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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These historical documents, referenced below, often are cited in connection with proxy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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e 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

e 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 Corporat1on Finance
Securities and Exchange Commission
Washington DC 20549

Dear Mr, Spéncer:

As Chairman, and on behalf of the Advisory Committee on Shareholder
Communications, I 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, the presentations

and studies of numerous outside individuals and organizations, the invaluable
assistance of the Commission's staff, and perhaps most of all, the enltightened
debate and sharpening of 1ssues 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 concerned 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
received in response to its pub11c request for comments.

The Cormittee believes that two paramount facts stand out which should be kept
in mind when reading the full Report and its Recommendations. First, the
phenomenon’ of nominee registration of securities has been growing and the

. economics of the securities industry, as well as modern technology, give every
indication that it will continue to grow. Second, substantially more than 50%
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 with undue alarm, because
it believes that through implementation of the Recommendations contained in

this Report, as well as other efforts already under way or planned, shareholder
communications will be timely received and acted upon by substantially more
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 what happens now in the way of follow-up by those entities.




‘Mr. Lee B. Spencer, Jr.
June 10, 1982
Page Two

I can assure you that while the Committee is happy to have achieved one of it
goals in having disbanded, its members are not disinterested. As individuals
they will continue to be watching and working to see that the goals: of the
Committee are rea]1zed.

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.

Ay

Respectfully submitted,

Paul D. NeISer
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SUMMARY OF RECOMMENDATIONS

To improve. the existing proty distribution process, the Cammittee
recamends that

1.

2.

3.

4,

Rule 14a-3(d) under the Securities Exchange Act of 1934
{"Excharnge Act") be amended to require issuers to provide
the Camission and brokers, banks and other naminees with
a notice of the record date of each annual or special
meeting of security holders.

Rule l4a-3(d) be further amended to provide that the
issuer's inquiry of brokers, banks and other naminees
be mailed first class at least twenty days pricr to
the record date for the meeting of security holders.

Rule 14b-1 under the Exchange Act be amended té r}equrr:e
brokers to respond to the issuer's inquiry within seven
days of receipt of the inquiry.

The Camnission revise its internal procedures and
publicly state that unless an issuer has been advised
by the staff prior to the seventh day following the
filing date that coments may be issued, no caments:
will be issued on the preliminary proxy statement.

Rule 14a-3(b) be amended to excuse an issuer fram
disseminating the anmual report and proxy statement
to any sharehalder of record where at least two
consecutive annual meeting solicitations mailed to
the shareholder's address of record have been returned
undelivered, unless state law requires otherwise.

A rule be adopted, pursuant to Section 17A of the
Exchange Act, providing that depositories require
banks, as a condition for their participation in the
depository system, to agree to disclese to issuers,
upen their request, the identities of banks for wham
they hold securities in naninee name.
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28
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8.

12.

14.

15.

Rule 14b-1(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.

Legxslatlon be enacted which would give the Com-
mission authority to pramlgate rules imposing
responsibilities on bank nominees comparable to
those imposed on broker-dealers pursuant to

.Section 14 of the Exchange Act.

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

Issuers forward to nominees their requested sets
of proxy materials ooncurrently with issuers’
dissemination of proxy material to shareholders of
record.

Issuers take appropriate steps to assure that a
sufficient quantity of proxy material is printed

in a timely manner so that there will not be pro—-
duction shorts in deliveries of requested materials
to intermediary record owners.

For the purpose of distributing proxy solicitations
more evenly throughout the year, issuers consider
revising the date of their annual meeting of security
holders so that the meeting is not convened durmg the
proxy season (March, -April or May).

The American Stock Exchange ("AMEX"), New York Stock
Exchange ("NYSE"), and National Association of
Securities Dealers ("NASD") develop uniform billing
procedures which include information on the brcker's
date of receipt of proxy materials from the issuer
and date of mailing such material to its customers.

The federal bank requlatory agencies and the American
Bankers Association ("ABA") urge banks to revise their
internal 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's search cards to
correspondent” banks;

c. Receipt dates of proxy materials; and

d. Mailing dates to beneficial owners.

Banks urge their customers to mark, sign and return
their proxies.

29

31

32

32

33

33

33
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B. —.To improve the existing proxy voting process, the Committee
. recommends that
1. The Comission not abrogate the 10-day and 15-day proxy
voting rules of the exchanges. 43

2. The AMEX and NYSE (the "exchanges") codify their informal
interpretive rulings with respect to the 1l0-day rules in
order to better inform broker-dealers and issuers of trans-
actions requiring specific customer instructions. 43

3. The exchanges reemphasize to listed companies the -
importance of timely submission of preliminary proxy
material for review by the exchanges whenever sub-
stantive matters are to be voted upon by security
holders. 44

4. The NASD assume responsibilities similar to those . -
assumed by the exchanges with respect to the voting
of shares held in broker name, both in terms of
providing quidance to nonlisted companies and to
nonmember firms. - 44

5. The NASD conduct an education program to inform
companies participating in the NASD's automated
quotation system ("NASDAQ") of the applicable proxy
processing procedures. 45

6. The exchanges review for clarity the 1ahguage
currently used in their model client letters. 45

7. The exchanges consider whether the following pro-
visions in the 10-day rules should be modified in
. line with current corporate practices while remaining
aware of the need to maintain desirable checks and
balances on corporate action to protect shareholders'
interests: 45

a. developing a percentage limitation in place of
the blanket prohibition of NYSE Item 6 (autho—
rizes or creates indebtedness or increases the
authorized amount of indebtedness); 45
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{ b. raising the percentage limitation in NYSE Item

: 12 from 5 percent to 10 percent (authorizes

) . issuance of stock, or options to purchase stock,

43 _ to directors, officers or employees in an amount

which exceeds 5 percent of the total amount of

the class outstanding); 46

L- ' c. establishing a materiality standard in NYSE

43 ' : Item 17 (authorizes a transaction not in the

b ordinary course of business in which an officer,

director or substantial security holder has a

dlrect or indirect interest). © 46

8. The exchanges and the NASD facilitate the prepara—
tion of a brochure to be supplied to brokerage
customers explaining proxy voting procedures. 46

9. The ABA prepare a similar brochure on woting
practices for bank custody account customers. ) 47

ARG AR e

g e

44 E C. To improve dissemination of interim reports and other
shareholder communications, the Camittee recommends that

1. Issuers disseminate interim reports to shareholders. 52

o S

45 : 2. Issuers send the same shareholder cammmnications to ‘
beneficial owners that they send to record owners. 52

45 P 3. The self-reqgulatory organizations (the exchanges and
; the NASD) amend their existing rules to reguire
members to make timely distribution of shareholder
communications other than proxy raterial. ®Timely”
would be construed as five business days after sub—
stantial receipt of materials with prior notice to
R nominees, and seven business days after substantial
45 { receipt of materials with no prior notice to nominees, 53

D. To provide a means for issuers to identify beneficial owners,
the Committee recommends that

45 "l. The Camission adopt a rule requiring broker-dealers to .
. determine whether. customers with securities registered
in street or other naminee name consent to disclosure
of their identity to issuers, and, upon request and
. assurance of appropriate reimbursement, to.promptly
provide issuers with a list of the names, addresses
and shareholdings of consenting beneficial owners as
.of the record date of each meeting of security holders. 70

The Camission reinstate the requirement that investment.
ocompanies report quarterly changes in their securities®
positions on Form N-1Q. 72
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Introduction

The Advisory Committee on Shareholder Communications (“Advisory
Committee® or "Committee” v) was established by the Securities and Exchange
Camuission ("Commission") in April 1981, for the purpose of exploring
the possibilities for improving the process by which issuers communicate
with the beneficial owners of securities registered in the name of a
broker—dealer ("street na:ﬂe"), bank or other nominee. Creation of the
Committee follows several actions taken by the Commission in recent
years to preserve and improve the opportunities for corporate-~shareholder
communications while implementing Section 17A of the Securities Exchange
Act of 1934 (“Exchange Act"), 1/ which calls for the establishment of a
national system for the prompt and éecurate clearance and settlement of
transactions in securities 2/ and an end to the physical movement of
securities certificates among broker-dealers. 3/

A.. Previous Commission Activities

In 1974, the Commission adopted Rule 14a-3(d) under the Exchange Act,
requlnng that, if an issuer knows that securities subject to the Commission's
proxy solicitation rules (Regulation 14A) are held of record by a broker,
bank or other nominee for other persons who actually own the securities,
the issuer ‘nust oonsuit such intermediaries and supply them with sets of
proxy materials sufficient for distribution to each beneficial owner. 4/

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

15 U.S.C. 78q (1976).
15 U.5.C. 78q(a)(2).
3/ 15 U.S.C. 78q(e).

-4/ Release No. 34-11079 (October 31, 1974) [39 FR 40766).
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incurred by the intermediary in mailing proxy material to beneficial owners.
In 1976, pursuant to a Congressional directive contained.in the

Securities Acts Amendments of 1975, 5/ the Ccmnissim cc;tpleted ‘an exten-

sive investigation of the practice of recording the ownership of securities

in other than the name of the beneficial owner (the "Street Name Study”). 6/

While- endorsing the practice of redistering stock in naninee name, 7/ the

Street Name Study suggested that several actions be taken to improve the

way in which proxy material is distributed to beneficial owners. In respase,
the Cdmission tightened the requirements of existing Rule 14a-3(d) and

" adcpted Rule 14b-1. under the Exchange Act, which requ1res broher—dealers
to forward proxy material in a timely manner to beneficial owners. 8/

The staff of the Division of Corporation Finance received additional
information about the effects of street name stock practices on corporate
governance as part of the broad re-examination, begqun in late 1977, of the
Camnission's rules relating to shareholder canm.\nimtions; shareholder
participation in the corporate electoral process and corporate governance

generally. The results of the staff analysis were presenﬁed in the Staff

5/ See Section 12(m) of the Exchange Act, 15 U.S.C. 781(m) (1976).

6/ Securities and Exchange Camission, Final Report 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
(Comm. Print 1976) (Camnittee on Interstate and Foreign Cammerce of
the U.S. House of Representatives).

7/ Specifically, the Street Name Study concluded that “the existing issuer-
shareholder camunications system is, on the whole, effective in trans-
mitting materials to shareowners in a timely manner and in providing
an effective mechanism for the solicitation of proxies. . . . While
problems exist, they are not evidence of systemic weaknesses but
result from failures by individual brokers and issvers.” Id. at 3-4.

Release No. 34-13719 (July 5, 1977) [42 R 35953}.
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_If.eﬁt on Corparate Accountability, published in September 1980. 9/

Finding that "there is dissatisfaction with the present process of com-
municating with the beneficial owners of street or naminee name stock,”
the staff concluded that &xe time was ripe for a thorough re-thinking
of the process by which issuers cammunicate with beneficial cwners 10/
and recamended that the Cammission establish an Advisozy Caomnittee for
this purpcse. 11/ _ -

The Camnission proceeded to establish the Advisory Camnittee and
requested it to consider the following issves:

1. Delays in the disseninatlm of prcxy material to benefic1a1
owners mthm the existing system.

2. Practices relating to the voting of street and naminee held
securities within the existing system, :

3. .Inconsistent practices relating to the dissemination of non—
proxy corporate cammunications to beneficial owners of nominee
held securities. )

4. The feasibility of providing a means for issuers to identify
the beneficial owners of street or other naminee name securities.

In arder to facilitate the develaoment of consistent positions with
respect to these i@es by all affected federal agencies, the Cammission
also requested the active involvement of the federal bank regulatory agencies.
The Camptraller of the Currency, the Board of Governors of the Federal |
Reserve System and the Federal Deposit Insurance Corparaticon each responded
by designating a staff person to attend Camu’.tteé meetings and participate
in the discussion of issues related to bank naminees.

9/ Seaurities and'Exchange Camnission, Staff Report on Carporate Accounta-
bility (Camm. Print 1980) (Camm. on Banking, Hausing and Urban .
Affairs of the U.S. Senate).

10/ 14. at 3e2.
1/ 1d. at 374.
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B. Advisory Camittee Activities

The Advisory Cammittee met for a total of twelve days during its
nine meetings between May 1981 and May 1982. Through the facilities of
the Cammission, the Cammittee solicited public camwent on these issues
and on a number of different proposals which had been suggested by
various persons or groups to improve the camminication process. 12/ In
response to its request, the Camittee received letters fram 249 camen-
tatars, an unusually large number of responses for this type of proceeding.
These letters provided the Committee with valuable information and opinion,
and further demonstrated the depth of public interest in this subject. 13/
In addition, two trade associations conducted surveys and provided the
Camiittee with their results. 14/ The Camittee also received three

presentations on the feasibility of a system of direct cammnication. 15/

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

13/ A highlight of the cament letters, prepared by the Camission
staff, has been placed in File No. 4-242.

14/ A survey on interim report dissemination practices was conducted
by the National Investor Relations Institute. A survey on the cost
of direct cammunication to bank naminees was conducted by ‘the American
Bankers Association. These submissions have been placed in File No.
4-242, . A

15/ Presentations were made by (1) the Securities Transfer Association
of New York represented by Mr. Tam Stanley, Senior Vice President,
and Mr, John Schmidlin, Vice President, Morgan Guaranty Trust Campany;
Mr. William Skinner, Vice President, Bank of New York, and Mr. Michael
Foley, Assistant Vice President, Chemical Bank; (2) Mr. Michael Paulk,
Senior Marketing Representative, Infammatics, Inc.; and (3) Mr. Robert
J. Victor, Manager, Management Adviscry Services, Deloitte Haskins and
Sells. Outlines and texts of the presentations have been placed in
File No. 4-242, .
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Other presentations addressed the role of the depcsitories, 16/ self-

regulatory oversight of broker voting, 17/ recent experience with respect
to quarum voting, 18/ and an education program on proxy handling procedures
developed for bank naminees. 19/

"The Camittee believes that the infoimatim it has gathered provides .
a sound basis for the conclusions and recammendations presented in this
Report. Scme of the data submitted to the Cammittee addressed other
issues, but the Cammittee devoted its attention to the items described
in its Charter, which relate to improving the process by which issuers
cammnicate with shareholders whose stock is held in street or naminee
name. .

While the Comnission has the authority to regulate the distribution

of proxy material by broker—-dealers to the beneficial owners of securities

- registered in street or other naminee name, the Camission does not have

similar jurisdiction over banks. Since bank naminee holdings 'arellarge
and growing, as noted elsewhere in this Report, the Cammittee was especially

attentive to this aspect of the process of cammunicating with beneficial

- aMmers.

16/ The presentation was made by Mr. Conrad Ahrens, Pres:.dent of the
Depository Trust: Cmpany

17/ The presentation was made by Mr. Frank Krcha, Manager, Regulation
and Surveillance, and Mr. Gary Tuttle, Manager, Corporate Services
Division, New York Stock Exchange.,

lﬁ/ The presentation was made by Mr. John Schmidlin, Vice Presxdent, Morgan
Guaranty Trust Campany, File No. 4-242,

19/ The presentation was made by Mr. Frank Gibbs, Vice President,
: Persanal Trust, Mamufacturers Hanover Trust Co.
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CHAPTER I

THE NOMINEE SYSTEM AND CREATION OF THE BENEFICIAL
OWNER RELATTONSHIP '

A. The Nominee System

A naninee is an entity formed for the purpose of holding
record title to securities. Brokers, banks, trust campanies, and
“other institutions often utilize a nominee name rather than their
own name to register securities purchased by their custamers — the
beneficial owners of such stock. Institutions also may have their
own investments held in naminee name, The Advisory Cammittee has
focused on practices related to naminee name securities held in
non—discretionary custamer accounts, that is, accounts for which
the broker, bank or cther intermediary does not have total voting
autharity, since it concluded that securities held in discretionary
accounts do not present significant problém.

At the end of 1981, there were approximately 9,500 naminees in the
United States holding securities for other persons. 20/ The naminees
holding the largest numbers of shares are those of the three major
securities depositories — The Depository Trust Cmpany, (*DIC"), the
Midwest Securities Trust Campany, ("MSIC"), and the Pacific Securities

Depository Trust Cawpany ("PSDIC"). The depcsitories act as custodians

20/ American Society of Corporate Secretaries, Naminee List (1982).
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of securities deposited by hurxdreds of participating institutions for
their own accounts or the accounts of others. Many institutions, parti-
cularly banks, participate in a depository indirectly through a corre-
spondent relationship established with a garticipant. This practice,
known as “"piggybacking," has increased in recent years. The number of
indirect bank participants in DIC reached at least 362 by year-end 1981,
up fram 266 ir 1980. 21/ i -

The naninee system has taken on increasing importance since enaét—
ment of the Securities Acts Amendments of 1975, a goal of which was
the inmobilization of stock certificates. 22/ The Senate Report on the
bill stated that, in the future, investors who preferred the traditional .
tangible evidence of ownership would be respansible for “asking for and
receiving certificates as proof of ownership of their shares." 23/

Due in part to the growth in institutional holdings, the number of
shares immobilized has increased enomausly since 1975. The trend in
share deposits at DIC is indicative of this growth. In 1976, approxi-
mately four billion equity shares were or.deposit at DIC. By the
end of 1981, DIC held nineteen billion shares. 24/ Its shareholdings

expanded by 40 percent between 1980 and 1981, 25/ The other depcsitories

Depository Trust Company, 1981 Anmual Report (1982) [Hereinafter
cited as DIC 1981 Arnmual Report].

See Section 17A(e) of the Exchange Act, 15 U.S.C. 78q(e).
S. Rep, No. 94-75, 94th Cong., 1lst Sess. 58-9 (1975).

pAYS

DIC 1981 Annual Repcrt at 9.

1d.
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have experienced similar growth in securities on deposit. 26/ -

The growth in depository holdings has produced corresponding in-
creases in the percentage of issuers' securities that are registered' in
nominee name, “Over sixty corporations that responded to the advisory
Comnittee's Release provided information on the extent to which their
securities are held by naminees. The majority of these cammentators had
at leas_t .50 percent of their securi_.ties in street or naminee name. Sawe
major corporations, such as IBM, indicated that naminees now hold between
60 and 70 percent .of their stock, l’me caments also revealed that the

increase in naminee holdings has been unusually significant for certain

© issuers. For example, Indiana National Corporation's naminee haldings

rose fram less than 20 percent five years ago to over 60 percent by 198l.
Substantially more than a majoarity of nominee name securities are
beld by banks. At DIC, the accounts of bank participants represent

eleven of the nineteen billion shares on depoesit. 27/

26/ Sed;rities on deposit at the MSTC increased by 42 percent during the
twelve months of 1980 and by an additional 50 percent by the end of
1981, MSTC, "Report of the Chairman and President® (1982).

DIC 1981 Annual Repoxt at 7.

i
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B. Creating the Beneficial Owner Relationship

At the end of 1980, broker-dealers maintained approximately
ten million custamer accounts. 28/ While no figures are available as
to the street name holdings in these accounts, the Cammittee believes
that a substantial percentage of these accaunts have at least a portion
of their securities registered in street name. For example, with respect
to margin accounts, registration in nominee name is required by broker-
dealers. 29/ Moreover, if custamers do not indicate a preference,
brokers usually choose the convenience of street name registration.
Still other brokerage custamers may request street name registration
of their secur':ities'td prevent disclosure of their ownership to the
issuer,

The Camittee reviewed account opening procedures of a number of
brokerage firms in order to better understand the manner in which the
beneficial ‘owner relationship is created. None of these firms has a
policy requiring registered representatives to explain to their customers

the process of street name registration or its effects on voting rights.

28/ The 1981 annual reports of registered broker-dealers on Fom X-17A-5
indicate that there were 9,744,242 public custamer accounts at the
end of 1980. _ .

29/ Rule 17A-3(a)(9) under the Exchange Act [17 CFR §240.17a-3(a)(9)]
provides that the broker must obtain the signature of the beneficial
. owner of each margin account to document his consent to this arrangement.
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The subject of the name in which the securitigs will be registered .and
all related information is left to the representative and the individual
custaner, Same accaunt cpening forms provide space for the representative
to indicate htw the securities are to be registered, but other forms do
not. The written agreement the custamer must sign in order to establish
a margin account does not contain provisions addressing the effects an -
voting rights of pledging the stock or registering it in street name. 30/
In contrast, bank custody accounts are customarily established by
means of a written agreement between the bank and the custamer. 'Custody
xgreements, however, generally do not address voting rights related to
the securities left with the bank for safe-keeping_. 31/ |
C. Conclusion
The Camittee believes that there will continue to be substantial
grosth in the nominee system during the 1980's. The mmber of institu-
tions, particularly banks, that participate directly or indirectly in
the depository system is expected to continue to grow. Moreover,
increases in the securities holdings of these financial institutions
. will further a3d to the propartion of all cutstanding Securities

registered in the name of a depositary or other naminee.

30/ It should be noted that brokerage firms provide beneficial owners
of street name stock with an explanation of proxy voting procedures
in a letter which accampanies proxy material.

31/ For a discussian of bank procedures related to the voting d.
searrities held in custody accounts, see pp. 356 infra.
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. The Committee believes the results of pr_&seﬁt trends will assure

j~ i the immobilization of most ceftifiéates, which Congress sought to achieve
; .; through Section 17A of the Exchange Act as implethenbéd by the Commission.
tative 1 e Conmittee believes that adoption of its recommendations should enbance
 do E public confidence in this evolving system by improving the corporate—

: : - shareholder communication process. Two of the Camnittee's recommendations

o V are pertinent to account opening_ prowdures. _12_/ The Comittee beiieves
-3/ that implementation of all its recommendations should minimize any
by . poss:.ble disruption of the cammucatlm process as a consequence of
o : nominee registrat_:lon. ‘
to ]

32/ See recommendation for preparation of a brochure, pp. 46-7 and the
recammendation for identification of beneficial owners, descnbed

at pp. 70-1, infra.




CHAPTER IT
IMPROVING THE EXISTING PROXY DISSEMINATION PROCESS

: _ A. The Existing Distribution Process

The existing proxy distribution process is governed by a panoply
of requirements, including state corporate law, the federal securities
laws and self-regulatory organization rules. The provisions of state
law requlate ca_unencement of the.proxy distribution process. Typically,
~ state law provides that whe_never a matter will be voted upon at a meeting -
of security holders, the corporation must provide each shareholder of
. record with written notice of the meeting not less than ten nor more than
’ - - sixty days béfore the date of the meeting. 33/ State law also designates
the date on which the corporation must determine the shareholders entitled
. to vote at the meeting — the record date. 34/
Under state law, the notice of meeting must be provided only to

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

securities will be owned of record by nominees. The federal securities
laws contain requirements for communicating wi£h such nominees. The
Comiission's proxy rules require issuers to solicit beneficial as

well as record owners. Withrespect;toshareslomnbytheissuerto

; 33/ E.g., 8 Del. Code §222(b) (1979); Cal. Gen. Corp. Law Ann. §173(a)
¢ (1980). :

34/ See, e.g., Cal. Gen. Corp. Law Ann. §604(a).

' 35/ Henn, Law of Corporations 328 (1970).
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be owned of “record by a broker, dealer, bank, voting trustee or other
nominee, Rule 14a-3(d) 36/ requires the issuer to make an inquiry of
such intermediaries at least fen days in advance of the record date
in order to ascertain the number of sets of proxy material needed to
provide each beneficial owner with the proxy material. In addition,
broker-dealers are required by Rule 14b-1 to respond to this inquiry
by "promptly” giving the issuer an estimate of the number of sets of
material needed for the custamers that beneficially own the stock and,
upon receipt of the requested sets of material from the issuer, to
forward the matér:ial "pramptly” to its customers. 37/ Issuef-s aré

obligated by Rule l4a-3(d) to provide the requested sets of matérials

~*in a timely manner” in the form and at the location designated by the

intermediary. 38/

A note to Rule 1l4a-3(d) mstructs issuers that lf their stock list
reveals that securities are registered in the name of a registered clear-
ing agency, such as Cede & Co. (the nanmee of DIC), the issuer must
begin its inquiry with the depository in order to identify the partici-
pants whom it must contact to obtain information about the number of
sets of materials the participant needs. Rule 17Ad-8 39/ requl.res the
depositories to pramptly furnish issuers with a list of the identities

and shareholdings of each participant with a position in the issuer’'s

36/ 17 CFR §240.14a-3(d).
37/ 17 CFR §240.14b-1.
38/ 17 CFR §240.14a-3(d).
39/ 17 CER §240.17Ad-8.
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securities. The depository prepares‘; the position listing as of the
record date, for the meeting of shareholders. For this reason, the
depositoriés attempt to disc&er the record ‘dates of issuers at an
early point in time,

Scme banks, brokers and their representatives exceed the minimm
requirements of thése rules. For example, Merrill Lynch and the Independent
Election Carporation of America ("IECA™), which acts as praxy processing _ '
agent for over three hundred subscribing intermediaries, maintain ' l
scpt;isticated records systems on most actively traded corporations l

‘indicating each campany's custamary record and meeting date, the number

of sets of materials requested in the past, the date of receipt of the | |
issuver's inquiry, the response date by the brokerage firm and related
infomation, Such systems permit brokers to initiate contact with the
issuer if no inquiry has been received by the customary record date. |
The New Yark Stock Exchange ("NYSE") and American Stock Exchange

("AMEX") {saretimes collectively referred to as "the exchanges") reduine

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

40/ Each exchange publishes a list of record and meeting dates 1in its
weekly bulletin.

After the broker has responded to the issuer's inquiry, the issver
must supply the requested material in a timely manner. 41/ When the

40/ N.Y.S.E. Company Mamual at A-131; American Stock Exchange, Company
Gulde, Listing Fom L, 12(b).

41/ Merrill Lynch and the IECA indicate that they keep track of the time
the issuer takes to £ill the order, placing a follow-up request if
necessary. .
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requested materials arrive, the broker customarily forwards them to
peneficial owners on a first in first cut basis. During the height
of.the praxy season, however, same brokers give priérity processiﬁg to
materials mcei@ less than twenty days before the issuer's meeting.
Brokers generally are able to forward the proxy material to beneficial
owmers oniy a few days after i{:_has been received fram the issuer. The

rules of the NYSE and AMEX require brokers to forward proxy statements

to all beneficial owners, including custamers who have instructed the

broker not to send them such infamation. 42/ _
No federal or state regulation pr%cnbes the procedures for bank

'naninees to follow. Nevertheless, many banks adhere to procedures

similar to those followed by brokerage firms. For bank participants
in depcsitories who hold securities piggybacked fram other banks or
institutions, an additional step is required at each stage of the dis-
tribution process. For e@le, in respanding to the issuer's inquiry

made pursuant to Rule 14a-3(d), such banks must not only count the

. number of their individual custody accounts, but also must ask each

of their piggybacked institutions how many sets of materials it will
™eed in order to provide each of its account holders with the prcmy
material. Unlike the broker-custamer relationship, there is generally
a written agreement between the bank and the custaper for wham it holds

securities, and the terms of the agreement can affect the bank's pro-

- Cessing of shareholder cammnications. For example, the Camnittee has

———

42/ New York Stock Exchange Guide 92451.60 (1980); American Stock Exchange

Guide 49528.60 (1976).
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been told that custady account customers sometimes ask not to receive
proxy material, which request is honored by the bank. 43/
B. Bottlenecks in the distribution process

The Camittee has identified a number of factors which can impede
the process of disseminating proxy material to beneficial owners within
the existing system.

1. Noncampliance with the requirements of Rule 14a-3(d)

_ Infarmation submitted to the Caun_ittee and, previcusly to the
Camnission staff, indicate that there is considerable non—campliance
with the existing requirement that issuers make an inquiry of iptezme—
diaries at least ten days in advance of the record date. Same issuers
neglect to make any sud; incquiry. 4_4/ Failure to camly with the ten

" day advance notice requirement slovs down the entire proxy solicitation
'ptocws;. Without sufficient advance inquiry, issuérs can not obtain
t;he intermediaries' estimated praxy needs before piac:'mg their orders
for proxy'material with printers. Moreover, issuers are not as like.ly

to be able to supply namninees in a timely manner with all their requested

43/ Although same brokerage custamers also may make such requests, they
cannot. be honored because, as noted in the text accampanying note
42, broker-dealers must transmit proxy material to all beneficial
owners within the United States pursuant to NYSE and AMEX rules.

44/ The IECA has informed the Cammittee that, despite the inquiries it
sends to all subject issuers in Jamiary of each year, 40 percent of
issuers are "off record date® in making their inquiry. It should
be noted that sane campanies followed by IECA may not be subject
to the requirements of Rule 14a-3(d) or may have other reasons for

; not providing this information. See also Release No. 34~17424
, (January .7, 1981) [46 FR 3204]. ~— '
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materials, so that they, in turn, may pramptly mail to beneficial owners.
2, Lack of centralized record date information

Under present arrangements, broker—dealers and other naminees
mist determine each issuer's record date. Often the issuer's inquiry
made pursuant to Rule l4a-3(d) ill'xiicates.the iésuer's record date, but
this is not required by the present Rule. ' '

In an effort to provide an alternmative scurce of such information,
the NYSE and the AMEX maintain and publish their own lists of upcoming

record and meeting dates. - Although the exchanges require that issuvers

provlde them with advance notice of record dates, campliance is not

universal. Furthermore, the National Association of Securities Dealers
("NASD") does not keep track of the record dates of campanies participating
in NASDAQ.

Reca:é date information is critical to the intermedl;.ary's efficient
dissemination of proxy material. With advance notice, the intermediary is
better able to identify owners as of the record date and pramptly produce
mailing labels. |

3. Bank namninees and the piggyback phenamenam

Bank naminees hold securities for several different types of
accounts., Distribution difficulties arise only with respect to

accaunts in which voting authority is not held by the bank. For such

- ‘accounts, the bank must deliver the praxy material to the account haolder
" in order for the affected shares to be voted. Until recently, this area

- Cf benk cperations had, for the most part, received little attention.
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In the past, while some banks forwarded proxy material, others did not.

The cament letters fram banks suggest that same banks have assumed,
rightly or wrongly, that benéficial cvmer:sas a group are insufficiéntly
interested in the affairs of the corporations in which they invest to
warrant forwarding the proxy material to them. While this institutional
attitude may be changing, it still persists tp same degree, particu-
larly among smaller banks. 45/

In addition to such institutional obstacles, the ;:iggy—baclcing i
phenanenon creates substantial delays that impede distribution.
The majority of the securities held by depositories derive fram bank
naminees. Between 1980 and 1981, the number of bank participants in
DIC grew by 20 percent and, as noted previcusly, the mumber of banks
known to be participating indirectly increased by 36 percent. 46/ A DIC
publication concluded that "although correspondent relatimshi:pa have

frequently constituted a barrier to shareholder cammnications, never

before have these relationships included so high a percentage of voting
shares.” 47/
Each intermediary layer between the issuer and the beneficial owner

lengthens the time required for dissemination. The issver cannot make an

45/ The letter of the American Society of Corporate Secretaries cites
*the apparent failure of sawe banks at the lower level to foxward
to beneficlal owners.” The Provident National Bank cammented that
it "dces not currently forward routine proxy materials" because
"most of cur clients are not interested.® Iletters in File No. S$7-911.

46/ DIC 1981 Anmual Report at 3.

47/ DIC, Shareholder Cammmications and the Depositcry Trust Canpany
18 (1982).
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inquiry of bank participants until it has received the position listing
from the de;déimry. ' Once it has asked the participant bank for the

number of sets of proxy mat;erial it requires, a delay can résult if the
bank participant must survey and collate the counts from each bank with
which it has a correspondent relationship. Still more delay can occur

where there are multiple layers of correspondent relationships; for in-

stance a local bank may place its customer's securities with a regional
bank which, in turn, esﬁablishes a oorre—spmdent rélationShip with a
direct participant in a depository.

There is layering among broker-dealers as well, but it is both less
common and less significant in terms of the number of shares involved.
Furthermore, in most cases where one broker—dealer acts as clearing agent
for other brokerage firms, it knows, without consultation, the number of
customers represented by the securities it clears for the other fimms.

4. Production Problems

Distribution cannot begin until the proxy material is available
from the printer., Production of this material is complicated 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 number of sets of proxy material used the previous year and assumes .
an increased number will be required, there can be no assurance that the
nimber of sets of material ordered by the issuer will be adequate to
meet the current year's needs.

Second, if production falls short of the demand for proxy materials,
nominees are the group most likely_tp absorb the shortage. Yet, if the
Quantity del.ivered to a nalu.nee is substantially less than it requires,

the nominee, in order to avoid multiple production runs for the same
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glcase iaen“ﬂ the following questions concerning your company’s practices
and experience:

2. Using a system of numbers (1—most favored to 7—most opposed), please
rank the seven alternatives xroposcd by the Securities and Fxchange Commission,
ns identified in the attached letter, and to the left below, in accordance with the
order of your preference, (Please do not rank two proposals equally.)

A. Registration of Securities in the Name of the Beneficial Owner.
B. Disclosure of Beneficial Ownership to Issuers.

C. Multié»le Name Registration.

1). The Central Mailing Concept.

1. Centralized Order Processing for Proxy and Other Materials.
F. The Transfer Agent Depository Concept.

G. Retcntion of the Present System.

3. Pleare describe below any clarifications or changes which you consider
desirable, and any suggestions or problems which you wish to note, with respeet
to one or more of the alternatives, identifving the particular slternative which
you are addressing in each case (Attach n rider if necessary).

4. Plensze describe below any additional alternative or alternatives which you
believe that the Commission should econsider (Attach a rider if necessary).

5. llow would your company view any system for the registration of securities
which would involve their registration in the names of their beneficial owners
(sce alternatives A and C), or disclosure to the issuer of all heneficial ownerships
(sce alternative B), particularly in the light of existing and future legal require-
ments for their public disclosure? Favorably O Unfavmbl{ a

6. Specifically, would your company be willing to bear the cost of establishing
and maintaining the additional registration records or lists which would be
ret%uired under altornatives A, B, and C? Yes O No O

. As you know, the continued use of stock and other certificates has been
under study by various interested groups for some time.! Advantages of their
climination would include improved cicarance and transfer and reduced company
costs, and its disadvantages would include loss of the cvidentiary benefits of
certificates for various &urpms. How would your company view any sy:stem
which would probably involve the elimination of the use of stock and other
certificates, as would probably be the case under alternatives A, C, and ¥T7
Favorably 0O Unfavorably O

8. Would your company be willing under any circumstances to bear a pro-
;)ort.lonate share of the following costs of the systems involved in each of the

ollowing alternatives (benring in mind that under one or more of the systems
there may be a saving In costs over a period of time):?
a. Cost incurred by banks and brokers under alternative BYes 04 No O
b. Cost of the central mailing system under alternative D Yes O No O
¢. Costs incurred by depositories under alternative £ Yes 3 No 0O
d. Costs of maintaining the transfer agent depository eoncgrt. including a
messuﬁe-switchin; center, under alternative F' Yes 0) o
9. Should the definition of “beneficial ownership” for the purgsee of any of
the proposed alternatives or any other alternative which ma proposed for
improved fssuer-shareholder communications be clearly res to the right
to vote the respective securities (as distinguished from, for example, the right
to;agergn}fg \:llh\restmemt disomt:«l)t:;::;ta receive economic benefite)? Yuut’l No a
5 any proﬁosed ative expressly assure protection to compan
agninst liabilities whic dmight arise from the ncL ;:n:fmhhm :l d:ntral mﬂigg
tories, centralized ordering depositories, or positories,
the like, including, for example, any challenge to the validity of a stockholder's
mﬁmﬂo{mylmkholgervotefl’un No O

11. d any pro alternative include adequate assurance that no
disclosure of bene! ownership will be required thereunder which might
involve any violation of a beneficial ownei's right or privacy or which lnfomm:
otherwise involve violation of any other legal requirement that the
be kcg.‘conﬁdenthl? Yes O No O

12. May we cite your company as a respondent to this questionnairc when its

published? Yes D

1l

results are pul No O
~ Date Member
18ece o.g., the American Bar Assoclation Report cited in note 84 on page 28 of the Repert.
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AMERICAN SOCIETY OF
CORPORATE SECRETARIES, INC.
One Rockefeller Plase

New York, N. Y. 10020

Rerorr or Tue SBecumitizs Law ComMITTEE AND Skcurities InpusrrRY Cox-
MITTEE JOINT BUBCOMMITTEE ON SBTREET NAME STUDY QUESTIONNAIRE

(By J. David Silvers, Chairman, Eugene J. T. Flanagan, John H. Grady,
v ™ M,theng Kane) gnn

From mid-March to mid-Apnl 1976, the Amcrican Society of Corporate Secre-
taries, Inec. (“Society”), through its Socurities Law Committce and Scouritics
Industry Committee Joint Subcommittee on Street Name 8 Questionnaire
(*Subecommittee’’), conducted a poll of the membership of the Society to ascer-
tain the views of the members on the alternatives summarized by the Securities
and Exchange Commission (“Commission’) in its Preliminary Report, dated
December 4, 1875, pursuant to Subsaection 12(m) of the Securitiecs Exchange Act
of 1934, on the practice of recordi 'ﬁ:heownmhmofseounﬁesinotherthm
the name of the beneficial owner. questionnaire, which was formulated by
the Subcommittee and circulated among the Society’s memt ership, was designed
to solicit the members’ vlcm ol the various alternatives and information con-
cerning their own com ag well as their views as to particular
concerns which mmlttce ved to be of substantial importance. A
copy of the questlonnalre, the let.tcr forwarding it, and the attachment thereto,
all as ciroulated, are appended to this re

nses were reecived from 422 of the Socicty s memben, and many of the
responses contained specific comments concorning some or all of the alternatives.
These responses were tabulated, and a summary thereof, including a summary
of the comments, follows, In some cases, eompanles did not respond to all ques-
tions; these are indicated as “No answer.”

Quesiion 1(a): During the past twelve months, has your company generally
received from its stoe lders many, few, or an average number of complaints
under the present system

nse: Many—8 (l 4%); Few—351 (83.2%); Average—49 (11.6%);

no auswer—16 (3.8
Quemon 1(b 2 Approxlmnf.ely how many stockholders of record does your

company ha
Under5000—122 (290%) ; 5,000-10,000—72 (17%); 10000—20,000—
72 17 o) 0001-—50000—07 (16%) ; 50001—100000—38 (9%), Over 100,000—
No Answer— (4%).
ucatum 1(e): our company maintain its own stockholder records?
esponse: ea—-114 67%) No—-303 (71.8%); No answer—S5 (1.2%)
Quumm I(d) es your company act as its own transfer agent?
: Yes—M (15.2%); No—355 (84.1%); No Answer——3 (0.79).

Question 1(e): What percentage of your voling common stock is held In strest

or nomlnee {banks and brokers) name?

: Under 10%—25 (6%); 10-19%—38 (0%); 20—29%——76 &8%).
30—39 —16 (18%); 40-49 (16%): 50-599,—359 (14%);
(109%); Over 85%—0 (0%); No Answer—38 (9%).
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Queation 2: Usin, tem of mxmbers (1-most favored to 7-most o E;;posed),
%lommm tbo ;)oaed by the Securities and Exchan
lmion,u dentlﬁedinthoattac letter,andtothele!tbolow,inmrﬁe
ance wi preference. (Pleasedonotranktwoproponls
Respo ve A, Registmtlon Securities in the name of Beneﬁcml
Owner, meived

Most favored a‘ﬁ"%— f ‘Btron le favor (02) 73—17.3%,; ¥avor
9: 62-—13.8%; Noutral (1): 2’9—& 1 (ﬁ;)ose 3. e%,%mngxy
Alterna.threo'B Dmdosum of Beneficial Ownership to Iasueu, received the

followin
ﬂont favored (#1 ; 056—22.8%; Stro y tavor #2): 126—29. 62'9,
Favor (’%p 63—14.9 Neutral( ) 50— {) (#5): 33—7.8%:
36—8.3%; Most Opposed ( 1—2.6%; No Answer:

Altemaﬂve C Multy le Name atratlon reneived the lollowin responses:
Most favored (#1): 8—1. 9 avor (#2) 31—7 avor (#3):
67—15.9 : Neutral #4): 6 --145 o. ﬁ Strongly
posoe ). 76—17.8%; Most Opposed (07) 17.1%, o Answer:

1 .06%:
Altemative D, The Central Mailing Concept, received the fonowlni‘rwponsee'
Most favored (#1): 10—2.49%; Strongl favor (#2) 14—3.3 avor (#3):
40—11.8%,; Neutral (#4): 91—21.8%; Oppose (#5): il ; Strongly
%W‘G 85—20.1%; Most poseg : 80—19.0%; No apswer:

Altematlve E, Centralhed Order Processing for Proxy and Other Materials,
recelved the following

Most fa.vored (#l) 3—0 7%, St.ro ly fovor (#&)5 32—7.8%, Fa\or #3):

84'—19.9& ; Oppose (#5): 87—20.6%,; Strongly

): 110—-26 l%, Moet. posed (#7): 46—1 09%, 0 answer:

Alternative I-‘ The Transfer Agent Depository Concept, received the following

reoponelt Most favored (#1): 74—17. 5%, Strongl favor (#2): 65—15.4%; Favor
(#3): 40—9.5%:; Neutral (#4): 6p (#5): 63—12.6%; Strongly
¢ poue.8 (#6): 45—10.7%; Most Opposed #7): 571—13.5%; No answer:

Altemativec'G Retention of the Present System, reccived the following

reepo t favored (#1): 134—31.8%,; Strongly favor (#2): 73—17.3%; Favor

#3) s 8%; Neutral (#4): 55-—13.0%; Oppose (#6): 31—7.3%: Strongly
#6): 10—~2.4%,; Most Opposed (#7): 56—13.3%; No answer: 1

The 3

ternatives rank in the order of the mean response as follows: Alternative
B—2.81; Alternative G—3.0; Alternative F—3.70; Alternative A—3.71; Alter-
native E—4. 54; Alternative C—4.58; Alternative D—4.76.

The alternatives rank in the order of the median response as follows: Altcrnative
B—2.34; Alternative G—2.41; Alternative A—3.21; Altematwe F—3.76; Alter-
native C—4.81; Alternative E—4.86; Alternative D—4.91.

The alternatives rank in the order of the mode responso as follows: Alternative
G—134 (11); Alternative A—900 (#1); Alternative B—125 (#2); Alternative D—
01 (#4); ternative F—76 (#4); Alternative C—93 #5); Alternative BE—110 (#6).

Qucuum 3: Please describe below any clarifications or which you
consider desirable, and any ons or problems which you wish to note, with

to one or more of the tenmﬁves, identifying the particular alternative
ch you are addressing in each case.
Question 4: Please describe below any additional alternative or alternatives
which you bdim that the Commission should consider.

Res : Coples of the responses to questions 3 and 4 are attached as an

nppen x to this report. Set forth below, however, is a overview of the more
reguent eommente.
ervasive in the comments received was the belief that, with some minor
modifications or stricter enforcement, the present system should be retained.



120

Similarly pervasive was the-belief that the isauer should have a-right to-know who —
e the bepe owners of its stock and that regardless of the-system-
loguré of benefigial ownors-of & y's atosk uat be.required:-Many
corhpaniés pointed out that the problem was nuot~ the system, but rather
that brokers and other nominees did not pror‘l)x%ﬂy forward materisls including
quarter d annual rts, proxies, and 1 information, to the beneficial
owners. y 8 ted that use of strecet names and
it

no 3 ‘waa importapt: -
(Bt only to provide anonymity to"those who-de Hut also to facilitate th
‘trading of stock. A number 6f companaties poin! ut somomeu’&‘forpmﬂdh%
ficates for those holders who wished them should be available,
Wm:d to alternative A, many companies cited the greatly increased costs
for eeping and certificates as a result of the increased meed for transfers.
However, many companics also noted that this was the most practical and useful
manner in which a compaay coiild get to know who were the bepeficial owners of
its stock-A numher of .ocompaies;-h s-natad t) is: ive-
~provide a means 4o those-holders who.so. wished to retain--the anonymite:
“available under the present system, This alternative, a number of companies

i would-6nly be successful if the use of the present form of certificate was

luwlly eliminated or at least a computer card way substituted. -

th regard to alternative B, many companies stressed the necd for the Informa-

tion to be nted to them in an easily used form, compatible with their cxisting
systems. Many also pointed out that regular updating (more frequently than
quarterly) should be required and that no company should be held responsible
for the accuracy of the data submitted to it. e companies suggested that
disclosure under this alternative could be limited to those beneficial owners who
held in excesa of a certain percent, and that the list of beneficial owners should
be required to be maintained separate from the stockholders’ list to protect the
beneficial owner from dixclosure. Many companies felt that the costs of imple-
menting this system would not be commensurate with the benefits to be gained.

With tegun{. to alternative C, many companies noted that multiple name
registration was too complex, would greatly increase costs, and would create many
difficulties in reconciling records.

With regard to alternative D, many companies pointed out that this alternative
would most likely increase the delay’inherently involved in mailings which are
not made directly by the issuer. In addition, many companics pointed out that
companies and brokers were better equipped, and had sufficient trained personnel

able, to handle the mailings.
M'nny companics believed that the added costs would not be commensurate

with the bencfits to be gained hy the system.

With regard to alternative kX, many companies commented that this alternative
was more costly than the present system and would not produce better resulta.

With regard to alternative F, a number of companies supported this alternntive
in theory and believed that it would have long range benefits largely due to the
elimination of most stock certificates, however, some companies were concerned
that the added costs were excessive, especially for the message switching center,
and that it would not result in achieving the goal of enhancing issuer-sharcholder
communication.

With regard to alternative G, many companics believed that the problems with
the present system were not sufficient to warrant change and that most, if not sall
problems, could be solved with better enforcement of the present rules.

Question 5: How would your company view any system for the reﬁistrntlon of
securities which wouid involve their registration in the names of their beneficial
owners (see alternatives A and C), or disclosure to the issuer of all beneficial owner-
sl‘xli?o {ece alternative B), part.icuiarly in the light of existing and future legal re-~
quirements for their Bnblic dirclosure?

Res; : Favorably—275 (65.2%); unfavorably—127 (30.1%); uuncertain—
12 (2.8%); no answer—8 (1.9%).

Question @: Specifically, would your company be willing to bear the cost of
establishing and maintaining the additional registration records or lists which
would be required undcr alternatives A, B, and C?

: Yes—230 (55.9%); No—108 (30.8%); uncertain—10 (2.4%); No
anawer—8 (1.9%).
Question 7: As you know, the continued use of stock and other certificates has

been under atug{ by various interested groups for some time. Advantages of their
elimination would include improved clearance and transfer and reduced company
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costs, and its disndvantages would include loss of the evidentiary benefits of
certificates for various purposes. How would your company view any system
which would probably involve the elimination of the use of stock and other certif-
jcates, as would probably be the case under alternatives A, C, and F?

Response: Favorably—280 (66.4%); Unfavorably—128 (30.3%;); Uncertain—
8 (1.9%); No answer—8 (1.4%).

Quesiton 8: Would your company be willing under any circumstances to bear a
proportionate share of the following costs of the systems involved in cach of the
following alternatives (bearing in mind that under one or more of the systems
there may be a saving ir costs over a period of time)?

a. Cost jncurred by banks and brokers under alternative B

Response: Yes—: (56.4%); No—172 (40.8%); Uncertain—3 (0.7%); No
answer—9 (2.19).

b. Cost of the central mailing system under alternative D

Res : Yes—137 (32.6%); No—264 (62.6%); Uncertain—3 (0.79%); No
snswer—18 (4.3%).

¢, Costs incurred by depositories under alternative E

ponse: Yes—1388 (32.7%); No—264 (62.6%); Uncertain—3 (0.753); No
answer—17 (49,).

d. Costs of maintaining the transfer agent depository concept, including a

message-switching eenter, under alternative F
ponls::(a‘lge;;-‘lm (47.6%); No—202 (47.9%); Uncertain—B (1.2%); No
answer— 3 /0)

Question 9: Should the definition of “beneficial ownership” for the purposes of
any of the proposed alternatives or any other alternative which may be proposed
for improved issuer-shareholder communications be clearly restricted to the right
to vote the respective securities (as distinguished from, for example, the right to
exercise investment discretion or to receive economic henefits)?

: Yes—290 (68.7%); No—105 (24.9%); Uncertain—5 (1.2%); No
answer—22 (5.2%).

Question 10: uld any pro alternative expressly assure protection to
companics against liabilities which might arise from the acts or omissions of
centrn]l maliling dcpositories{ centralized ordering depositories, transfer agent
depositories, or the like, including for cxample, any cg:l.ilenge to the validity of
a stockholder’s meeting or of any stockholder vote?

Response: Yes—410 (87.2%); No—6 (1.4S3); Uncertain—1 (0.2%);
No answer—5 (1.29). ' :

Question 11: Should any proposed alternative include adequate assurance that
no disclosure of beneficinl ownership will be required thereunder which might
involve any violution of a beneficial owner’s right of privaey or which might
otherwise involve violation of any legal requirement that the information be
kept confidential?

nse; Yes—344 (81.55;); No—62 (14.7%); Uncertain 3 (0.7%); No
answer—13 (3.1%,).

Question 12: May we cite egour company as a respondent to this questionnaire
when its resuits are published? i

Rerponse: Yes—315 (74.6%) ; No—105 (24.9%); No answer—2 (0.5%).



122

AMERICAN SOCIETY OF CORPORATE SECREVARIES’ SURVEY, ISSUER RESPONSES BY ISSUER SIZE
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