­

shareholder carm.mication process. Two of the camli.ttee's recaunendatioos 
(Jl	 ­

are pertinent to accxxmt c:pening procedures. 32/ The Ccmnittee believest 
I 
i that iDplementation of all its reamnendations sOOuld minimize any 
f 

possible disruption of the camunication process as a consequence of 

I
t rrminee registration. 

to 

f-
l· 

t 
l 

I 
1 
f 
~ 
.~ 

32/	 see reccmnendation for preparatioo of a brocl1lre, W. 46-7 and the 
reocmnendatioo for identificatioo of beneficial owners, described 
at:. W. 70-1, infra. 

( 



-12­

CHAP1'ER II 

IMPH:)VIK; '!HE EXI~ PIDXY DISSEM!NATICN pK)CESS 

A. '!be Exist°ing Distri.bUtion Process 

The existing proxy distribution process is govemed by a parq;>ly 

of requirements, including state ooqx>rate law, the federal securities 

laws and self-regulatory organization rules. The provisioos of state 

law regulate ccmnencement of the proxy distribution process. Typically, 

state law provides that whenever a matter will be voted IJlXll'l at a meeting 

of security oolders, the ooqx>ratioo IIIJSt provide each shareh:>lder of 

record with written ootice of the meeting ~t less than ten oor mre than 

sixty days before the date of the meeting. 33/ State law also designates 

the date on which the Corporation IIIJSt determine the shareholders entitled 

to vote at the meeting - the :reco.r:d date. ~ 

Under state law, the notice of meeting must be provided only to 

shareOOlders of record, 35/ but, in many cases, the majority of an issuer's 

securities will be owned of reoord by naninees. The federal securities 

laws contain requi~nts for ocmrunicating with such rDDinees. The 

camli.ssion's"proxy rules require issuers to solicit benefi,cial as 

well as record owners. With respect to shares known by the issuer to 

33/ !:Sl.., 8 Del. Code S222(b) (1979): cal. Gen. Cotp. Law Ann. S173(a) 
(1980). 

34/ see,~., Cal. Gen. Corp~ Law Ann. §604(a). 

~ Henn, Law of Corporations 328 (1970). 
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be awned of-record by a broker, dealer, bank; voting trustee or other 

J¥:IJIi.nee, Rule l4a-3{d} ~ requires the issue~ to make an inquiry of 

such intermediaries at least ten days in advance of the record date 

in order to ascertain the munber of sets of proxy material needed to 

provide each beneficial amer with the proxy material. In addition, 

broker-deaiers are required by Rule l4b-l to respond to this iJxIuiry 

by "pJ:aIPtly. giving the issuer an estimate of the nlmtler of sets of 

material needed for the custaters that beneficially own the stock and, 

upon receipt of the requested sets of material fran the issuer, to 

forward the material .pranptly. to its custaners. 37/ Issuers are 

obligated by Rule 14a-3(d) to provide the requested sets of materials 

·in a timely manner" in the fotlll and at the location designated by ~ 

intermediary. 38/ 

A oote to Rule l4a-3(d) instructs issuers that if their stock list 

reveals that securities are registered in the name of a registered clear­

ing agency, such as Cede & Co. (the nani.nee of 11.OC), the issuer must 

begin its inquiry with the depository in order to identify the partici­

pants wtx:m it roost contact to obtain infomation about the nt.lllDer of 

sets of materials the participant needs. Rule 17Ad-8 39/ requires the 

depositories to pratpUy furnish issuers with a list of the identities 

and shareholdings of each participant ·with a positioo in the issuer's 

~ 17 CPR S240.l4a-3(d). 

~ 17 CFR S240.14b-l. 

2Y 17 em S240.14a-3{d). 

~ 17 CFR S240.17Ad-8. 
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The depasitcxy prepares the positim listing as of the

Fer this reasQ'l, therecord ~~. for the meetin:J of shaJ:eholders. 

depositories attempt to discO\1er the reccxd 'dat~ of issuers at an 

early point in time. 

sane banks, brokers arrl their representatives exceed the mi.ninun 

requirements of these roles. For exanple, Merrill Lynch aM the IrXlependent 

Electim Ca:pcratim Of Anerica ("IECA"), which acts as prexy prcx::essing 

agent fer Cll7er three hundred sumcribing inteDDediaries, maintain 

scphisticated records systems Q'l ma;t actively traded ccrpcratioos 

irXlicating each carpany's custanary rec<Xd am neetiBJ date, the IUDber 

of sets of materials requested in the past, the date of reoeipt of the 

issuer's il'X}Uiry, the respalSe date ~ the brokerage fiman:) related 

infa:matim. Such systems peJ:mi.t brokers to initiate CQ'ltact with the 

issuer if no iD:1Uity has !:am received by the OlStanazy reea:d date. 

'!be New Yerk Stock Exchan;Je ("NYSE") an:) American Stock ExchaBJe 

("AMEX") (saretimes collectively referred to as "the exc:haajeslO 
) require 

their listed canpanies to give them advance notice of their record dates. 

40/ Each exchange publishes a list of reccxd am ueetin:J dates J.n its-. . 

weekly b.1lletin. 

After the lroker has resp<nEd to the issuer's irx;luiIy, the issuer 

IIlJSt SUfPly the requested materi~ in a timely manner. 41/ When the 

40/	 N.Y.S.E. carpmy MalJJa1 at A-13l, Arerican Stock Excharge, Ccnpny 
Guide, ListiD3 Fexm L, 12(b). . . . 

41/	 Merrill I¥J'rl1 an:) the IEX:A indicate that they lIeep track of the tim 
the issuei: takes to fill the crder, placil¥3 a follGMlp request if 
ne<:essaIy. 
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requested materialS arrive, the broker custanarUy fa:.wards them to 

beneficial aomers 00 a first ·in first Cllt basis. DJril'¥J the height 

of the proxy seasen, hOlewr, sate brokers give priority processing to 

materials received less than twenty days befcre the issuer's meetil'¥J. 

Brokers generally are able to f(%Ward the proxy material to beneficial 
\ 

amers ally a few days after it has been received fran the issuer. The 

rules of the NYSE am AMEX require brOkers to fa:ward proxy statements 

·to all beneficial aomers, includil'¥J custaners who have instructed the 

broker not to serx1 them such infa:maticn. 42/ 

No federal er state regulatim prescribes the procedures fa: ~nk 

naninees to fal:lew. Nevertheless, many banks adhere to procedures 

similar to thaoe follG1ed by brokerage finns. Fer bank participants 

in depa;itories who hold securities piggybacked fran other banks a: 

institutioos, an additiooal step is required at each stage. of the dis­

tril::utioo process. For exanple, in resp<nIil'¥J to the issuer's inquhy 

made· pursuant to Rule l4a-3(d), such banks must not mly comt the 

. runber of their individual custcrly accwnts, bit also Jm1St ask eadl 

of their piggybacked institutioos hew many sets of materials it will 

MOO in ceder to prOlfide each of its acco.mt holders with the pratY 

material•.Unlike the broker-custaner relatiooship, there is generally 

a written agreElIEnt between the bank and the custaner fer whan it holds 

securities, am the tenns of the agreement can affect the bank's prcr 

cessing of shareholder camunicaticns. Fa:' exaople, the Carmi.ttee has 

!Y New- York Stack ExchaI¥Je Glide .2451.60 (1980): American Stock Exctlarge 
~ '9528.60 (1976). 
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been told that custOOy acccunt custane"rs sanet.iJres ask not to receive 

proxy Jll?l~~ial, which request is haaed ~ the bank. 43/ 

B. Bottlenecks in the distribltim process 

'!be Cannittee has identified a runber of factcrs which can impede 

the process of disseminating proxy material to beneficial GIIlers within " 

the existing system. 

1. NQlC(JIJ?liance with the recpirements of Rule l4a-3(d) 

Infa:matioosubnitted to the Ccmnittee am, previoosly to the 

camdssioo staff, iooicate that there is cmsiderable noo-caupliance 

with the existing requirement that issuers make an i.lq.lir:y of intenne­

diaries at least ten days in advance of the reca:d date•. Sane issuers 

neglect to make aRf such inquiry. ~ Failure to carply with the ten 

day advance notice re<pirement slews dam the entire proxy salicitatioo 

process. Withoot sufficient advance inquit:y, issuers can not obtain 

the intetmediaries' estimated praty needs befa:e placing their orders 

fer proxy material with printers. MCX'eOI1'er, issuers are not as likely 

to be able to sUfPly naninees in a timely manner wit!t all their requested 

Althwgh saoo bE:'OJlerage custaners also may make such requests, they 
cannot 1:e hma:ed" because, as. noted i~ the text ~i.ng note 
42, broker-dealers 11IJSt transmit pracy material to all beneficial 
cwners within the United States pursuant to NYSE and AMEK rules. 

'lbe IECA has infa:med the Camdttee that, despite the inquiries it 
seoos to all subject issuers in J~ of each year, 40 percent of 
issuers are woff x:eca:d date- in making their irqJir:y. It shcu1d 
be noted" that sane CCDpanies fa1.1~"1:¥ IECA may not be subject 
to the requb:ements of Rule 14a-3(d)er may have other reas<ns for: 
not providiBJ this infa::matim. see also Release No. 34-17424 
(Jaroar:y.7,1981) [46 FR 32041. --- " 



materials, s·othat they, in tum, may prauptly mail to beneficial emers. 

2. rack of centralized reccrd date infccnatioo 

Umer present arrangements, lroJcer-dealers and other naninees 

nust determine each issuer's reccrd date. Often the issuer's irquil:y
in 

made p.1rsuant to Rule 14a-3(d) irxUcates the issuer's record date, l::ut 

this is not required 1:¥ the present Rule. 

. In an effort to prOllide an alternative SOJrce of such infcmatioo, 

the NYSE and t:~ AMEX maintain and p.1b1ish their am lists of upcanirg 

reca:d ard meetir¥J dates. Althoogh the exchaD;Jes require that issuers 

. proride them with advara! notice of record dates, carpliance is not 

universal. F'Urthemar:e, the Natiooal Associatioo of Securities Dealers 

("!mSD") does not keep track of the record dates of capanies participatiaJ 

in NASI)1l,Q. 

Reca:d date infoanati<n is critical to the intet:medicu:y's efficient 

disseminatioo of prQtY material. With advance notice, the intennediary is 

ootter able to identify amers as of the record dateaoo pranptly proouce 

mailirr:J labels. 

3. Bank naninees am the piggyback phenanenan 

Bank naniriees hold securities for several different types c£ 

acewnts. Distrib.1tioo difficulties arise ooly with respect to 

aceamts in which voti.rxJ authori ty is not held 1:¥ the bank. Fer sudl 

aceami:S, the bank nust deliver the pracy material to the acccunt holder 

for . in Cl:der fer the affected shareS to re voted. Until recently, this area 

Of bulk qleratiOlS had, for the ma;t part, received little attentioo. 
':":'t-:" , 

}:
 
.:".,'
 

...~~ .. 
-;."t" 

;'-1':;. 



-18­

In the past, while sane banks fcxwarded proxy material, others did not. 

The cciiiiient letters fran banks suggest that sane banks have assumed, 

rightly or wrcngly, that beneficial amers· as a grwp are insufficiently 

interested in the affairs of the corpcratioos in which they invest to 

warrant forwarding the proxy material to them. While thiS institutiooal 

attitude may be changing, it still persists to sane degree, particu­

lady amoog smaller banks. 45/ 

In additicn to such institutional otEtacles, the piggy-backing 

phenanenoo creates substantial delays that in{lede distriblticn. 

The majcrity of the ,securities held ~ depcsitcries derive fran bank 

nauinees. Between 1980 am 1981, the number of bank partiCipants in 

DOC grew 1:¥ 20 percent and, as noted previQlSly, the runber of banks 

knam to be participating irxUrectly increased ~ 36 percent. 46/ A me 

publicaticn ccncluded that -althoogh ccrrespaXlent relatiooships have 

frequently coostituted a barrier to shareholder camuni.catioos, never 

befa:e have these relaticnships inclUded so high a percentage of votiBJ 

shares.- £1J 

Each intermediary layer tetween the issuer am the beneficial amer 

lengthens the time ~ired fer disseminaticn. The issuer cannot make an 

The letter of the American Society of Ca:pcrate secretaries cites 
-the ~nt failure of saDe bulks at the 1cwer level to far;wam 
to teneficial amers.- The Provident Natiala1 Bank ccmnented that 
it -does not cun:ently fcrward rci.ltine pracy materials- because 
-mcst of oor clients are not:. interested.- ~tters in File No. 57-911. 

~	 un:; 1981 Anmal Repctt at 3. 

47/	 DOC, Shareholder Camamicatioos and the Depcsitcxy Trost Carpmy 
18 (1982). 
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i~ity of bank participants until it has received the positicn listing 

fran the depository.· Once it has asked the participant bank for the 

nur.iler of sets of proxy material it requires, a delay can result 1£ the 

bank participant II1lSt survey and collate the counts fran each bank with 

which it has a correspoodent relatiooship. Still rore delay can occur 

where there are I1l1ltiple layers of correspondent relatiooships; for in­

stance a local bank may pl;.ace its custaner's securities with a regiOOal 

bank which, in tum, establishes a correspondent relationship with a 

direct participant in a depository. 

There is layering anong broker-dealers as well, but it is ~th less 

GX1II'IOl and less significant in terms of the nOOlber of shares involved. 

Furthernore, in roost cases where one broker-dealer acts as clearir¥J agent 

for other brokerage firms, it knows, without oonsultatioo, the number of 

custx:mers represented by the securities it clears for the other firms. 

4. Production Problems 

Distribution cannot begin until the proxy material is available 

fran the printer. Production of this material is ·carplicated by several 

factors. First, it is often difficult to estimate the proper quantity of 

material to be printed. Even when the issuer has kept detailed records 

of the nmber of sets of proxy material used the previous year and asstmes . 

an increased number will be required, there can be no assurance that the 

ru.mtler of sets of material ordered by the issuer will be adequate to 

meet the current year's needs. 

Secord, if productioo falls short of the deman:) for proxy materials, 

naninees are the group roost likely to absorb the slnrtage. Yet, if the 

quantity delivered to a nauinee is substantially less than it requires, 

the nominee, in order to avoid DIJ1tiple production runs for the same 
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of this type that are being studied by the SEC and Congress. To do this effec­
tively, vie need the assiKtance and support of each member of the Society. There­
fore. we ItT,e rou to reapo,uI -promptly to tAu important Que"ionuire. Action in 
thil'l art'a by Congress and the SEC can affeet every issut>r in the country.

QuestiOJl8 1 through 4 of the Questionnaire are intended to solicit your views of 
the various alternatives and certain information concerninJ your company'. own 
practiCN and experience rt>garding securities reptration. QUestions 5 through 12 
are intended to solicltalyotlr vielllt. &'1 to particular concerns which we perceive 
regardfnR tbe various tematives; your views on those SUbjects should, in our 
opinion. be of particular interM to the Commission in preparing its Inal re~ort. 
ACcordinllY, we would like to receive your response. to fill the queatiODS contained 
in tbe QUt'Stionnrdre, if possible. l'~ven ifl bowevff. you do not co_del' yourself 
to be in a position to answer some of tlllJ questions at this tilne, pktue, in elll/
Mle,,'. enewl' ca menv of 'Ae quatiOM aa 1/ou een. so that we may provide to the 
Commill8ion 8S much of a 8Ampling aa possible of the views of tbe Society's 
membt'm on the matters covered by the Questionnaire. In completing the ~es­
tionnaire )'our responst'8 should to the extent practicable reflect your under­
standing of the views of your company's manqement.

The alternatl\'es containt'd in the CommiRioners' Preliminary Report are set 
forth on PilI" 23 through 29 of the Report,· and a copy of those pages Ie attached 
to facilitate your rcl'ponse to the Q\H'$tionnaire. You will note that the alternatives 
were l>roposcd to the CommiJIsion by members of the securities industry or by
commentators for considtaration IUJ a result of the dependency of the indUlt.ry on 
nominee arrangements. WhOe the Report Rates the alternatives A9 totaling four 
in number. you will note that there is actually a total of seven aheraatlves (tho
OJ'llt three and 8f:cond two such alternatives being ~ped by the CommiAion 
undt'r the bt'adinp "I. Variations in Registration or Dl8closure" and "2. Cen­
tralized Communicntlons," 1'l'8pectively), entitled in the Report as roDows: 

A. Registration of Securities in the Name of the Beneficial O\\-ner. 
B. DfSelosuft' of B('neftcial O\\"llership to Issuers. 
C. Multiple Name Registration.
D. The central MaUin--l Concept.
 
I*~. Centraliaed Order Proeea8ing for Proxy and Otber :Mnterinls.
 
F. The Transfer Agent Depository Concept. 
G. Retention of the Present SyStem. 

In tht> Questlonnaift'. the letters ft'!erring to the various nltemati,,.es correspond 
in ('Reh ease to those set forth above. 

Please return the completed Questionnaire to the Societv by Apn117, 1976, 80 
that \\'e may tabulate the results and furnish them to the Commist!lion in time for 
its use. We expect to advise tbe members of the Society of the J'(!lJults of the 
~estionnairein due course. 

We thftDk	 you In advance for your efforts in complctL"lg the Questionnnire.
 
ffinceft'l~ (


J. DAVID SILVERS, 
CluJirlfloR, 

EuOENE J. T. FLAN/.aAM, 
JOHN H. GRADY, 
MATTHEW F. X.un:. 

AMERIC.\N SOCIETY OF COIU'ORATE SECRETAR1F.S 

STRI':ET NAME STUDT QUE6'1'IONNAIRE 

(Rt"minder: LPtteNl "A" through "G," when used to ref('r to particular altema­ " 
th'r.lI. are kt>~'ed to the list. contained in the co,"erlng letter and in Question 2 
below.)

1.. (a) During the past, t",('lve months, has your company gt'neraUy received 
from itA stockholders many. f('lV. or an average number of complaints under the 
prest"llt lIVatem? Many 0 Few 0 Average (J 

(b) Approximately how many stockholders of record does your company 
ha\'e? , 

(c) noHyour company maintain its own .tockbolder recorda? Yes 0 No 0 
(d) Does your company net. as its own transfer alCntT Yes 0 No 0 
(e) What percentage ollour voting common stock is held in street or nominee 

(banb Dod brokers) name. __ % 

(Your COmpany Name) 

• cell Federal 8eeuritles La.. B~portJ No. el' (Deeembtr 11. 19'0'5). 



117 

Plcnse ans\\"l'l' the follo_·ing qllC.'StioD8 conccmibg your compllny's practices 
and cXj)er~nce: 

2~ Using a system of numbers (l-IllOlIt. favored to 7-mO!lt opJ.'l!lled), plensc 
rank the seven altcrnati\-es pro')(lBCd by the Securities and Exchange CommiflSion, 
8S identified In Ute at.tacbl'd lrtter, and to the left below, in accordance with the 

-
 order of your pref'f.>rence. (Please do not rank two proposals cquall~.)
 
~ Registration of Securities in tho NBble 01 the Beneficial Owner. _
 
B. DisClosure of Btaneficinl Ownershil) to 1slsucrs. 
C. Multiple Name Registration. 
n. The Central Mnlllrig Concept.
 
)4;, Cf'Ilknlised Order Proeeseing for Proxy and Other l\lateriala.
 
F. The TraD8fer Agent De~tory ConCel)t.
G. Retention of the Present System. 

3. PJeal!e deteribe bt>low any clarifications or chaDgeIl whieh you co""'ii8ld.er 
desirable, and any WBlE'Mtions or problema which you 'l·ish to note, with I't'8pect 
to onc or morc Of the alternativC8, identifyinR the particular alternative which 
)'0\1 1ll'4' addreseing in each case {Attach a rider if necessary}.\t 4. Plente describe below any additional alternative or altematlvell which you
belic\"e that the Contmission should consider (Attach a rider if nee_aryl.

5. lIow would your company view any 8ystem for the rt'glstration of securities 
whicb ·would involvc their n>gistratlon in the names of tbeir beneficial owners 
(see nlk'math'ea A and C>, or di8e106ure to the iRsQ('r 01 all benetlcial ownerships 
(see altemati\'c B),_particulftl'ly In the liRht of existing and futuro legal requl~ 
mente for tht'ir public ditlClosurc? Favorably 0 Unfavorably 0 

6. SJH'cl6cully, would your company be wiDing to bear the cost of eatabUahing
and maintaining the additional registrntion records or lists which would be 
required under 8lternatlvC8 A, B, and C? Yea 0 No 0 

7. As you know, the continued UI8 of stock ond other certllicates has bet'n 
undl'l' study b)' various Interested groups for aorne time.. Advantages or their 
elimination would include improved Clearance and t.ransfer and reduced company 
costs, and ita disadvantasea 'l"Ould include loss of the evidentiary benefits of 
cprtifieRtes for various put'»Olle8. 1I0w would your company view any syetem 
,,"hieh wfluld probably invOlve the cUmination of tbe usc of 8tock and other 
certificates, as would probably be the CtUlO 1mder alternatives A, C, and in 
Favorably 0 Unfavorably 0 

8. WoUld your company be ,dUlng under any clrcumlltancc8 to bear a pro­
portionate share or tft fOllowing coeta of the s)"tItems in\'olved in each or the 
following alternatives (bearing in mind that under one or more of the systems
there may be a Il8ving in costs o\-cr a period of timp):? 

a. Cost incurred by bnnband brokers under altmtative B Ves a No 0 
b. Coat of the central maiUng8)'&tem under altematl\'e DYes 0 No 0 
c. Costs incurred by ck~tmieaunder alternative f~ Yes 0 No 0 
d. Costs of maintaining the transfer qent ~ositorr concep~, including a 

messaKe-SWitchln" center, under alternative F Yes 0 No 0 
9. SbouJa the definition of "beneficial ownership" for the purposea of any of 

the proposed alternatives or any other alternative ,,"hieh may ~ proposed for) impro\'ed issuer-ehareholdcr communicaUons be clearly restricted to the riPt 
to vote the respective securities (as distinguJashed from, for uample, the rigbt 
to exercise inveatmentcti8cretlon or to receiveeconomicbeilefttl)? v. 0 No 0 

10. Khould any proposed altern,,"ve exprell1y aeeure ~ to eompanlee 
aplnst liabiliUes which might arise from the acta or omileloD8 of ceavalmaWng 
depositories, centl'aliztd ordering d~~ vAlllfer ~t depoeltories, or 
the like, inCludlns, for example, any cba1lenp to the validlty of • l5tockholder's 
meeting or of Ally IWCkholder voter Y. 0 No 0 

11. Should any proPOBed alternative include adequate auuranoe that no 
diseloeure of beDelle1al ownership wm be req~ thereunder which miPt 
lBvolve any vioIatioD. of • benefiCIal o\\"Der'" l'JIbt or privacy or ~ 
otherwise involve violation of any oUler legal requfremeat ~ the 
be kePt confidential? Yee 0 No C 

12. ~ay we cite your company 88 a reapoodent to tbIs questionnaire when Ita 
relUlta are ~Bhed? Yes C No C 

Date ------TMeDi.....-"':""bcr-----­

•8M",., &b. AmerIe8IlB.AJIOCIatlon Repc;rt cited "'DOte M OR"'1.or"" RepIr&. 

...~ 

.~----_. ----_. ­
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(PLEASE REFOLD, STAPLE AND MAlLi 

o 
,. ·Bual..... Reply Mal. No~ ............,"........... UIIlIeII .....
 

AMERICAN sOCIm OF
 
COItPOIATI SECRETAIUIS, INC.
 
0Ile R.k.r.n., PIa..
 
New YNIr, N. Y. 1D020
 

REPORT 01' 'l'IIB SECUBITIES LAW eoUMlTTER AND S.;CURITIEB INDti8TRr Cou­

III'l'TBB JOINT SUDCOIIMI'l'TEt: ON tIT.EET N.UIB STuD\' QUESTIONNAIRB
 

(By J. David SOwn, Chnlnnan, Eu~e J. T. FlnnagAD, John H. Orad)',

Matthew F. KAne)
 

From mid-March to mid-April 1978, the American Society of Co~te &cfe. 
taries, Inc. ("8ociety"), through its Socurlties Law Committee and Soouri~es 
IndusWy Comml~ Joint SubCommittee on Street Name 8t\14y Questionnaire 
("SubeOmmittee'~~conducted a poll of the membership of tho Society to ascer­
tain the views of me metnbers on the alternatives summDriaed by the t:fecuritles 
and Excbanp Commi8aion (uCommlsslon") in its Preliminary qepon, dated 
December -', 1975, pursuant to Subsection 12(m) of the Securities Exchange Act 
of 19M, on the practice of recordlg tbe ownership of eecurities in other than 
the namo of the beneficial owner. The questionnaire, which was formulated by
the 8ubcomJnittee and c1rculated among the Society's memt~p, wu designed 
to solicit the members' views of the varloua alternatives and information con­
ceroiDS their own companies' experience • well as their views as to particular 
concerns which the Subcommittee peroelved to be of substantial Importanee. A 
copy of the questionnaire, the letter forwarding it, and the attachment thereto, 
an as circulated, are appended to this reP-brt. . 

Responses were received from 422 of tho Society's membent, And many of the 
rt'llpoaaes contained specific comments concOl'Illng some or all of the alternatives. 
These responses were tabulated, and a summary thereof, including a summary 
or the comments, fOUOW8. In some cases, companies did not respond to aU qUe.i­
tiona; thcao are indicated as UNo answer." 

Quulion 1(0): During t.he past ~~elvo months, baa your company generaUy 
received from its atoekbolders many, few, or an average number of complaints 
under the present s)'8tem?

Reaponae: Many-6 (1.-'%); Few-351 (83.2%); A,'erllp-(O (11.6%); 
no auwu-16 (3.8%). , 

Que"ion 1 (b): Approsimately how many 8tockholders of record does your 
company have? 

Response: Under 5,000-122 (29%); 5,000-10,000-72 (17%); 10.000-20,000­
72 (17-"O>i.20,OC)l-50,00G-87 (16%); 50,001-100.000-38 (9%); OVer 100,000­
34 (8%}: .1"10 ADanl'-17 (-'%).

Que.tio", l(e): Does .four company maintain ita own stockholder recorda!
 
Reaponae: Vee-114 (27%); No-303 (71.8%); No answer-5 (1.2%)

Qualion l(cI>: Does your company act as ita own transler apDtt

Responee: . Yes-M (15.2%); N0-365 (M.l%); No AnIIwer-3 (0.7%).
 
QuMio. ICe): What pereebtage of your voting common stock ~ held In street
 

or DOmJnee Cbanb and brokers) name? . 
Re8~: Under 10%-25 (6%); 10-19%-38 (9~D); 20-29%-76 (18%); 

30-39'70-76 (18%); 40-4970-68 (16%); 50-59%--59 (14%); 60-85,,0-42 
(10%); Over 8.'J%-Q (0%); No AD81rer-38 (9%). 

I 
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QutaCioft ,: Ualnl a ~ or nwnbeR (l-most favored to 7-m08t. .QPpoeed), = rank the eevell alternatives proPOled by the Securities and Exchange
IIOion, as l~Wied ID the aUaclled Jetter, and to the left below, in accord­

ance with the order ol7OUt ~erence. (Please do n~ rank two propouls equally.) 
Reepct'JM: AlterDatlve A; Regfstra\lon or Securltlea in the name of Beneficial 

fi
Owner, ~ved the followinR reaponaee:

Man favored (11): 9O-21.3~ SronglY.: favor (12): 73-17.3%; Favor
>: 62-12.8%; Neutral eH): "Vo9~; 9~ (IS): 32-7.6%; Strongly 
poee (Ie): 48-11.4%; Molt Oppoeea (f7)i 87-20.6%; No AnBWCi: 

1 -2.6"0­
Alternative B, DiIcloIure of Beneficial Ownerahip to laeuers, received the

fonowlD ...~: 

Moet favored ('1): 96-22.5%; StronJdy favor ('2): 12&-29.6%: 

• 
:Favor (13): 63-14.9%: Neutral (f4): 6O-1I.8~qj, Oppoee (#5): 33-7.8%; 
StroDpy- Oppoae (Ie): 36--8.3%; Moet Opposed (f7): 11-2.6%; No AUl'-er: 
10-2.4"0­

Alternative 0, Multiple Name Re!d8tration1 received the foUowing respoDBe8: 
MOII\ favored (11): 8-1.9%: Strongly lavor (12): 31-7.3%: Favor el3):

67-16':E',J Neutral ('4): 61:-14.6%: Op~ ('5): 93-22.'0%; Strongly 
()ppoee fG): 76-17.8%: Moat Opposed (17): 72-17.1%; No Answer: 
1!S-=-3.6 po 

Alternative D, The Central Maning Concept, received the foUoul.- rC3J)OJ1SE'e:
Molt favored ('1): lo-2.4~: Stronalr favor (ft): 14-3.3%: Favor (#3):

49-11.6%1 Neutral (14): 91-21.60/~~ ('Ii): 78-18.6%; Strongly 
()Ppoee (10): 86-20.1%; Mod Op (17): 80-19.0%; No answer: 
1~.6'o-

Alternatlve E, Centralised Order Procese1ng for Proxy and Other Materiala. 
reeelved ~e 'oU~ responses:

Mod favored ('1): 3-0.7%; 8tro~y f.... or (12): 32-7.8%; Favor ('3):
M-19.9%; Neutral (#4): 45-10.7 ; Oppose C'6): 87-20.6$; Strongly
Oppoee (18): 110--26.1%; }.foet ppoeed (#7): 46-10.9%; riO answer: 
15-3.60/0­

Alternatlve F, The Transfer Agent Dcpoeltory Concept, received the following
raspoDllelJ: . 

Molt favored ('1): 74--17.6%; Strongl.r favor (#2): 65-16.4%; Favor 
l'3): 40-9.6%: Neutral (H): '16-18.0%:Up~('5):53-12.6%; StronaIy 
()Ppoee (16): 45--10.7%; Moet Opposed (#7): 57-13.5%; No aDSwor: 
12-=-2.8"0­

AlterDatlv" G. Retention of t.be Present Syatem, reeeived the following
respolUlelJ:

Moet favored (11): 134-31.8%; Strongly favor C'2): 73-17.3%.; :Favor 
(,a):. 63-12.6%; Neutral (#4): 55-13.0~;Oppose ('0): 31-7.3%; ::strongly 
o~ (18): 10-2.4%; Most Oppoeed \'7):.56-13.3%; No ana't\-er: 10­
2.1 

The ternaUvea rank in the order of the mean resp()D8e 88 follows: Alternative 
B-2.8~ ~terDative 0-3.0; Alternative 1'-3.70; Alternative A-3.71; Alter-J native .64; AlW'native C-4.fi8; Alternative D-4.76. . 

'!'be altematlvt'tl rank in the order of the medIIm respC)nse 88 folio..: Alternative 
B-2.~ ~tcrDIltive G-2.U; Alternative A-3.21; Alt.ernative 1'-3.76; Alter­
native 81: Alternative ~86; Alternative 1>-4.91. 

The alternativea rank in the order of the mode respoDJQ as follo..: Alternative'" G-IM CII); Alternative A-90 e,l): Alternative .&-123 (12); Alternative D­
91 (.f); Alternative 1'-78 (#4); Alternative C-9a (15); Alternative E-110 (#6).

Qat_14m II: Please de8cribe below an, dariflcatioD8 or chaDac8 which you
conader de8irable, and &D1 auueations or ~lems wbleh you _ill to note. with 
~ to one 01' more of theaItAnatlves. ldentlfyin, the particular alternative 
wblch you are addreeeing iD each cue. 

Q"atiena 4: PIeue deicrlbe below any additional alternative or alternatives 
wblch you believe that the CommiedOD should consider. 

Reepoue: Coplea of the reapoues to questioDll 3 and 4 are attached u an 
appcmillx to thIS report. Set fOrth below, however. is a overview of the more 
frequeDt COJ.DJDeDte. 

Pervuive In the cOIIUDeIltl rece1ved ..u the belief that, "I~b aome minor 
modUlcatioDl or stricter enforcement, the pmen' S)..tem should be retained. 

:~ 
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JiptUarlyperyul9&wut.he=lJcllef.t.baUlleJaa..·lIhould.llavaa:riPl::to-Jmow: whQ,=
 
~"tbe.beMfi.tIa.l_mmem...o.f lte .tock aI!~_"~""".dl~,Qf.~~~JIp
 
c4lio~ Cit ~.n)~~.~ri~~~ jJat .be-~Man

oom~'-pOiilfed-oij\"(&iI'the prol>leai W&8-ilO~--,..~'tI1i·'87stem, bu~ r~
 
thU brokerS and other nominees did not p~ptly forward materials iDcludIDg

qlW'&erllpd annual reports, proxies, ana Ion information, to the beoeftdal
 
OW'Dtn.....y ~.~ \lite of Itr'ce' nap).e& ant.! ~_~~.'"
 
AOlplx_lo,~:iimi~y lO-Chate--wbo~--lJ;Jj~' ~"~ laciUute thQ~
 
~ot~Anum6eiotCotn~~tel"o1Rlbal.some memftor-~
 
certItliates for thoee bolden woo Wished them .houId be aVBUable. 

With reard to altemat.lve A, many comDAD1ea clkd the sr..eaUy IDcreaaed coate
 
lor reeont£eepiDl and certificates 811 a n!IIult of the lnereaaed need for VaDsfen.
 
However, many companies aJao noted that W. was tho moR prac~caI and useful
 
maDDer in which .. oompaoy could get to know who were the beDeficial owners of
 
ita atockF=AA\Wlber_..oI·,~boweverplawL..t~~¥o-_Qwld.
 

~ft).Yide.a. meue--to-allow--tboee--heldon-whO.-:. WISM«Lto.-nWlI-tlitJ. ..ao.,.ltF 
·-ballable undt.>r the ~.Ilt !W~This alternative, a nUDlber of compuies 
~ ",oulct'oD1YbO ,.UCOOiSSliil il t use of the preaent form of certificate WAll 
1arPIy eliminated or a\ least a computer card WGII aubstituted. . •

Withresard to alternative B, mAny companies atrellsed the nectt lor the Informa­

tiOD to bepJeSCDted to them in an easily uied fUfm, compatible with their esitttins
 
Iystems. Many aJIo pointed out that regular updating (more frequ~t1y than
 
quarterly) abould be required and that no company .!lould be held lCllponaible
 
for the accuracy of the data sUbmitted to It. &me compaDiea IUggested tbat
 
discl08ure under tbi, alternative could be Umited to thoee beneficial OWDem who
 
held in excC!llA of a certain ~rcent, and that tbe liet of beneficial owners l'hould
 
be required to be maintained separate from the atockboldens' list to protect tbo
 
beneficial owner from diltclO!'ure. Many companies felt that the coate of imple­

menting this system would not be commeoaurate with the beneft.. to be gained.
 

With reprd to alternative C, many companlC!S noted that multiple name
 
reKiatration WWf too complex, would grClltly incnl&lie C<J:Jts, and would create many

dilhculties in recoDciUng reeordi.
 

With regard to alternative D. manJE..companies pointed out that this alternati,·c
 
would most likely increQ8e tbe cklaY"inberently in"olved in mailmp ",bleb are
 
not made dlreetly by the iMuer. In addition. man)' eomP3nies pointt'd out tbd
 
companiea and broke... were better equip~d, and bad IlUffieicnt trained pt'hObnel
 
able to handle the mullings.


'AlAnY companies believed that tbf> added COtiL'I would not. be commensurate
 
with the benefita to be pined hy t.he lIy.tem.
 

With regard to alternative B, many companies eommen~ that this altefDllth'e
 
was more costly thun the pl'eM'nt .)'litem and would not produce better l'elluitIJ.
 

With reprd to altEtrnatave F. a number of companiett ..upported this alternnti"e
 
In theory and belie\'ed that it would N,,·e 10bg range benefits largely due t<1 the
 
elimination of most ..took certificates. however, some companies were CObcl'rned
 
that the added costs ,,·ere exeeSllive, (>Specially for tbe lIH!Mage switching cen~r,
 
And that it would not !'eIlult in achieving the goal of enhancing iSlJuer-tJooreholder
 
communicat.ion.
 

With reprd to alternative G, nlany companies Ixolieved that the prohll'ms with 
the present .ylltem ""ere not. sufficient to warrant change nnd that most, if not all 
problems, could be solved with better enforcement of the preaent rules. 

Quution 6: lIow would your company ,"iew auy system for the registration of ,aeeurltles whleb would involve their regjstratioa In the namel' ()( their beneficial 
owner. (see alternatives A and C) t or disdo:;ure to \he lauer 01 alllxoneficinl owner­
ahlpe (tee alternative B), particwarly in the Ught of esbUnl and future ~gnl re­
quirements for their public tfitlclosurt-f 

Response: Favorably-275 (6.1).2%) j unlnvorably-127 (30.1 %); uncertaln­
12 (2.8%); no IUUIwer-8 (1.9%). 

Quation 6: Spcciftcally. would your company be YoilUng to bear tho COMt of 
elItnbU.bing and maintaining tbe additional reptlntiun l'l.'COrda or liste which 
would be reqUired undt... alternativl'IJ A, D, and Of 

.Response: Yelt-23G (55.9%); No-lOS (30.8%); uncertain-IO (2.4%); No 
aD8\\"er-8 (1.9%).

Quation 7: As )"ou know, the contin~ use olatook aDd other ~~6cates bas 
been under etudy by various intere8ted groups for BOrne time. Ach-antapa 01 their 
elimination would include improved clearance aod trnnl!fer and reclucecl company 

·--'. 

l 
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costR, nnd it." diandvantagcs would include lOllS of the evidentiary bcmf'fita of 
Ct'rtificates for vArious purposes. How would your company vicw an}O ~Y8t(>D1 
whieh lI'ould probably Involve the elimination of the use of stock alld other certif­
icaw, as would probably be the cue under alternatives A, 0. and F? 
Rcs~nse: Favorab1y-280 (66••%); Unfavorabl)O-I28 (30.3%); Unccrtain­

8 (1.9%); No 8n8wer-.:-8 (1••%). 
~.tcm II: Would your company be willlnp;under any circumstances to bear a 

proportfonate share of the following coate of the systems involved in cilch of the 
fonowing alternatlvC8 (bearing in mind that under one or more of the sysu>ms
there may be a Bavlnllr.. costs over a period of time)? 

G. Cost incurred by banks and broken under alternath'e B 
Responae: Y~238 (56••%); No-172 (40.8%); Unccrtain-3 (0.7%); No 

IlDSwer-9 (2.1 %)••	 b. Coat of the central mailinp; a)'lItem undl"r altemative D 
II Reaponae: Yes-l37 (32.5%); No-264 (62.0%); Unccrtaln-3 (0.7%); No 

• 
onllwer-18 (•.3%). 

1:. Coste incurred by depositorieft under alternative Jf1 
Responllt': Yl'6-138 (32.7%); No-264 (62.0%); Unccrtain-3 (0.7%); No 

ansll'er-17 (.%).
d. Costs of maintaining the transfer' a~t depository concept, Including a 

mt'88llge-ewitchln~ center, under ftltematlve F 
Response: Ye&-201 (47.6%); No-202 (47.9%); Uncertaln-o (1.2%); No 

aDAWer-14 (3.3%).
Qwalitnl 0: Should the definition of "beneftclal ownership" for the purposC!S of 

any of the proposed alternatives or any other alternative which may be proposed
ror improved i88Uer-5bnreholder communloations be clearly I'l'8trictcd to the right 
to vote the respective securities (as distinguished from, for example, the right to 
exere18e lnveetment discretion or to receive economio bt'nefitIJ)? 

Respooae: Yee--290 (68.7%); No-loo (24.9%); Uncertaln-d (1.2%); No 
aD8Wer-22 (5.2%). 

QIlUti01l 10: Should any proPQlCd alteJ'DAtive expressly assure protection to 
com~C8 ~ainst liabilities w6lch might arise from the acta or omipiollA of 
ccnt.rnl maDlng ~toriC8 centrallaed orderinS depositories, t.ransfer agent
depolitoriea, or the Uke, including for enmplc, any challenge to the validity of 
a stockholder's meeting or of anr. stockholder vote? 

Rcsponae: Ye&--410 (9'1.2%); N0-6 (1.4%); Unccrtaln-l (0.2%);
No &nI~5 (1.2%). . 

Queatitm 11: Should any p1'OpOtied alternative include adequate nssurance that 
no disclosure of beneftciOl ownership will be required thereunder ,,"bleb might
involve an., vio1ution of a lx>neficial owner's right of privacy or which mijbt
otherwise JDvolvo \'Iolauon of any legal requirement that the information be 
kept confidential? 

Response: YC8-344 (81.5%); N0-62 (1407%); Uncertain 3 (0.7%); No 
answer-13 (3.1 %).

Question 1.: May we cite your company 8S a rt'Spondent to this questionnaire
when its results are published? . 

RcRponse: Ycs-315 (74.6'iO); Ko-lOa (24.9%); No IlDSwer-2 (0.5%). 
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