
 
 

   
   

 
 

 
 

   
   
   

 
 

      

          

 

 

 
 
 

 
 

 

 
 
 

 
  

 
 

 

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These historical documents, referenced below, often are cited in connection with proxy 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

( 
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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). 



entitled 

-13­

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-:" , 

}:
 
.:".,'
 

...~~ .. 
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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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issuer, custanarily'will not make any distriblttm to beneficial c:wners' 

until it has requested aOO received sutstantially all of its oroer. 

Short SUWlyin:J of naninees thus can cause a gap in the intennediaxy's 

current wcrk schedule aOO, later, when the additiooal material finally 

arrives, it may OIIerload the distribJtim cperatim. 

Finally, a problem of cocxdinaticn arises when the anJ'Ilal repcrt 

to shareholders aOO the prar:y statement are published by different 

printe;s cr printed at,different times. Me 14a-3(b) requires that 

the anooal repcrt to security holders acc~ ex precede the prCDty 

statement, rot the printil'riJ arx1 maililriJ of the anBJa1 repcrt and pracy 

statement DUSt be carefully cocxdinated in cxder to meet this -requirement 

if different printers are used. 

5. Late delivery to naninees 

l'a1en pracy material is available fran the printer fer mailing, the 

prevailil'riJ practice is fer the issuer er 1ts agent to fa:ward the proxy 

material to all shareholders of rec<Xd befcxe furnishin;J any naninees 

with their requested sets cf materials. 'Ibis mailing sequence c:x::eurs, 

in part, because the printer initially may deliver ally a part of the 

issuer's a:der. In such a situaticn, issuers may be reluctant 'to prOl1ide 

naninees with 'infa:mattci1 which sane argue wa1ld give material infarma­

tim to institutioos prier to its ma:e plblicdisseminatioo to all share­

holders of record. Another CQ1Si.deraticn to sane issuers is that requests 

fer materials are sanetiJles not sutmitted praIptly, am it may be ma:e 

efficient to fill all naninees' mquests at the same time. Regardless 

of tne reasalS, the effect is to further delay distriblticn to beneficial 

CJiriIlIers • 



... 
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6:-.. Carpressed prOleY seas<n .
 

All the delays associated with the distriwticn of proxy material 

are greatly exacerbated by the fact that moot public ccupanies ccnvene 

their annual meetings c# security holders durirg the perial l:etween 

MarCh an1 May, knam as the "prOleY seasm. II 48/ Carpanies schedule 

their meetirgs to l:e held shcrtly after their audited financial state­

ments becane available. W . 

The practice of haldirg shareholders' meetin.Js durirg the prCllCY 

seascn results in the processirg of such a large volwne of materials as 

to almaot oveIWhelm the system. 50/ NotwithstarXiing such blrdens, c<npani.es 

that subnitted caonent to the Cauni.ttee doobted that they wo.zid reSchedule 

their meeti.n;Js to other times of the year. Shareholders also may cppcse 

'exterxUng the proxy seasm. 51/ 

48/ Cmtinental Bank, for exanple, eatmented that 80 percent of the 
c~nies for which it acts as transfer agent hald meet1rgs within 
an eight week pericd • see File S7-911. 

.!21 With respect to a meetiDJ of security holders at which directQ['S are 
to l:e elected, Camrl.ssicn Rule l4a-3(b) requires that an annual 
report. ccntainiDJ audited financial statements a~'cr precede 
disseminqtim of the pracy- statement. 

SO/ IECA, which is highly autanated, estimates that in the height of the 
praKy seascn it processes as many as 200 different ccnpanies each day. 

2Y One individual invester stated: "i.nprovement in distriwticn (fran such 
a C'ilaRje) weuld l:e inversely prcpcctiooal to ·lcsses suffered by the 
ca:pcrate gOlJernance process" because unaudited quarterly reports wwld 
not: prOl7ide an ade<Jlate basis fer exercisiDJ amership rights. Content 
letter of RichaDi ShentOO, File No. 57-911. 
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7. General lack of kncwledge abwt the distriroticn process 

The task of disseminating proxy material throogh intermediaries to 

baneficial amers is perceived as both carplex an'.! ti.me-coosuming by many 

perscns involved in the process. One major problem is the extent to 

which issuers an'.! naninees fail to umerstarxl fully the q>eratioo of the 

system an'.! to avail themselves of methods an'.! procedures that are readily 

available to subStantially imprCNe perfa:mance. canpanie; carplying 

with the Ccmni.ssicn's proxy rules for the first time am cO\FUlies suddenly 

experiencing a dramatic increase in the percentage of their securities 

registered in street or naninee name are particularly liJcely to be less 

well infor:med abcut the existing process. smaller banks whim utilize 

another bank to register am hald the securities of their custmy acccunt 

custO'lErs also may Jma.i little, if anythiDJ, abCllt the precesS. 

8. Mail delays 

TPe existiDJ distriooticn system is alma;t totally Qeperr3ent 

upcn the pesta! service. '!'he issuer I s inquil:y to naninee holders am 

depositories: the respcnses fran these entities back to the issuer; and 

the actual dLC!triootioo of proxy materials by issuers, transfer agents, 

brokers, banks, and other naninees cr their agents are all caxlucted 

aJ.ma:;t exclusively thrcugh the mails. Many issuers utilize a private 

~l service to deliver the 1clrgest.ccders of prc«y materials to the 

New York bro1cerage fixins am majer ~ naninees. Unfcrtunately, during 

recent Years in which the percentage of all salicitaticns subject to this 
... 

distributicn network has burgecned, many l::elieve that the pesta! service 

..._--------------------­ - . 
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performance durir¥J the proxy seasoo has not kept pace with such increased 

demarxls. 52/ _.. 

9. Noo.-uniformity of proxy material 

The Carmissicn' s proxy rules do not regulate the size or shape of a 

form of proxy, proxy statement, or annual report. . Acccrdingly, the 

documents cane in all shapes arxl sizes. In sane cases, naninees are not 

able to machire process off-sized materials. In others, the autanated 

equipnent must be shut-dam alxJ recalibrated to harxlle such materials. 

y . The Carmissioo's Street Name study fooOO in 1976 that, "ma:>t brokers, 

banks, am issuers agree that the use of staOOard forms and procedures 

Calld significantly irnprOlTe the eamunicatioo process. II 'Ihe ally step 

in this direction since that time has been the deve1q:ment, by the IECA, 

of a starxlardized, machine-readable proxy card which it distrib.1tes, in 

lieu of the issuer's form of proxy. 

C. Ccrx::lusioos 

'!he Carmittee's analysis of the existir¥J system for transmitting proxy 

material to beneficial cwners has revealed that it can work well when all 

parties follGl'all the required p!:"acedures. It is, hcwever, wlnerable 

to disruptioo arxl delay due to a variety of factors. Sane potential 

bottleneclcs, such as the necessity fer two-step mailir¥Js 53/ and the 

~, ~. the ccrx::lusioo of· the American Society of Ca:pcrate 
Secretaries, in c~juncticn with.a n:anber of other or:ganizatioos, 
in Manual For Prill Solie!tatioo of Stock in Broker, Bank cr other 
Naninee Nalres I 1982} [hereinafter cited as ~ Solicitatioo 

.,'.? MaiiialJ. see also the eatment letters of GCA Ca:pa:atioo a:Ji:'l
';~ ~ ;~~: Merck & Co7;""File No. S7-911.
 

·:if
 
.. .. ~?'gt	 Fa: street ani noninee held securities, the issuer nust first forward 

the material to intermediaries, which then remail it to their cust~rs 
Who beneficially am the securities. 
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layering phenanenoo, are intrinsic to the interpositiooing of entities, 

other than the depcsitories, between the issuer and the beneficial cwners 
of its securities. Nooetheless, the initiatives umertaken in recent 

times by irrlividual issuers, brokers, banks, and the IECA, as well as by 

professiooal and trade associatiens, such as the American Society of 

Corpa:ate secretaries. ("ASCS"), the Stock Transfer Associatim ("STA"), 

and the American Bankers Associatim ("ABA"), demalstrate that this 

distrib.1tim system also can functioo nuch more efficiently. '!he 

Camdttee has been particularly iJIpressed by the potential for iIrprOl1ing 

cperatimal proouctivity by individual issuers, brokers, banks, and 

their agents. S~ of the lessens learned by individual a:ganizatias 

rray be applicable to the activities of all intemediaries or all issuers. 

The ABA, ASCS, the sm and the securities Irrlustry Associatim have 

un:lertaken educatiooal pra;Jrams which shCllld be extremely beneficial in 

this regard. 

Beyax3 these initiatives, tlie Camdttee believes that the greatest 

cpportunities for further inprOllement within the existing system will be 

frond.in two areas. First, current procedures shalld be mo:lified so 

that sane existing steps in the process, such as the notice, inquiry am 

respoose sequence t:e<pired for ea.dl layer of inter:mediaries, can be coo­

solidated or.eliminated. . Such restructuring shalld shorten the time 

required for distriootioo of material•. 5eeaXI, procedures and practices 

shalld be starrlardized to the maxiDuu extent pcssible. Standardizatioo 

will not mly sinplify the process, blt. also prcx}uce additiooal time 

savings by eliminati.n:J the dislocatiens associated with variations in 

procedures. 'Ibe Camdttee believes that adeptien of the follcwing recan­

mendaticns wiil result in the restructuring arrl starxlardizatioo required 



d 

:so 

... 

s 

-25­

to cpti.mize d~s~r.il::otioo within the existing framework. 

D.	 Rec<mnerrlatioos. 

1.	 RecalIneOOatioos fer Camdssioo actioo 

a.	 It is reccJl1lIeIiJed that Rule 14a-3(d) urxler the 
Exchan:3e Act be amerXled to require issuers to 
prO\7ide the Camdssioo and brokers, tanks and· 
other naninees with a notice of the record date 
of each annual or special meeting of security 
holders. 

centralizatim of all reca:d delte infomatim woo1d pemit inter­

uediaries to look to a single soorce for cmprehensive infa:matim 

eateerning the reccxd dates of eatpani.es regardless of whether the securities 

are listed m an exchar¥Je or traded in the OI1er-the-ca.mter market. In 

iDplementing this ameooment, the Ccmnissim shcold do whatever is nec:essaty 

to assure that a Cunulative list of record dates is published am updated 

dally. Ideally, such publicatim wculd be harxlled I:¥ a private verXIer which 

w01l.d maJoe the list available to all interested persoos. Disseminatioo 

of a ClJIlllative listing of record dates wa1l.d notify all layers of inter­

mediaries cmcurrently to ccmnenc:e the process of develcping am coo­

veying estimates of the runber of sets of the issuer's. pracy material 

they reeJ1i.re. '!'he filing requiranent also might inprorJe eatp1iance I:¥ 
.. , . ..
 

issuers with the other provisioos of Rule 14a-3(d).
 

b.	 It is reccmneOOed that Rule 14a-3(d) be further· 
amerv3ed to prO/ide that the "issuer's inquity of 
brokers, banks and other naninees be mailed first 
class at least twenty days prier to the record date 
for the meeting of security holders. 

'!he Camdttee believes that the existing requirement that issuers 

il'¥}1ire of Such reca:d holders at least ten days prior to the reca:d date 

dcles not prOl1i& adequate advance notice to intennedaries in light of the 

.... '. !lJmber of sub3equent actioos that IlUSt precede actual delivery of pr<lKy 



material to reneficial o.mers. -54/ '1'be Cannittee's recameroatim 

that the iD;lUiIy "be mailed ·first class'" wwld not fa:eclcse the use 

of means other than a first 'class mai1i~ so lCD] as the same degree 

of timeliness wwld re achieved. 

c.	 It is recarmended that Rule 14b-l urrler the Exchange 
Act be cmmded to rec:pire brokers to respcni to the 
issuer's irquil:y within seven days of receipt of the 
iD;IUiry. 

'!be	 Ccmni.ttee relieves that the existiRJ reference to the broker's 

obligatim to respaxl '"pralptly" is ambiguws. 'lbe Ccmni.ttee determined 

that a requi~nt to respad ~thin seven days was. not ally manageable "'~ 

fer subject .broker-dealers rot; also cc11l.d re met ~ bank ~ which 

voluntarily elect to adhere to the same starXfar:d. With the adoptim of 

a central recaXI date system which gives notice to all layers of inter­

mediaries siJ'lultanewsly, it shCllld be pcssible to receive and collate 

respcIlSeS fran all layers of intemediaries within the prcpased seven 

day time frame. 

d.	 The Ccmni.ssim shoold revise its internal proce­
dures am publicly state that unless an issuer has 
been advised ~ the staff prier to ~ seventh day 
fallcwing the fUiDJ date that e:atm:mts m;ry be issued, 
no ccmnents will be issued en the prelimiJliU:Y prcay 
statenent. 

ExistiDJ :qwe l4a~ requires that preliminary proxy material IlIlSt be 

filed with. the Camdssim "at least ten days prier to the date definitive 

ccpies of such material are first sent cr given to security holders." In 

the	 past, the staff regularly took ten days er ma:e 'to review all praty 

54/ 'ale Praty Solicltatim Mamal. recaDDeOOs that issuers prCII7ide 
intemediarles with at least 15 days advance notice, at 7. 
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statements .filed and to issue any e:atIIIents it might have. Under the 

staff's select.ive review procedures, if ~es are not alerted 

within ten days of filing that carments may be issued,. they are free to 

mail without further consultaticn with the staff. 55/ These actions 

taken by the caonission staff already have expedited the processing of 

. proxy material. The camdttee believes,· 1xIwever, that a slDrtened period, 

initially seven days and eventually perhaps five days, would provide a 
s 

reasooable period for the staff to sort proxy statE!l'lMimts am identify 

the ones on which ccmnents may be issued. The three &ri time saving for 

nost issuers would greatly expedite the printing arid dissemination of 

definitive proxy material. ~ 

e.	 It is recarmended that Rule l4a-3(b) be amended 
to excuse an issuer fran disseminating the annual 
report am proxy statement to any shareholder of 
reco¢ where .at least bolO consecutive annual meeting 
solicitations mailed to the shareholder's address of 
reoord have been returned undelivered, unless state 
law requires otherwiSe. 

:.'. The Calmittee believes that adoption of this reccomendaticn would" 

satisfy the obligaticn of the issuer to make a gocx1 faith effort to 

provide each security lx>lder with a proxy statement am annual report 
';~; ';' 

. in connection with a solicitation for an annual meeting of security 

.,------------------
SecUrities and Exchange camussioo, Press Release No. 80-60 
(NoI7e!rtler 17, 1980). 

Pursuant to this recoomendaticn, if a CCIlpUly" were notified by the 
CaTmissioo staff within the seven day period that the staff may 
issue cooments, the eatpany still would be able to request that 
the staff review and pre-cJ.ear the CXXlpaIly' s proxy card so that 
it could be printed. 



holders· at which direetexs will be elected. At the same time, it walld 

relieve issuers of the expense of printing am transmittiRJ proxy material 

that cannot be delivered for reas.Q'lS beyood the cootrol of the issuer. 

The cperatien of state law wa.tld centime to assure that security holders 

receive adequate notice of meetings. 

f. It is recarmerrled that plrsuant to Sectim l7A 
of the Exchange Act, a rule be adcpted, providin:l 
that depa;it:.ccies require bmJcs, as a cmditim 
for their participatim in the depcsitory system, 
to agree to disclose to issuers, upcn their request, 
.the identities of· c~ent banks for whan they 
hold securities in naninee name. 

Prior to the existence of the depcsitotY system aJX1 the piggybacki.1'l:J 

oc securities into it, issuers were better able to identify the banks that 

established corresparlent relatia'lShips with major banks for the purpose 

of holdil¥j the securities of their eustaners. Ncw, issuers have ceased to 

be able to easily ~cate with an iDportant groop of intermediaries 

haldiI¥J their stock. Restcril'l:J the ability of issuers to deal directly. 

with such intermedi~ries shoold speed up the process of prOKy distritutioo 

aJX1 solicitation. 

'!be Camdttee is aware that a runber of large New York banks are 

. voluntarily disclosing this infcxmatim to issuers upcn tbeir request.· 

This recounematioo wilds upon their initiative I:¥ rnaki.nJ such disclosure 

marrlatory for all bank participants. The CQ'lIIlittee does not. believe that 

adcption of this recameroation Walld deter banks fran becanl1'XJ participants 

in a depcsitory in view of the extensive benefits derived fran participatim 

in the depository systein. 

-28­
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. ~..	 It is re<:XJmended that 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. 

r :~~::'. 

·~t The carmittee believes that replacing the existing reference to 

"~:-ptooPt1y. forwardinJ materials with a specified turnaround time would.. 
~+ 

. ....';!idd significant ~rtainty to the Rule's operatien. Specifying the nuntler 
~~: . 

of daYS will permit issuers to better estimate the lead tirre required in 

:(ltder to provide beneficial owners with proxy material a reasonable t~ 

in advance of the meeting date; setting a definite time frame for the 

fotWa,rding of material also sOOUld assist brokers in scheduling their 

.processing of issuers' materials and would put issuers on notice that 

tmkers may have to take a certain anoont of time to forward their 

material. 

The camdttee concluded that the proposed standard, which calls 

for CXl1Pleting the.JDailing to beneficial owners by the close of busi­

ness on the fourth business day after receipt of the material, would 

provide brokers with anple' time to process materials for all sizes of 

mtpanies. The business day standaxd euployed in this reoatmendation, 

though establishing a short turnaround time, takes into acoount weekends 

aM other days ~ which ~ Day not be perfOIlOOd. Nevertheless, 

material should be processed am forwarded at the earliest possible 

time. The Camrl.ttee also believes that the staOOard is one with which 

bank roninees oould voluntarily a::oply. 

2. Reccmnerdation for legislation 

It is re<xmnended that legislatioo be enacted which 
\\1OU.ld give the Caunission authority to pranulgate 
rules iJIFosing responsibilities en bank naninees 
canpaiable to t:OOse i.rrposed on broker-dealers pur­
suant to section 14 of the Exchange Act. 
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In vie\li of the fact that the majoritY of naninee and depository reId 

securities are held by banks, the Comri.ttee concluded that there must be a 

means to assure that banks are follO\tling proxy processing procedures similar 

to those" i.nposed UfXX1 broker-dealers. ~ver, neither tne camli.ssion nor 

the federal bank regulatory agencies have statUtory authority to pt:all.l1gate 

such rules. The camlittee believes that investors holding securities in a 

bank custody account are entitled to receive proxy statements and other 

shareholder o:mroni~tions as prarp~Y as investors wOOse securities are 

held in the nane of a brokerage firm. 

The Camlittee is aware that the Trust Divisioo of the ABA has recently 

undertaken an educational program ~igned to i.nprove the distributioo of 

proxy material by bank naninees. While the ComIi.ttee awiauds this effort, 

it is too early to determine the iJlpact of such an undertaking, and, in any 

case, the Ccmnittee believes that there SOOuld be a means available, if 

needed, to assure an adequate level of performance by all types of Jnninees. 

Accordingly, the C<mnittee urges that enabling legislation be enacted as 

soon as possible. Such legislation would give the Carmission authority to 

prauulgate rules which would subject bank ~s to standards no higher 

than thoi.e with which broker-dealers JlU5t ~ly. The carmi.ttee believes 

that such legislation sOOuld make the federal bank regulatory agencies reo: 
~ible for enforcing arrt such requi~ts in the same manner that Coogress 

allocated responsibility am:xt9 agencies in Sectioo 17A of the Exchange Act. 

PeOOing enaet:ment of such legiSlatioo, it is the camdttee's desire and 

exPeCtat~on ~t the following factors w-ill prorpt banks to adopt policies that 

create a System as uniform as reasooably possible for s~lder <X:IIJlllni.~tiOO5; 

(1) ABA spoosored initiatives which already are underway; 

-<; •._ •.•_-_:.~-



Cii) eJ'lCQ1ragement fran the federal bank regu1ata:y agencies; 

(iii) the weight of the Ccmn.ittee's recarmerrlatioos in this Repa:t 
am the CCl'llni.ssioo, s final actioo 00 these rec<mnematioos; and 

(iv) the fcr:ce of plblic opinioo arisi.rv] fran successful inplemen­
tatioo of such recCl'llDeJ'XlatiQ1S and final actioos that will 
affect issueIS, braker-deal.ers, transfer agents, depcsitcries 
am other involved in shareholder camuni.catioos. 

3. Recannendati~ to issuers 

that 

• i' Y 

·if 

as 

a.	 It is recarmerr3ed that issueIS distribJte prexy 
materials to shaJ:eholdeIS at least thirty 
days prier to the meeting date. 

'nle carmittee does not believe it is ~ate to adept a 

regula~ requirement that issOOIS distribJte prac:y materials a 

fixed runber of days in advance of the meetirg, because there are too 

many variables OJer which the issuer has little er: no central. Never­

theless, the CCJI'IUittee is ccnvi.rx::ed that the single greatest Jaey to 

improI7i.n:J the transmissioo of prOltY material is the issuer's cannenciD] 

distribJtioo at the earliest pcssible point in tine•. Fer: this reascn, 

it is al:solutely essential that issuers develop a detailed plan of 

their activities in preparatioo fer: mailing the praKy material, in­

cludiD] a definite C<JIIIlitment to ls]in distribltioo at least thirty 

days befa:e the meetirg date. 'nle Securities Transfer Associatien of 

New Ycr:k C-STANY-) provided the Cannittee with data 00 the practices 

of 484 capnies far: which members of the associaticn t:abJlat:ed votes 

during the 19&1 PrCKY seasat. AR;lracimately 30 percent c£ the <XJJPaDies 

mailed their proxy material less than thirty days tJefore the meetin;J 

date. Experience demalstrates that failure to ccmnence mailiDJ l:¥ at 

least thirty days before the meetiD] can create problE!llS that reduce 

share representatioo cr: votiD] at the meeting•. 

• 
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The exchanges currently re<XIIItIeJ')j a thirty day lead time to their 

listed -oatpanies. In practice, many listed ooopanies begin distributicn 

forty days or !lOre in advance of the meeting. The camti.ttee urges carpani.es 

to begin the process as early as possible. 

b.	 It is ~ that issuers forward to 
n::mi.nees their requested sets of proxy materials 
concurrently with issuers' dissemination of proxy 
material to shareOOlders of record. 

The eatmi.ttee is concerned about any lag time between the issuer's 

mailing of proxy material to shareOOlders of record and 1ts deliver.y to 

brokers ani other tnninees of the sets of proxy material to be forwarded 

to beneficial owners. Since it necessarily takes mre time to provide 

beneficial owners with proxy material than to provide such material to 

owners of record, the camti.ttee believes it is critical that issuers 

dissemi.nclte the material for IXJllinees and record oolders concurrently. W 

c.	 It is ~nded that issuers take aA?ropriate 
steps to assure that a sufficient quantity of 
proxy material is printed in a timely manner 
so that there will not be production 'shorts in 
deliveries of requested materials to intermediar.y 
record owners. 

The i~ility of many issuers to provide intermediaries with all the 

sets of proxy material they have requested is a major soo~ng of the 

existing distribution system. As noted previously, intenrediaries seek to 

avoid IIll1tiple produc~oo runs for the ~ issuer during the proxy seasoo. 

Therefore, producticn soortages often delay distributioo of the proxy 

material until the intermediar.y's request has been substantially filled. 

The NiSE, in 1975, urged the Camdssion to -encourage issuers, to the 
extent possible, to forward material to brokers arrl other fiduciaries 
in a manner that \llOOld permit the mailing to their beneficial owners 
at about the S~ time that direct mailing fI:an the issuer occurs.· 
cemnent letter, File No.S7-581. 

---- -.._-~ -_. --.-­
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..	 I~ camdttee believes that it is essential for issuers to pil'l;X>int the 

~~:osuses of any. ~rtage in the production of proxy material arx1 take steps 

r".~. to ~ all requested materials are delivered in ~ timely manner to 

ies :) tedrers and other naninees. . 
~?" 

d.	 For the purpose of distritJuting proxy solicitations 
nore evenly throug1nJt the year, it is i:eocmnended . 
that issuers consider revising the date of their annual 
meeting of security oolders so that the meeting· is not 
convened during the proxy seasoo (March, April or 
~y). 

SchedulinJ the meeting of security b:>lders outside the ProxY seasoo ­

sb:luld iDprove disseminatioo of an issuer's proxy material, because the 

<XJIIleti.r¥J demands Upon intermediaries are substantially less at other 

times of the year~ Issuers which reschedule their annual meetings s1x>ul.d 

be able to rely en their certified financial statements unless there had 

been a material change in the cx.upany's financial a:n1ition since the 

7 date of the auditors I report. 

4.	 Re<xrrr1SIdaticn to self-regulatory organizations 

It is rea:mnended that the self-regulatory organiza­
tioos (exchanges and NASD) develop uniform billing 
procedures which include information on the broker's. 
date of receipt of proxy material fran the issuer and 
the date of mailing such material to its custane~.. 

'!be Carmi~tee believes that inclusion of the broker's date of receipt 

of proxy material am the date of mailing such material to beneficial amers 

will provide issuers with meanin3£u1 inf-or:mation about the performance 

of brokers in the distributioo process. 

5.	 Recalloe.ndatioos to bank naninees 

a.	 It is i:eocmnended that the federal bank. regu­
latory agencieS· am the ABA urge banks to revise 
their internal prociedures so that the followi.rxj 
recoros are maintained with respect to proxy 
handling procedures: . 

.
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1.	 Issuer search card receipt and return dates: 
2.	 Mailing dates of the bank's search cards 

to correspcndent banks: 
3.	 Receipt dates of proxy materials: and 
4.	 MailW:J dates to beneficial owners. 

The Conmittee believes that the retentioo of such informatioo by 

bank naninees. would enable then to better evaluate ard to inproYe their 

performance in transmitting proxy material to their custaners on a timely 

basis. They also will be able to better respond to questioos frau issuers 

ard custaners regarding disseminatioo of proxy material. The rules of 

the exchanges already require I'OeJIiJer broker-dealers to keep detailed 

records covering the solicitatial of proxies and to retain suc:h records 

. for three years. ~ 

The Ccmnittee urges the ABl\ to encourage its JDeI'It)er banks to retain 

such records and to continue its efforts to educate banks about awro­


priate procedures for disseminating proxy material. The CCl1Ini.ttee also
 

asks the federal ~ regulatory agencies and the ABl\ to urge banks to
 

retain such records for three years for the reasons set forth by the
 

Ccmni.ttee.
 

b.	 It is reocmnended that banks urge their custaaers
 
to mark, sign and return their proxies.
 

sane bank naninees have developed lOOdel letters whic:h can be used
 

to urge bank custaners to mark, sign and return their proxies.. Bank
 

naninees which have disseminated the letters to custaDers along with
 

the proxy material report a resulting increase in the percentage of
 

their custaners who vote. The Comdttee endprses these JOOde1 letters
 

and urges each layer of banks to utilize them. ·59/
 

~	 New York. Stock Exchange Glide .2452.16. American Stock Exchange 
Guide .9529.16. 

W	 The JOOdel letters are set forth as AFPendix D. 

~----------------------_. --....-..
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Chapter III 

A. Existing Voting AIr~ts 

Under state law the legal rights relating to security ownership,
 

including the right to vote, reside in the owner of record. §!l/ In
 

practice, however, the registeJ:ed owners of street and other nani.nee
 

name securities vote, if at all, aOCOl:ding to stri.D3ent standaD3s de­

signed to protect the interests of the beneficial owners of such stock.
 

li>st street and roni.nee name securities are registered in the name of 

ale of the depositories. SbJrtlyafter the record date for the issuer's 

meeting of security oolders, each depository sends an.aJnibus proxy to the 

issuer which assigns the depository's voti.ng rights to its participants in 

accordance with the number of securities held for each participant '5 account 

as of the record date. Thereafter, the depositories cease to be a factor 

in the voti.ng process. 

Bank participants hanlle voting differently for: their d:i.s<:retionat:y and . 

noodiscretionazy accounts. With respect to securities held in discretionary 

accounts, the bank usually poese~es voting au~ity p.1rSuant to a written 

~ see,·~., 8 Del. Code S213 (1979).' 
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agreement between the bank and the custaner. For custody acooun~, the 

bank rarely, if ever, PJSSesses voting autOOrity. Therefore, with respect 

to custody acoounts, bariks generally sign the proxy in blank and. forward 

it to the beneficial owner so that the beneficial owner can mark the proxy 

and return it directly to the issuer. This procedure JII1St be repeated by 

each layer of banks wlxJse custaners'. securities are held in custody accounts.· 

Voting by brokers, ~r, is subject to roth regulatory and sel£- . 

regulat;ory supervisial.. Sectioo l4(b) of the Exchange Act makes it unlaw­

ful for any registered broker or dealer to give or to refrain £ran giving 

a proxy, consent or authorization with respect to the securities of its 

custaners in contraventioo of rules the ~ion determines to prescribe 

as necessary or ~riate in the public interest or for the. protection 

of investors. '!be o:ami.ssion has· exercised its aUthority under section 

l4(b) only to the extent of regulating proxy distribution. 

The NYSE arxlthe AMEX have adq>ted rules governing the voting 

of shares held for beneficial owners. The rules of the exchanges 

forbid J\ESli)er fitm9 to vote shares registered in their name or the 

names of their nau1nee except in accordance with the exchange's proxy 

rules. 61/' MerlDer fis may adc.pt one of the fol.lowing specific voting 

procedures: (1) tabulate voting instructions (in the fom of the issuer's 

proxy card or a special voting instruction form) fran beneficial. owners 

!!I New York Stock Exchange Guide '2450: American Stock Exchange Guide 
f9527. . . 

-~~ ..~- ._- --"---~'~- ._. "-- .._........
 



lCCX)Unts. 

See ~rally, New York. Stock Exchange Qlide '2450, et seq. J 
Amer1can Stock Exchange Qliae '9526 et seq., and NASI> Manual '2151.05• 
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. 
fron voting a proxy unless the stock was in the physical possessioo of 

According to staff of the HYSE, its original rule relating to voting 

by brokers was adcpted in July 1927. '!be rule prohibited a IllE!l'lber fil:m 

and subnit me or JOOre signed proxies in its capacity as the registered 

in many a::apani.es failin;J to obtain a quorum. 

such IIleIItler. At that .time, many transactioos were settled via the assign­

ment of Securities and delays in transfer were cawat. Thus, in order for. 

proxies to be voted, the stock had to be traced. As a result, it was very 

difficult to obtain a quorum for a st:ocJdx>lders' ueeting. 

In Noventler 1934, policies, as distinguished fran a rule, were adcpted 

by the NYSE to petmit member finns to obtain proxies fran listed carpani.es, 

pre-sign the proxies and send them 00 to custaners for voting and return 

to the issuer. This procedure also was not very successful an) resUlted 
• • o. 

holder of recordr or (2) pass voting authority through to the beneficial 

"owners by signing proxies in the meni::ler fir:m's or its naninee's name ard 

forwarding them to the beneficial ~rs for voting and return to the 

proxy tabulator. It is the general practice of brokers and their proxy 

agents, with a few exceptials, to' follow the first procedure as outlined 

tic 

!If­
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In December 1937, the NYSE established rules requiring member finns 

to transmit proxy material to beneficial CMlers that also permitted a 

J'IleIIi)er to vote on the tenth day prior to the meeting whenever a non­

material matter was being considered at ,the particular neeting am 

instructions were not received f~ beneficial owners. The history'of 

developnerits in this' area at the AME:X has been substantially similSlr. 

. Under the exchanges' current rules, a member fiDD Dl1St vote shares 

held in its own or its ocminee's name in accordance wi~ instructioos 

received frau the beneficial armers. §Y Provided the matter being 

presented to shareholders for oonsideration is uncontested, adequately 

disclosed, and -does not include autb:>rization for a nerger, consolida­

tion or any other matter which may affect substantially the rights or 

privileges of such stock,- a ItB1Iber fiDD may vote any uninstructed shares 

"at its discretion" as a record CMner of the stock. These rules affect 

unlisted as well as listed oarpimies since they derive frau the exchanges' 

re9Ulatioo of nerber brokel;-dealers rather than issuers. 

The rules provide that if the proxy material is transmitted to beneficial 

owners at least twenty-five days before the meeting, the broker can vote the 

uninstru~ shares fifteen days Prior to the meeti.D;J. §Y If the material . 
is transmitted at least fifteen days before the meeting, 65/ then the broker 

can vote uninstructed Shares ten days "before the meeting. If the proxy 

material is mailed less t:bap fifteen days in advance of the meeting, nerber 

§/ New York StoCk Exchange Qrl.de '2452~ American Stock Exchange Guide 
'9529. 

2Y ~, ~., American Stock Exchange Guide '9528. 

65/ Id. 
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organizations ~ oot permitted to vote on any matter without instructioos 

£ran the beneficial owners. 66/ '!he Rules of Fair Practice of the NASD permit 

its netlers, wOO may oot be mesrbers of one of the exchanges, to vote custauer 

shares if they CCIIply with the pertinent rules of one of the exc:han9es. §1/ 

These self-regulatory rules "pennitting broker-dealer voting are referred 

to as the -ten-day- rules. Under the present ~tem, when bl:dter-dealers 

exercise their right to vote" shares without instructions, they al.mJst 

al~ys vote -for- the issuer's director naninees and positioos. 

There is 00 rule or practice similar to the ten-day roles used by banks. 

The ex~' rules list a ruaber of specific prooposed transactioos 

00 which brokers may oot vote witOOut specific custaner instructions. !y 

When action is to be taken at the meeting of security holders on matters 

which are oontested or may affect substantially the rights or privileges 

of the stock, the exchanges encoura<]e listed eatpanies to subnit their 

preliminary proxy material to the E!xchange for review. 69/ Such review 

petmits the exchange staff to detemine, cmn:.J other things, whether 

brokers are permitted to vote uninstructed custaner shares on the 

matter and to set forth their ccnclusionsin their weekly bulletin. 

- Upon receipt of requested sets of proxy material, brokers con­
: .~; . 

'{::-SU1t the exchanges' bulletins to classify the issuer's proxy statement. 
" ~ . 

Ikokers pr:Oyide beneficial OWDeES with a letter explaining voting pr<r 
.......
 

The content of the bl:dter's
 

Id.
 

NASI> Manual '2151.
 

New York Stock. Exchange Guide ,2452.11. American Stock Exchange
 
Guide '9529.11.
 

~, ~' N.Y.S.E. c::arpany Manual at A-l32.
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client letter varies depending upon whether the broker is peoni.tted to 

vote on all, sane or none of the proposals wit1nJ.t custaner instructions. 
.,\

Thus, the proxy statement cannot be forwarded to beneficial owners until 

it has been properly classified and the ~opriate client letter inserted. 

B. CUrrent VOting Practices 

The best test of whether the existing system is adequately func­

ti~ is the percentage of shares represented at issuers' meetings 

and the Voting rates at such meetings. The Cdmdttee has gathered 

informatioo on quorum representation, voting on substantive matters 

and voting by foreign shareOOlders. 

With resPeCt to quorum voting, the camdttee received information 

fran several sources. In the spring of 1979, the ASCA surveyed over 

700 ocupani.es about several matters, including the percentage of shares 

represented at the last annual meeting. Acoording to the results, only 

8 percent of issuers had less than 70 percent of their shaJ:es represented 

at the meeting. ~ STANY provided the Comni.ttee with information about 

changes in quorum representation between 1980 and 1981 for 484 CCIIpaIlies. 

Of tOOse responding, 237 cnIpanies had higher quorum representation in 

1981 and 189 had 1CMer qoorum voting, with 58 carpanies i~iCating no. . 

change. 

In its Release soliciting pililic o:mnent, the Camdttee sought 

informatioo about the recent experience of issuers regarding quorun 

voting rates and votir¥;J rates on the substantive matters for which 

broker-dealers cannot vote without custaner i.nstructions. Seven 

cxmpanies indicated they had experienced a decline in quorum voting, 

70/ ASCS, Corporate <:amnmications Report 26 (1979). 
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ranging fran one percent to seven percent. On the other hand, six 

<XJIPalli.es stated there had been no decline, or an increase, in quorum 

representation. '!be carments sul:mitted with respect to voting rates on 

substant~ve matters also were mi.xed. 1Y 

The camdttee also requested cxmnent on the question of whether 

foreign shareholders in American corporations are reluctant to vote, and, 

if so, whether non-voting by this group Posed a prOOlem. Nonvoting by.	 . 

ftxeign holders was viewed as a possible problem by several carroontators. 72/ 

First Natiooal Bank of Bostoo believed that a1ly about 20 percent of the 

shares amed by foreign beneficial owners w8s voted. It Was asserted 

that part of the unresponsiveness of foreign shares may be due to the 

mre11abilityof intemational mail service. 73/ Most carpanies indicated, 

Ix:wever, that few of their shares were <:Mned by foreign beneficial owners 

and that their voting response was not adversely affected by the extent 

of foreign investment in their carpany. 

UrxloUbtedly, there are a variety of re.asoos why foreign beneficial 

armers may be reluctant to vote. several major bank naninees have in­

formed the Ccmni.ttee, however, that they have met with JOOderate success 

71/	 Ten ccmnentators reported a decline in substantive voting or difficulty 
in achieving necessary votes; five reported no change and two reported 
an increase in voting rates for ,substantive matters. 

72/	 Ccmnent letters of Westinghouse, Maryland Natiooal Corporation, 
Allied, G::A Corporation, First Natiooal Bank of Bostal, File No. 
57-911. " 

73/	 Carment letters of Maryland National Corporation and GCA Corp:>ration, 
File No. S7-911. 
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in urging ..foreign holders to mark the proxy at least for quorum purposes 

and to abstain on particular voting i terns 00 which they do not wish to 

cast a vote. 74/ 

C. Conclusioos 

'!be Qmnittee 'believes that street and roninee stock registration 

has had only a minor affect upon the ability of cx:mpanies to achieve a' 

quorum of shares at their annual meetings. The carmi.ttee -is aware that 

t.here are isolated instances where one oarpany or another has failed to 

achieve a quorum, but, the Ccmnittee belieVes that once a carpany has 

experienced a quorun problem, steps are taken to assUre that the problem 

does not recur. The carmittee is unaware of any case where this problem

II 
r has recurred. 
I 

The Carmittee believes that there are potentially greater problems 

relating to voting on the substantive matters on which brokers cannot 

vote without custaner instructions. At least sane c::arpanies have re-' 
ported a slQi, steady decline in, voting on major questions over the past 

few years and express serious conoem about the future. A carpany's 

oomnitment to actively solicit votes arXJ follcw-up 00 tmYOted shares is 

, a necessaxy precondition to satisfaCtory voting rates, but ~ven such 

actions may not always be sufficient. '!be Ccmni.ttee has a number of . 
reccmnendations that slx:luld help address perceived problems relating to 

declining voting rates. 

74/ Presentation by Mr. Frank Gibbs, Vice President, Manufacturers 
Hanover Trust Co. 
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D.	 Reccmnendations: 
I 

1.	 RecXJmendation to the camdssion 

It is recarmended that the carmission not abrogate 
the lO-day aOO lS-day proxy voting .rules of the exchanges. 

The Staff Report on Corporate.Accountability expressed ooncern
 

tion
 :atout certain practices related to the lo-day rules of the ex~. 75/ 

lie a -~ 

'The eoomittee believes that it is i.np)rtant to preserve the ability of 

that 
. brokers to vote the uninstructed shares of their ~taners so long as
 

~ to
 
those custaners have been given an adequate explanation of the voting 

practice and a reasonable ogx>rtunity to vote. JY Without· this ability, - ..•xi>.lem 
.'.I.'

\.< the Coomi.ttee believes that many business matters requiring a shareholder 
li>1.em 

vote will either fail for lack of the requisite vote or 006t issuers 

unnecessary expense in order: to achieve their passage. 

2.	 Re<xmDendations to the self-regulatory organizations 

a.	 It is recarmended that the exchanges codify 
their informal interpretive ruliD1s with 
respect to the 10-day rules in order to better 
inform broker-dealers and issuers of transactions 
requiring specific custaner instructions. 

The	 exchanges' provisions that prohibit roentler brokers fran voting
lis 

uninstructed shares on any matter that may substantially affect the
• 

rights and priviledges of the listed securities are not self-operativl1. 

Each proxy season the staff of the exchanges are frequently asked to 

analyze matters being ixlt to a vote and to decide whether or nOt broker 

The staff expressed -serious concerns about pemitting brokers to 
vote stock held in street or naninee name in the absence of specific 
voting instructions fran the stock's beneficial amers.· Staff Report 
on Corporate Accountability, ~ note 9 at 352-59. 

To acccaplish these, the camlittee is reoarmending preparation of 
a brochure on voting procedures for beneficial owners and is recan­
mending review of the exchanges' rodel client letters for passi ­
ble clarification. 



-44­

votiB;;J is permitted. '!he purpose of the recarmendation is to make these . .... . 

infotmal interpretive ruliB;;Js rendered each year by the exchanges 

readily available to all issuers am intennediaries. 

b.	 It is recatmen:led that the exchanges Ie­
~ize to listed carPanies the iu;x>rtance 
of timely sut:mission of proxy material for 
review by the exchanges whenever substantive 
matters are to be voted upon by security 
oolders. 

sane -listed carpmies do not stbnit their preliminary proxy material 

to the exchanges for review. l'alen this occurs, the exc::haJ'¥Je is not always 

able to rule UPJIl the awlicability of the ID-day rules am publish its 

rulirg in the weekly bulletin prior to the t1Ire the broker receives its 

!! 
't requested sets of proxy material frau the issuer. Because brokers utilize 
[ 

the infomation in the bulletins to detetmine which fom of client letter 

to include with the proxy maUiD3, the issuer's failure to sl.tJnit preli ­

minary proxy material to the exchar¥]e can delay ~ distribution process. 

'1lle Catmittee's reearmerxlation to the exd1ar¥Jes is intemed to rectify 

this situation. 

c.	 It is recannerxJed that the NASI> asSllle responsi­
bilities similar to those assuned by the national 
exchanges with respect. to the votin;) of ~s 
held il1 broker name, both in teDllS of providiB;;J 
guidance to nanlisted eatpanies an:) to OOImenber 
finns. 

'!be NASD has indicated to the Cotmittee its williI'XJness tc:> participate 

in improviB;;J the process by which issuers ex:mnunicate with their beneficial 

awners. '!he Ccmnittee believes that c:amunication between NASDAQ carpanies 

am their beneficial owners would be greatly iJrproYed if the NASD assl.ll1ed 

reSIX>nsibilities, such as the developnent of JOCrlel client letters, which 

are similar to those assumed by the NYSE am AMEX. 

~--_.-._._-_." - -.~. 
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d·.	 It is reccmnerx'ied that an education program be 
conducted by the NASD to inform NASDAQ e:atq;)anies 
of the a:r;:.plicable proxy processing procedures. 

'!he Cannittee believes that many NASDAQ canpan1es are not aware that 

the NASD's Ibles of Fair. Practice ally peDllit JIleDber firms to vote 

uninstructed shares pursuant to the lo-day rules of the exchanges •. 

'!he prop:JSed education program should address both the operation of 

the IQ-day rules and describe aw,ropdate proxy handling procedures 

for NASDAQ cx:inpanies. 

'e.	 It is reo::ciillended that the exchanges review 
for clarity the language currently Used in 
their mdel client letters. 

'1he Catmittee believes that the exchanges' trodel letters can be made 

nore informative and meaningful to beneficial owners without unduly in­

creasing their length. With greater clarity, the client letters might 

help increase voting by beneficial owners. 

. f.	 It is reocmnended that the exchanges oonsider 
whether the following provisions in the lo-day 
rules should be m:xUfied in line with current 
ex>q:orate practices while remaining aware of the 
need to maintain desirable checks am balances 
on corp:>rate action to protect shareholders' 
interests: 

(1)	 developing a percentage limitation in place of 
the blanket prohibition of NYSE Item 6 (authorizes 
or creates iooebtE!dness or increases the autho­
rized amunt of Uldebtedness); 

'1he	 Cannittee does rot believe that a blanket pttbibitioo is necessary 

for	 the protection of shareholders. 

II 
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(2)	 raising the percentage limitation in NYSE Item 12 
fran 5 percent to 10 percent (authorizes issuance 
of stock, or options to purchase stock, to directors, 
officers or eq>loyees in an aroount which exceeds 5 
percent of the total amun~ of the class outstanding); 

Raising the thresoold seems ar;propriate to the Ccmni.ttee in view of the 

fact	 that a wide range of E!!lFloyees typically participate in such plans 

and	 the average number of shares authorized in such plans bas increased. 

(3)	 establishing a materialityo standard in NYSE Item 
17 (authorizes a transaction not in the ordina~ 

course of business in which an officer, director 
or substantial security wIder bas a direct or 
indirect interest). 

The Comnittee believes that the standard should be revised so that 

voting is prdlibited only where the substantive rights of share1x>l~rs 
01'I
:£ may be affected, because of the nature of the insider' s. 
•I
 
i
 nature of the transaction. 
,­
j 

interest or the 

g.	 The exchanges and the NASD sOOuld facilitate 
the preparation of a brochure to be supplied 
to brokerage custaners explaining proxy voting 
procedures. 

The	 camli.ttee believes that -beneficial CMlers will be I'IOre likely ~ 

to participate in the cot:pOrate electoral process, and better prepared 

to do so, if they are well infcmned about the process by which shares 

held in street or other rx:minee name are voted. Providing an explanatioo 

of proxy voting proeeduresis an iJrportant part of the process of regis­

tering securities in other than the Dame of the beneficial owner. '!be 

self-regulatory organizatioos sOOuld pratFtly arrange -for the preparation 

. 

.
 
I 
.~. 
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i 
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of such a broclure. J]J. The self-~tory organizatioos shwld take 

appropriate measures to enSure that each beneficial owner is provided 

with a brochure containing such infocnatioo. 

3.	 Recx:mnerx'iation to the banking industry
 

I t is reocmnended that the ABA. prepare a similar
 
brochure 00 voting practices for bank custody
 
acoOunt OJStaners.
 

The camli.ttee believes it is equally inp:>rtant that the beneficial 

owners of custody accounts be provided voting procedures informatim. 

The ABA. is urged to work with the securities self-regulatory organiza­

tioos to develop a brocOOre, oognizant that the diffei:ent voting ~ 

cedures of banks will affect the content of a bank brocbJre. 

-1 
.~ 

77/	 In view of the fact that a similar reocnnendatioo made in the 
1976 Street Name Study has not yet produced the btocIme, PtaIPt 
actim is needed in order to achieve the statutory purpose of 
sectioo 14 of the Exc::hcDJe Act. 

;0. 
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'-IMPOO\7lN3 DISSEHINATI~ OF IN'l'ERIM REPORl'S AND OIHER 
SHAREHlImR CXJMmCATICNS 

A. Current Requirements arx'J Practices 

The New York, American and Midwest stock exchanges currently require 

that ciuarterly financial results of listed coopani.es be published. 78/ 

Further, the NYSE and AMEK ~ their listed carpan1es to disseminate 

quarterly financial reports to shareholders. W At present, ~r, 

there is no regulatory or se~f-regulatotyrequirement· that public ooJ:POra­

ticns disseminate interim reports or corporate <Xl1IlIJnications, other than 

;, 
Prt?XY statements, to shareholders. 

, 
.; 

... 
( 

'!'he rules of the NYSE arx'J the AMEX do require mesdJer broker~ers to 
~ , 

assist in the transmission of all types of shareholder oamunications, 

not sinply proxy materials. Specifically, a NYSE rule requires men'ber 

fUrns to tranamit interim reports and other material to each beneficial 

owner of street or ocminee held securities when requested to do so by an 

issuer and ~sured that.. i.t will be re:inb.Jrsed for all i ts out~f-pocket 

expenses. 80/ The AMEX has a similar rule. 81/ 

78/	 N.Y.S.E. Cc:Jrq;lany Manual, "Timely Disclosure", SA-21 American Stock 
Exchange QJide 1100441 Midwest Stock ~ Q.1ide 11879. 

JJ.I	 New York Stock Exchai¥.:Je, -Recannendations and Catments 00 Financial 
Reporting to Sharerolders and Related Matters: A White Paper- 17 
(1973>1 American ~tock Exchange, C5JIpany Q.1ide S625 (1979). 

80/	 New York Stock Exchange Guide '2465. 

81/	 American Stock Exchar¥Je Q.lide '9537. 
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B. Problems 

The Ccmnittee solicited infonnation about any iJrpediments encountered 

by issuers, broker-deale~ and beneficial owners in connection with the 

dissemination of interim reports and other sharebolder c:amamications. 

The Charter of the lldvisory carmittee directed it to investigate, in 

particular, inconsistent practices by issuers with respect to the dis­

semination of. interim reports to owners of record and to beneficial 

owners. The Cannittee reviewed the l:esults of a survey of awroximately 

750 c:anpanies conducted by the ASCS. 82/ The results indicated that 98 

percent of the responding calpmi.es issued interim reports to shareholders, 

but 5 percent of the a:IIPaTlies had a p:>licy of providing interim reports 

only to record shareoolders. Only 36 percent of those disseminating 

interim reports stated that they requested brokers and naninees to 

forward interim reports· to beneficial a.mers, 83/ as cg;a;ed to merely 

responding to unsOlicited requests fran such brc*ers and other roni.nees. 

To assist the Cc;rrmi.ttee in .obtaining additional information, the 

National Investor Relations Institute surveyed a sanple of 1660 cx:m­

panies in the Fall of 1981 and received responses fran 465. All the 

respoodents stated that they published interim reports. Ninet:y-seven 

percent mailed such reports to record sharelx>+ders and 89 percent also 

distributed interims to beneficial owners. For those mailing to bene­

ficial. owners, -50 percent stated they did so only in respoose to a 

.. 

e. 

82/ Corporate C£JrmmicatiooS lePC>rt, ~ note 70, at 36 et~. 

83/ Id. at 39: 



ficial owners. 

'!he Ccmnittee ident.ified a second obstacle to dissemination of interim 

'!he carments "subnitt.ed in response to the Ccmni.t.tee's Release alSo 

su9gest that. a nlllliJer of cx:opanies ally sem interim reports to record 

owners. The carments make it clear that JOOSt. carpanies do provide adcU­

tiona! copies to roninees upon their ~est for distribut.ion to bene­

• 

-so­

specific ~est. for material fran the broker or other raninee. In 

interpreting the results, Mr. John Fuller, ~ ooOOuct:ed the survey, 

opined that many ooopanies relying solely 00 requests fran brokers 

probably are not. aware that. the stock exchange rules ~ire brokerS to 

transmit interim reports to beneficial owners if requested to do so by 

the issuer. 

• 

reports to beneficial owners. It was ooted that. the efficient. distribu­

tion of material by broker-dealers deperxls, in part, upal their receipt. 

of advance ootice fran the issuert:hat. it wishes to have the broker 

00 advance warning, the broker's operations may be disrupted resulting 

in a delay in forwarding such material. 

A th~rd obstacle identified by the Q:mni.ttee was the fact that it 

is not. unusual for SCIre brokerage fims to treat the disseminatim of 

interim reports or other non-proxy <X1IIII.U\icatioos as a low priority. 

On sane occas~ons, a braker-dealer rray take a IOOIlth or IIDre to forwcu:d 

such material to beneficial owners. several corporate <XJIIIIentators 

.. 

f: transmit interim reports or other material at a later point in time. 

When materials to be forwarded to beneficial owners are deli\-~red with 

.. 
r. 

< 

. f& 
. .. 'It 
. ': l~.. 
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t.ook the pcsiHon that UBria~ted delays t¥ naninees and the 1ayeri.n:J 

of shareholdi1l3s made it diffla1lt er inpassible to deliver interim 

reports to beneficial cwners in a timely manner. 

c. Ccnclusioos 

'!he Comlittee firxm that there is a clear need to improue the
 

prcx:ess tX distribltinJ interim repcrts and other camuni.caticns to
 

beneficial armers since it is pres\llled that mast beneficial owners have .
 

as great a need and. desire to receive interim financial infa:matioo as
 

ream .shareholders. Brokers arxl issuers share teSpcnsibility fer the
 

present shortccJni.D3s. Fer exemple, if a broJler's needless de.tiry in
 
! 

. fcxwardi1l3 material ca1Vinc:es an issuer that timely delivety eX material 

to beneficial cwners is inpossible, the issuer may be ioouced to adqrt: a 

polic.y of mai:'irr:] interims a'lly to reca:d holders. On ~ other hand, 

issuers that do not coosult with intemediaries in advance to ~ 

fa: distritutien are inviti1l3 avoidable delay in the delivery of the 

material to beneficial aomers•. A significant factcr is lack of Jcrnrledge 

I:¥ issuers that IrOkers are OOl.igated to distrihlte interim repcrts if 

recp!Sted to do so aoo ~red c1 reimbirsement. ~ 

The Camdttee swght Plblic COlI'IleIlt en suggestiQ'lS that issuers 

be required to disseminate lxn-pre«y material to beneficial owners cr 

to disclcse to shareholders their procedures fer disseminatim c£ such 
. .. . 

materials. The carmittee cmclOOed that it did not wish to bmlen 

84/ New Ycrk Stock E:xchan;Je GJi.de S2465; 1lmerican Stock Exchange Glide 
59537. 
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issuers with aailt100al requirements in this area. The CamLittee also 

ooncluded that it would not be awrqlriate to reoctIIIlend that there be 

mandattty disclosure by issuers of their dissemination procedures. The 

:imDediate effect of a disclosure r:equi.rement would be to edm:rass can­

panies, which the Canni.ttee believes is an iaptoper metOOd of r:egulatioo. 

Of oourse, issuers are free to include a statenent in ~ir annual report 

to shaJ:eOOlders, or elsewhere, which explains 101 beneficial owners can 

obtain the issuer's' interim teports. 

The CoImittee bas the fol.1.cMnj reo::mnendati.aU3 to facilitate the 

timely distribution of interim reports and other CXIlIIUIlications to ali 

beneficial owners witlxlut inposing additional butdens al participants 

in the process. 

D. Recarmendatioos 

1.	 ~tions to issuem 
r. 

< •	 a. It is reoollllleuded that issuers disseminate'. ­
interim reports to sharet¥>lders. 

" :: The caimi.ttee believes it is in the interest of all c:alp1I1ies to" 

provide their shaxelxllders with up-to-date financf:al infor:maticn through­

out the year. Since there is no assurance that the interim financial 

results of all issuers will be published or. widely available to the 

i.nveStibJ public, the Colmittee w:ges ~rs to distribute such reports 

directly to sbareIx>lders. 

b.	 It is reoarmended that issuers send the sane 
sharelD!der CXIIIII.U1ications to beneficial owners 
that they send to record owners. 

The Carmittee can find 00 legitimate PJblic policy grounds for 

d~stinguishing between beneficial arid record owners in this respect, 
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particularly since such a large percentage of all shares is owned by 

beneficial owners. Issuers should make an advance inquiry with inter­

mediaries to detemine the nunber of sets of interim reports or other 

material needed for distribution to all beneficial owners unless they 

already have obtained this data as a result of other recent mailings. 

'Ibis step., together with adoption of the following recomnerx3ation, should 

ensure that any material sent to beneficial owners will be receivee) by 

them in a timely marmer. 

,2.	 Ie<xmnendatioo to 'self-regulatory organizatioos 

It is ~ that the self-tegulatmyorganizations 
(the exchanges and the NASD) amend their existing roles to 
require their mentiers to make timely distributioo of share­
holder CIClIlI1lUnicatioos other than proxy material. ·Timely· 
would be construed as five business days after substantial 
teeeipt of materials with prior notice to naninees, am seven 
business days after substantial receipt of materials with no 
p:-ior notice to naninees. 

'!he tecarrneOOation is intended to pr:ovide greater assurance that 

interim financial results am other OOJ1l1Wlications are delivered in a 

timely manner to beneficial owners. 
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'!HE FFASIBILI'XY OF PFVIlIDIm A MEANS FOR ISSUER> 
'10 IDENTIFY BENEFICIAL CMNER) 

It has long been asserted that oorporate-shareOOlder carm..mications 

would inprove deJoonstrably if issuers were provided with the identities 

of beneficial owners for the pmpose of directly oatJ!lUl1icating with them. 85/ 

The Coomission has 9iveil oonsideration to this possibility in the past~ !Y 

M:>reover, regulatory bodies in other countries with systems of naninee 

stock n!CJistratioo have Plrsued beneficial owner identification' to the 

issuer as a means of overc:ani.r¥J the effects of naninee registraticin on 

sharelx>lder Camunicatioo. ~ 

The issue of sharel'x:>lder identification and direct oc:mm.mication 

generated the JOOSt intense debate and deliberation by the carmittee. The 

canni.ttee's discussion centered on developing answers to three questions: 

1. SOOUld issuers have access to the identities of 
beneficial 0I<merS? 

see, ~., the statement of C.V. Wood, Jr. on behalf of the 
Camri.ttee of Publicly Owned Co!pmies1 a::mnent letters of Alpha 
IOOustries, Inc., Anerican Business Pnxlucts, Inc., Urii.~rsal 
Caltainer Corporation, Aspr:o Inc., and others in File No. 4-175 
(Public Fact Finding Investigation in the Matter of Beneficial 
OWootship) (1974). 

86/ see,~, Street.Name Study W .. 39-441 See also Release No. 34-13719 
(July 5, 1977) [42 FR 35955). 

87/ Kanzaki, -IImd>ilization of Stock Certificates: The l'a;ition of the 
Beneficial ShareOOlder-, 3 J. of carp. Co1:p. L. and Sec. Reg. liS 
(1981). 
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2.	 What evidence of consent by the beneficial owner 
.should be tl:qUired before a naninee discloses the 
identity of the beneficial owner to the issuer? 

3.	 What types of shareholder ccmnunications (e.g., proxy 
statements, interim reports) should issuers be per­
mitted to mail directly to oonsenting beneficial 
owners as opposed to mailing through naninees? 

Resolving the question of whether issuers should have access to 
-

beneficial owner infonnation turned on the extent to which issuers need, 

desire or could use such infonnatiori. '!he camtittee's effort to agree 

upon appropriate indicia of consent raised philosc!?hical as well as 

legal concerns. In considering the thiIrl question, the camdttee °took 

into account the reCCllllEmations set forth earlier in this ~rt which, 

if adopted, should enable the existirr:J systems ~f proxy distribution and 

voting to operate with a high degree of effectiveness. '!bus, the 

Canmittee detennined that shareholder identification neej oot be linked 

to distribution of proxy material. Nevertheless, in oIrler to evaluate 

whether or not it might be desirable for issuers to have the option of 

eat1bining shareholder identific:.ation with direct proxy distribution, 

the camnittee ronsidered in depth two alternative awroaches - me 

which inrorporated the possibility of direct distributioo by the issuer 

of all types of shareholder OCIII1IlD'1ications and the other which pennitted 

direct disttibutiori only of shareholder c:xmnunications other than proxy 

material. 

A. Existing Sources for Identifying Beneficial Qmers 

With an increasinjJ proportion of all shares registered in street 

am rnninee name, many issuers have taken steps to :i.nprove their ability 

to ccmnunicate with the beneficial owners Of such stock. '!he JlDSt obvious 

way to identify beneficial owners is to ask them to identify themselves 

19 



to the CCJI.PCUly if they wish to receive interim reports or other CXJl'Itl11li­

cations directly. Sane oextpanies have included a sinple statenent to 

this effect in their proxy statement or in the annual report. Others 

have gone further by, for exanple, attaching a postage paid, perforated 

request card to annual reports mailed through intennediaries. Response 

rates have generally been low - less than 10 percent. 88/ In the past, 

it ~ that scme broker-dealers renDVed this type of card before 

mailing the related material. 

other issuers obtain infODlBtioo about their beneficial owners 

~h reportS filed with the Carmissioo. Pursuant to the federal 

securities laws, certain ~rsoos IlUst publicly disclose their beneficial 

amership of an issuer's securities. Under 5ectioo 13(d)· of the Exchange 

Act, arr:I perBa\ beneficially owning IOOre than 5 percent of a class of 

registered securities IlIlSt file detailed amership reports with the 

camli.ssioo and the issuer, and &50 JW5t report any subsequent material 
<: 

changes in such reports. '!be p.trpCJSe of sectioo l3(d) is to provide 
:.. 
::j; infonnatioo to issuers and investors regarding rapid aCCUlll.l1ations of 

securities by persons who would be capable of changing or influencing 

CXX1trol of the issuer. W sectioo 13(9) of the Exchange Act requires 

similar disclosm:es by persons who-, prior to the adoptioo of the section, 

were not subject to disclosure pursuant to Sectioo l3(d). In addition, 

.88/	 see,~, Ccmnent letters of Evans Products Catpany and Boise 
Cascade, File No. 57-911• 

.!!Y	 s. Rep. No. 550, 90th Qn]., 1st sess. 7 (1967). 

''';'': 
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rules adq>ted i:lOOer 5ectim 13(f) of the Exchange Act require disclosure 

of the nature arxl extent of the beneficial ownersMp interest of institu­

tiooal investment managers who manage accamts with $100 mi111m or 

more in awlicable securities within the last twelve mmths. 90/ 

until recently, C<mnission Faan N-1Q .~red investment canpanies 

to include chcm3es in their portfolio securities as part of their quarterly 

rep<rt of material cx:currences. Many issuers used this informaticn in 

determining the identity of their majer shareholders. In December 1981, 

hQleVer, the Ccmni.ssicn eliminated the requirenent to repcrt quarterly 

chaJl:Jes in securities pcsitiQ'lS. 91/ 
: 

Despite these existing requirenents to disclose all significant 

beneficial cwners, caunentators expressed extensive interest in obtainilYJ 

infa:1llatioo aboot all beneficial CWl'V!rs regatdless of the size of their 

sharehaldiBJs. 92/ '!he vast majcrity of issuer COIInentatars noted that 

identificatioo of all ooneficial orners Walld be helpful for a variety of 

reasalS and watld permit issuers to address rosiness aM irxfustry issues 

directly with their shareholders. Beyax3.the perceived practical benefits, 

It sha11d be noted thatS<JDe infcxmatioo filed with the Caimissicn 
~t to Sectioo l3(f) Jf'a!;/not be publicly disclosed due to the 
awIicatioo or: awro.ral of ccnfidential treatment requests of subject 
persms made pursuant to Rule 24~2 under the Ex~ Act. Release 
No. 34-15979. (June 28, 1979) [44 FR 39386]. 

91/	 Release No. 34-18337 (December 16, 1981) [46 ER 62246]. The Camdttee's 
recaIIIleDdatioo with respect to t:Ms issue appears m p. 72 infra. 

92/	 AfprOldmately 130 ccmnentata:'s resparlil'YJ to the Camdttee's Release 
suwerted' the idea of shareholder identificatioo am direct camuni. ­
catioo, while 60 ccmnentat.ors ..-ere~. File No. 57-911. 

; 

.._-_._-----------.
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I	 several cannentatcrs saw stra¥} philcscphical reascns for identifying all 

, .
, j 

teneficial amers to issuers. As BayBanks explained: 
! ' 

Corporate issuers who are better informed as' 
to their amership CQ'lStituency and are able 
to camunicate with their holders directly 

! ;	 will te tetter equiwed to manage, a ca:poraticn 
00 their behalf. The discla;ure process lIIlSt 
work in both directioos if t:usiness is to te 

: .i 

'. I~ : respoosive to its public and protective of its 
franchise. •• • (T)hiril parties who have 
no interest in the issuer's bJsiness er the 
beneficial halder's investment • • • have 
gained cootrol of the can:mmicatioos process 
to an extent which serves neither the issuer 
nor the stockholder well. W 

1 ,f B.	 Alternative Methcx3s of 1dentWM!a Beneficial <Mners fer
 
the Purpose Of Direct ComlmicatlOO '
 1. 

t
 
'!he Carmittee studied in depth two alternative meth<X1s of identifyirr:]
 

: ..~ ~I 
': I beneficial amers to issuers.' '!be primaty difference between the two was" Ie 

that wder the first prcpcsal the issuer walld be able to I:¥-pass naninees 

and distriblte proxy material directly to coosenting beneficial amers, while 

the secad prcpcsal did not	 cooterrplate that the issUer woold distriblte 

pracy material in the stead of	 the broker-c:lealer. uooer both prcposals, 

the issuer walld be able to distriblte other types of shareholder canmmicatioos 

directly to coosenting beneficial amers~ 'l1le first prcpcsal was descrlt:ed 

in full in the Release of the Advisory Carmittee: 

; :: Uooer this system, naninees wal1d be required 
to irq.tire of their beneficial amer:s as to 
whether they walld object to the release of 
their identities to issuers	 fer the specific 
~ of direct C01III.lnicatim between the 
issuer and the beneficial amer. Ir¥)uity of 
new accamts wculd be made t¥ including a 
statement authcr1ziB1 release of cwnership 
infa:matim ii1 the agreement the Q1Staaer 

93/ Cannent letter, Pile No. 57-9U. 

I
 
I 
I
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signs as part of the aCcotmt openinq pr0­

cedures. Inquiry of existing accounts would
 
be made by mail. '!be inquiry of existing
 
accounts woul.p provide for a yes or 00 re­

sponse am would indicate that unless a 00
 
~ was received by the intermediate
 
record owner, identity and ownership positioo
 
infonnation ~ be provided to the issUer
 
for so 1009 as the beneficial owner continued
 
to rot object. All inquiries would include a
 
representation of confideniality which walld
 
preclude the use, by the issuers or their
 
agents, of this information for any PJrpose
 
other than OOrporate camamicatioos.
 

N::minees would be required to maintain a list
 
of all beneficial owners coded or separated
 
into objecting and noo-oojecting group:! and
 
to make the list of non-<Jbjecting beneficial
 
owners available to issuers at the aPf1l[opriate

time. . 

Prior to the reoord date for their share­

holders' neeting, issuers l«lU1d be able,
 
by use of a search card similar to the me
 
presently used (see R1le l4a-3(d) of the
 
securities Exchange Act), to request fxan
 
such naninees a list of th~ identities .of
 
their non-objecting beneficial CMlers and
 
their share balances. '!he search card
 
would set forth the issuer's NSPJIlSibility
 
for a;mmm1cating with the nc:n-objecti.ng
 
beneficial ~rs and its obligation to
 
otherwise safeguard· the confidentiality
 
of the infomation received. 'Dle ~
 
card l«lU1d indicate the record and JIlE!eti.rJl
 
dates and to whan the information should
 
be delivered. '!be search card also would
 
request informatioo as to the number of
 

. sets of material the naninee.required in 
order to distribute proxy material to the 
objecting beneficial CMlers. '!be IlCIIinee 
lO1ld be required to ~ by p:oriding, 
within· five bUsiness days after the record 
date, the required infomatim in at" least 
two lUlifOtm fcxmats· - one hard cOpy and me 
set 9f labels. Issuers wishing to reoeive 
the infomation by other means, or i~ other 
formats, could make such arrangements with 
individual roninees, where possible. 

I 
j 
I. 
I 

i 

I 
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Where an intermediary maintains other inter­
mediate reoa:d amers, such as ~nt 
banks, en its list of beneficial amers, the 
first intermediary Walld be resJ?Cll5ible fOr 
forwardirv:J the issuer's search card to the 
other inteJJDediary t 50 that the latter cculd 
prOllide a list of its beneficial cwners 
directly to the issuer.' 

Issuers, cr their agents, wwld receive the 
lists ana labels of the beneficial owners 
fran the variQJS intermediaries beginnin;J 
awraximately five days after their recorrl 
date. The issuers wa.J1d be respoosible fer 
collectiB3, col1atiB3 am maintainiDj these 
lists in the manner best suited to their 
efficient use fer the purpcEe of. .direct can­
IIllnicatien with shareholders. Each issuer 
wCllld then mail its praty material directly 
to the beneficial amers who waJ1d return 
their .marked prades directly to the issuer, 
cr its agent. In SQ1le cases, such as tha;e 
involvirv:J cbjecti.r¥J beneficial amers cr 
other exceptioos to the rules, praty CO'lIIlllli­
catioos wCll1d ccnti.nJe to be harxlled in the 
present manner. 94/ 

A secax) approach, suggested I:::¥ the Listed COlpally Advisoq Camdttee 

of the AIrerican Stock Exc::harv:Je (-u::N:.-)" also was carefully, evaluated 't¥ the 

Camdttee. '!be LCAC urged the Camdssioo to adept a rule requiring broker­

.~ dealers, banks, votiIXJ tl:ustees am other naninees to prCll7ide the issuer, 

or its designated agent, with identities am cwnership pcsitioos of their 
, 

IlO'l-Objecti.nc;J beneficial cwners, at least 'oooe per year as of the record 

date for the issuer's anrualneetiBJ. The LCAC prcpcsal W01l.d create , 

the mechanism fcc collectin:J am collating the amership infcxmatien am . , 

transmitting it to the issuer, b.1t the present methcrl of distribJtiIXJ 

prexy material t:hralgh intemediaries wwld be retained. As the LCAC 

explained in its c01ment letter to the Caunittee: 

.94/ '1'be Release ~ars as AglerxUx B of this Repcrt. 

, 

! 
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If ocupani.es were infonned regarding the 
names and addresses of their beneficial 
shar:eamers they CXlU1d ocmwnicate with 
them to assure that they have received 
the proxy soliciting material fran their' 
brokers, or the brokers' forwardir¥J agent, 
and could urge such shareowners to in­
struct their brokers in regard to the 
manner in which the shareowners desire 
their shares to be voted. Under this 
arrar¥;J!DeI'lt the brokers would continue 
to handle the disseminatim of ~xy 
material and the voting of proxl.es ­
and a eatpany1s efforts would be limited 
to a foll.ow-up procedure with the cus­
taller (1) to aSsure that his broker has 
furnished him with the proxy material 
and (2) to urge him to instruct his 
brcker b::M he wished to have his shares 
voted·W 

The list also could be used to mail interim reports and other non-proxy 
t' 
I 

cxmmmications directly to beneficial amers. 

C. Evaluation of Alternative Systems I 
The Carmittee's evaluatioo of these two proposals concentrated 00 

I 

the 
four areas of concern: technical feasibility, oost feasibility, practicality 

and legal arid other considerations. 

1. Technical feasibility 

The camdttee was concerned about the extent to which there currently 

exist autanated sys~ for the collection, storage and transmissim of 

beneficial ownership infODDation. ~ of the three presentations 

to the Ccimlittee on this subject expressed the view that existing data 

systems were adequate 'or could readily be adapted to this pw:p::lSe. 96/ 

95/ Qmnent letter, File No. S7-911. 

I 96/ This was the positioo taken by Mr. Michael Pulk of Infonnatics,
 
Inc., and Mr. Robert Victor, of Deloitte, Haskins &5ells. I
 

! 
i 
: 

! 

I 
I· 

. 
j' 
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It was noted that all broker-Clealers keep custarer records on a daily 

basis and that these records generally are maintained in a data process­

ing format. Each custaner account also is maintained on a balance 

sheet basis. It was stated that bank trust depart:Ile\ts maintain similar 

records which also are autanated to a large degree. 97/ 

r-tost coomentators agreed that the two proposed formats for response 

(hard Ct:IP'.I and labels) would be technically feasible. 98/ several cx:.mnen­
- . 

tators insisted, hcMever, that unless a format were selected that could be 

machine processed, use of the data 'NOUld be very time oonsuming. 99/ A 

consensus of the cannentators and speakers believed it would be preferable 

to utilize a standardized means of transmitting lists of beneficial owners, 

with magnetic tape. being the IlDSt frequently cited 1OOde. 100/ 

The technical issue of greatest concern was the assimilatiQ'l of lists 

fran numerous 1Dllinees. ~rgan Guaranty Trust eatpIDy, which acts as 

transfer agent for 450 issuers, pointed out that there potentially wuld 

be thousands of beneficial owner lists subnitted to each issuer fran a 

plethora of naninees. fttX:gan Guaranty feared that the task of absorbi.n;J 

Although there are over 4,000 bank trust departments, acoording 
to a 1981 report of the Federal Financial Instituq.ons Exanlination 
Council, the top seventy bank trust departments a<XXXlllt for awroxi..:. 
mately 66 percent of all trust lx>ldings, and all of these banks are, 
to a large extent, au~ted. 

See, ~, the OCIIIIleIlt letters of Manufacturers Hanover, Natiooal 
Investor Reliitions Institute~ Marine MidlaOOBank, ~land National 
Cot:pOratioo, Westingb:luse Electric Corporatioo and lttXline Manufacturing 
Co., File No. 81-911. 

Ccmoent letter of Chemical Bank and the Southem Catpmy, File No. S7-9U.:. 

See, i.e., carment "letter of Unioo Oil CaJp:my of california, FirSt t 
TrUst Catpany of St. Paul, Fischer and Porter eatpany, Cootinental [ 
Illinois National Bank, International Business Machines CotpOration, t 
and Westing1nJse, File No. S7-911. r 

-- ... _-_._---_. -_.--- ..... -_.. 
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so many lists, even if they were mnveyed electronically, would be inpos­

sible within the time oonstraints 'of the pi:oxy season, and might disrupt 

the existing system since a dual distribution system would be required. 

Other c:xmnentators believed that assimilation of ina:ning lists would be 

manageable. In this regard, Union Oil Caupany opined that 

(a)lthough information in theoty could cane 
fran hundreds of sources, our experience 
is that a relatively few banks and broker-
dealers wId a high proportion of the shares. 101/ 

The CClrmittee believes that reality lies scmewhere in between, but 

87-911. 

t 

:>0, 

. CcmDent letter, File No. 87-911. The Corporate Transfer Agents 
Association estimates that awroximately 33 percent of the holdings 
of cede , Co. are owned by four New York City banks and banks with 
which they have correspn:1ent relationships. Tren3s (May 1981). 

.... -._. --_._.._-_ ...­
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if .the incaning lists had to be used for actual proxy distributiOn, t:ht! 

majority of issuers probably would have substantial difficulty assimila­

ting the lists for at least several years. These problems would be less 

severe, but still considerable, in the case of those very large issuers wtx> 

act as their own transfer agent and only have to solicit for themselves. 

To avoid ouel:Whelming issuers' and their transfer agents with Ownership 

lists, the carmi.ttee's release requested cannent on whether issuers slx>u1d 

be permitted to use 'an intermediary service bureau to collate the lists 

fran rx:minees and to provide a single final list of beneficial owners to the 

issuer or to its transfer agent. The Catmittee concluded that the 'service 

bureau approach would not solve the assimilation problem because 00 service 

bureau currently exists and· its -future existence is problematical. Service 

bureaus also would be Subject to time -constraints during the }}eight of the 

i. 

I 
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/I 
proxy season, 102/ aoo the Co1mittee further concluded that the use of 

service bureaus might make the entire distribution process ItDre, not less, 

depeooent than the existing system upon timely delivery of beneficial 

owner lists by intermediaries. 

2. Cost feasibility 

Although the eatrnittee's Release requested estimates of the increase 

or decrease in oosts that would result frxxn <Jevelqmmt and operation of 

a system of beneficial owner identification and direct c:amunication, 

JOClSt of the ocmnents received were of a general nature. 

TOOse favoring direct CCIIIlUllication believed that, in the long 

nm, costs would be decreased. several issuers, for exanple, conceded . 

that considerable rep~ would be necessary, but opined that 

they would experience savings in distribution that would exceed the 

CXJSt of maintaining such lists. 103/ This· group of ccmnentators stated 

several reasons why oosts might be reduced, including the possibility 

that issuers. could process the material at actUal costs below the 

reimbursement rates set by the eXchanges. Fewer mailings, fewer 

repeat solicitations, and electronic production of information also 

oould minimi~e costs. 

For a nuniler of ccmnentators cg;x>sing direct <XJ'IIIlJll.ication, oost 

was a significant factor. STANY cpined that the cost of c:cnversioo, 

account maintenance, acoount reconciliation and the maintenance and 

102/	 This point was raised in the ocmnent letters of Marine Midland Bank 
and Maryland National Corporation, aroong others, File No. 57-911. 

103/	 see,~., cxmnent letters of International Business Machines COrpora­
tion, Pfizer Inc., InstrtJDent 5ystems Corporation, Southern Cat1?anY 
and Electronics, Missles, Coommications, Inc., File No. 57-911. 

--~---_....._--' .._-----_._-_ .._. 
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suwort of the existing system for noo-consenting sharelx>lders would be 

overwhelming. Others also .believed' that the costs would be prohibitive. 104/ 

A third group of cxmnentators urged caution in view of the general 

lack of knowledge about the cost of such a OCI1IIt1lli.catioo system. Marine 

Midland Bank stated that lUltil specifications have been develqJed, "it 

woold be extremely haM to detecnine costs ••• in chaBJing existing 

systems." The American Bar Associatioo stated that before atteupting to 

iJIplement such a system, "costs sOOUld be identified with nore particularity 

so that a cost-benefit analysis can be made." 

Several ocmnentators att:erpted qUantification although their cost 

estimates varied over a wide range. The primary oooponent in the cost 

of manual assimilatioo would be labor, but ocmnentators differed regarding 

the time required to input the data manually. 105/ 

104/	 see,~, ocmnent letter of Maryland Natiooal CoIporation, File 
No. 87-911. 

105/ For: exanple, Marine Midland Bank stated that a -very rough estimate" 
of the (X)St of manually inputing infOJ:matioo by issuers or agents 
would be .50 to $1.00 per name and address. Caltinental estimated 
that manual assimilation woold involve a cost of between .75 and 
$1.00 per label, including mailing costs, while OCI1p1ter-generated 
lists of names and addresses generally cost between .02 and $.05 
per name. 'l'be ASCS quoted a bank transfer agent's estimate that it 
would take 1,236 man OOurS to manua1lyi.np.Jt 30,000 accnmts. Union 
eart>ide believed that it woold ally take 600 00urs of keYJ;unch time 
to input all 30,000 names and related informatioo into its shareoolder 
files. NortlM!stem Natiooal Bank of ~is oont:emed thclt, 
"if they were required to receive r:esponsesback fnD beneficial 
owners, tabulate them and then vote accordingly, oosts could be in 
the range of $10-20 per beneficial holder." 

i 
I,
 
I 
I 
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A survey caducted by the AM attenpted to quantify the autanatioo, 

cperatiooal.arXi administrative ccsts to bank naninees.'1be ABA's instrue­

ti(J'lS. directed respcndents to include the ccst of identifying ccnsentirg 

am noo-calSenti~ beneficial cwners, adaptiBj autanated systems to cate­, 
gorize ccnsenting aOO noo-coosenting beneficial Glrers, proiuciBj 

a list of calSenting amers·, am maintaini~ this system in tandem 

with· the existirg system fer distriwtioo of shareholder. camunicatioos 

tocoosenting beneficial omers. Estimates of both start-up ccsts an3 

a'XJoing ccsts were requested. Estimates were subnitted fran eighteen 

I:anks. The tan:Jeof their estimates was enotmCllS. Fer exanple', 

assuming that all i.,ssuers participated, Bank of ca.l1fcrnia, wit:h 8,000 

accwnts holdinj securities of 2,500 issuers, estimated start-up costs 

at $44,000 aOO annual cp!rating ccsts at $58,300. AmeriTrust Carpany, 

with 6,000 ac<::o.mts holding securities of 3,000 issuers, estimated start-up 

coots at $331,000 aOO anrUJa1 cp!ratinj cc6ts at $233,000. It was :inp:ssible 

to resolve the disparities amtOJ the estimates. 

3. Practicality 

Because of the fcregoing uncertainties, the Cannittee's subcaunittee 

<Xl direct camv.mi.cati<Xl f<XJW1ated a braid wtline of a pilot prOJralll 

that might help resolve these <J1eBtiQ'lS am detenni.ne the practicality 

of a direct .caanunicatim system fa: use in coonecticn with prClKY dis­

tril:uti<Xl~ The program wculd have been administered under the auspices 

of the Ccmnissicn, which walld have adq;>ted a t:enpa:ary' rule requirinj 

all registered broke~ers and transfer agents to participate in the 

pilot for ale full year, with the q;>ticn to extern the rule fer a secaXl 

. .__..----~_.-- .....~.-....- ._-_....._..:-_-- -_ ....-. 

~..
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year. The suboamlittee reoc:mnended that fifty issuers, constituting a 

representative sanple of all issuers, be permitted to participate on a 

voluntary basis. 'lbe pilot program would have operated in a manner 

similar to the ~ described in the Ccmni.tteels release, except that 

service bureaus would have been needed to collate infoanatioo received 

fran nani.nees and to transmit one final list to the issuer or its agent 

in the desired fexmat. 

An iqx)rtant issue that would have been analyZed during the 

pilot program is the effect upon the existing distribution system if a 

majority but not all mailings to beneficial owners were made by issuers 

or ~ir agents instead of internwadiaries. The Street Name Study found, 

for exanple, that when all direct and indirect costs are considered, 

bJ:Oker-dealers JllJSt seOO 500,000 proxies· per year before breaki.ng even. 

Trerefore, reduced mailings by broker-dealers could ~tantially raise 

.b1e the per item distribution cost necessitating an increase in the per item 

reimbursement rates suggested by the exchanges. 

Thecamu.ttee c:oncluded, however, that a pilot pragIalQ would oot 

be able to denalstrate 00w well the existing distributioo system am 

a full-blOim alternative direct c:xmwnication system would ftmction 

together Jlithin the time oonstraints of the proxy seasoo. MoI:eoI1er, 

since as noted al:x:we, the Ccmnittee had CCIlCluded that the existing 

proxy distributioo system, as Jrodified, woUld function effectively, it 

decided that the issue of shareb:>lder identificatioo might be best 

resolved outside of the proxy distribution system and that the pilot 

program would not justify the related effort and expense. 

-...;.;._.__.j
I, 
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4. Legal and other ccnsideraticns 

Fundamental to a direct CCJIIIIlnicatioo system is identi~icatioo 

of the procedures wherel¥ beneficial amers wo.1ld maJ<e ](nom their 

preferences with respect to disclosure of their identities to issuers. 

'!be Release stated ~t inquhy of new acccunts wcul.d be made ~ 

including a statement authoriz.ing release of amership. informatioo with 
. . 

the infa:maticn presented to custaners as part of !Jle accamt cp!ning 

procedures. Fa: existing accamts, failure to give written or verbal 

OOjectioo walld cau;titute coosent. 106/ 

J),JriD;J the ccurse of its del1bera~ialS, the CCJ'lIllittee reCOJnized 

that, in all likelihood, there walld be saoe beneficial amers who wculd 

prefer to cooceal their identities. The Street Name Study in 1976 

surveyed OI7er 97,000 beneficial amers and received respalSeS .fran 

23,600. A~imately 12 percent of those with securi1;i.es held l:¥ a 

bank a: broker imicated that they wculd object to discla;ure of 

their identity to the issuer fa: pur:pa;es of direct eatlWnicatim. 107/ 

The remainirq BB percent iOOicated they wculd not object. 108/ 

There was catSiderable discuSsim as to what might be the legal 

requirements in camectioo with evidencing the coosent of a beneficial 

In 1975, the brokerage firm of .Bear, stearns & Co. agreed to dis­
seminate to all custaDers holding securities of Gla;ser Bros., Inc. 
a letter fran that "carpany which stated that "unless Y01 notify 
[the brokerage firm] within ten days after receiving this that ycu 
dm't want" ycur name and address disclC6ed to the carpany, Bear 
stearns inteJ:ded to provide such infa:matioo to Gla;ser Brcs. No 
custaners d:>jected then or later, and Bear stearns provided the 
amership infa:matim to Glcsser Brcs. 

107/ Street Name Study at 41• 

. 108/ Id. 
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r to· the release of his name, address and shareooldings to an issuer. 109/ 

: camdttee was of the view that written oonsent clearly would ~de 

iegal basis for disclosure of the identities ~f beneficial a.mers, 

:C'	 believed that the law was rot clear on whether a beneficial owner's 

ure to object in respol')$e to a written notice would suffice. Moreover, 
J 

were philosophical objectionS to any system that did rot rely on an 
l 

fb:mative act by the beneficial owner. 

b Cannittee finds that there is very substantial interest on the 

of issuers and others in creating a means to identify beneficial 

rs and oamunicate directly with them. This interest transcends 

tions of quorum representation and voting rates. At the same time, 

eatmi.ttee finds that there remain substantial questioos about the 

Uity and cost of .direct oatI1IUr11cation in oonnection with proxyy 
tribution. '1'berefore, the Ccmni.ttee has concluded to reamnend that 

,system be adopted whe1.eby issuers will have access to the names, 

1C1dI::ew;es and. shareOOldings of their beneficial shareholders w1xlse stock 
1 

held by broker-dealers and wb:l consent to the release of such infor­

to thE! issuer. Such a system should neither disrupt the existing 

.. tem of proxy distribution, nor burden the corporate and financial 
..;. 

ties with additiooal unnecessary costs. Since issuers will be 

lng these lists mly to augment the proxy distribution system and for 
f.	 . .. 

incidental purposes throughout the ~r, the time constraints, 

In this regard, the Ccmn.ittee received a menorandt.ln fran the cemni.ssion's 
Office of General Counsel and a legal oPinion fran the firm of Fulbright 
& Jaworski, which have been placed in File No. 4;"242. 
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noted al:x>ve, relatin<J to the assimilatioo of the lists and related 

matters shoUld not be a problem. As noted in the introductioo of this 

report, it is the camuttee's stJ;OOg belief that banks sOOuld voluntarily 

or otherwise adopt identical or analogous procedures. 

E.	 Reccmnendations 

1.	 It is reo:mnended that the camli.ssion adopt a rule 
requiring broker-dealers to detennine whether custaners 
with securities registered in street or other naninee 
name consent to disclosure of their identity to issuers, 
and, open request and assurance of afPropriate reimburse­
ment, to pranptly provide issuers with a list of the names, 
addresses and shareholdings of oonsentin<J beneficial owners 
as of the 'reoord date of each meetin9 of security oolders. 

The recxmnendatioo is intended to provide issuers with beneficial 

Ownership infonnation without disrupting the existing system of proxy 

distribution and voting. With such infor:mation, issuers sOOuld be able 

to follCM-up on unvoted proxies and to mail .interim reports and other 

shareholder c:cmmmi.cations directly to each consenting beneficial owner. 

The eatmittee believes that the .metOOd of obtaining consent fran 

beneficial owners must safeguard the privacy interests of brokerage 

cust:aners ~t not be so burdensc:me as to deter beneficial owners 

who do not object ft:an responding. The procedure for obtaining oonsent 
~ . 

need not be the same for existing acoounts as for new accoonts. The 

camu.ttee is 'of the. view t::hat the m:>st prudent course of actioo would be 

for the ncmi.nee to obtaip written instructioos fran each beneficial 

owner regarding his or her willir¥3nessto be identified to the issuer. 

Such" consent would relate to a custaner's entire account so that broker­

dealers wciuld oot be burdened with segregating the custaner's preferences 



, 
I; 
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':a security by security basis. Accordingly, acoount opening forms:his 
,I 

. ,;. procedures should be mdified so that all broke~lers recordltarily ,t
,'ther arnot each new custaner consents to being identified to issuers I

I 

\ the purpose of receiving direct ccmuunieatioris fran issuers relating .,I 
.!I 

:time!y receipt of proxy material and ,other infocnatian bearing upon 1 
I 

s i·j'investment. With respect to existing aCcounts, ~ sOOuld 

.::estab1ished which assure that, within a reasonable period of time, . ! 
; 

" broker-dea1ers obtain written or verbal instruction as to whether 

.', not each eustaler oonsents to being identified to issuers for this 

,al 
• With respect to existing acocnmts, the exact procedures selected 

d be designed, through the use of prestaqled cards or othetwise, to 
hIE:: 

.ze the effort ~ired in order to respond. Issuers will be free 

r 
.. 

:., 

prepare their am letters to their beneficial owners urging them to 
;' 

nero 
~ald. Broker-dea1ers are, of oourse, J:eqUired to forward such letters 

D ,; 
. beneficial owners under existing ~es. 'l'hroogh follai-up mailings 

others JreaIlS, a response eventually sOOuld be obtained fran all 

I 
i!llt 

iThe Cdnnittee believes that issuers which obtain the lists sOOuld 

rse broker-dea1ers for their expenses incurred in obtaining an­ i 
Ibe 

_ t, which will relate primarily to a ale time survey of existing I 

I 
1 

t oolders. There should'be little additiooal cost to bJ:cker-dealers 

capturing this informatioo as pittt of ACCOlD1t·qleJling procedures. I 
Camdttee also believes tnat requesting issuers sOOuld also reinb.trse 

i 

tees 
'"dealers ark! banks for the expense of preparing lists of beneficial !I 

11 

d 
! J 
t 
I 

• I 
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2.	 It is recoomended that the camdssion reinstate the 
requiren¥mt that mvest:tent COI'I{)aJ1ies .report quarterly 
change$ in their secUrities positions on Form N-lQ. 

The carmittee believes that resciooing this quarterly reporting 

requirement deprived issuers of a valuable means for identifying and 

cx:mwnicating	 with this inq;x>rtant group of shareholders. The canni.ttee, 
-

therefore, urges the Ccmnission to reverse its recent action in this 

regard. The slight burdens that ~d be iJr{x>sed upon investrtent ~ies 

by this requirement would be greaUy outweighed by the benefits that 

would' result if issuers were once again able to identify aoo camunicate 

on a quarterly basis with sane of their largest sharelx>lders. 

i: 
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APPENDIX A 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 17707/AprIl10, 1981 

ADVISORY COMMITIEE ON SHAREHOLDER 
COMMUNICATIONS ESTABLISHMENT AND 
MEETING 

ACTION: Notice of establishment of the Securities 
and Exchange Commission Advisory Committee 
on Shareholder Communications. 

SUMMARY: The Acting Chairman of the CommIs­
sion, with the concurrence of the other members 
of the Commission, has established the Securities 
and Exchange Commission Advisory Committee 
on Shareholder Communications, which Is to ad­
vise the Director of the Division of Corporation Fi­
nance on various diffICUlt, complex ·and technical. 
questions relating to development of 8 better 
means for issuers to communicate with the benefi­
cial owners of securities registered in the name of 
a broker-dealer, bank or other nominee. 

DATE: April 10, 1981 . 

FOR FURTHER INFORMATION CONTACT: 
Gregory H. Mathews, Securities and Exchange 

Commission. 500 North Capitol Street, Washing­
ton, D.C. 20549 (202) 272-2589. 

SUPPLEMENTARY INFORMATION: In accord­
ance with the requirements of the Federal Adviso­
ry Committee Act, 5 U.S.C. App. I, and the regUla­
tions thereuilder, the Commission has ordered 
publication of this notice that Acting Chairman 
Philip A, Loomis, Jr., with the concurrence of the 
other members of the Commission, has estab­
lished an advisory committee, under the Federal 
Advisory Comnijttee Act, which is designated the 
Securities and Exchange Commission Advisory 
Committee on Shareholder Communications. Act­
ing Chairman Loomis certifies that he has consid­
ered carefully the establishment of this Committee 
and, with the concurrence at the other members of 
the Commission, has found the creation of this 
Committee to be in the public interest in that it will 
assist the Commission in the performance of its 
responsibilities under the Federal securities laws. 

The Advisory Committee's objectives are to advise 
the Director of the Division of Corporation Finance 
on various difficUlt, complex and technical Ques­

. tions relating to development of a better meijns for 
issuers to communicate with the beneficial owners 
of securities registered in the name ot a broker­
dealer, bank or other nominee. Issues to be con­
sidered by the Advisory Committee inclUde: (1) the 
feasibility of providing a means for issuers to iden­
tify the beneficial owners of street or other nomi­
nee name securities; (2) delays In proxy dislribu-· 
tion and voting with respect to securities held by a 
participant in a depository on behalf of non­
participants; (3) delays in proxy distribution and 
voting with respect to securities held in the 
"street" name of broker-dealers, or in the name of 
a bank nominee; (4) and inconsistent practices 
relating to the dissemination of non-proxy corpo­
'rate communications to the beneficial owners of 
nominee held securities. The Committee may con­
sider other related matters coming to the attention 
of the Director of the Division of Corporation Fi­
nance. 

The Advisory Committee shall conduct its opera­
tions in accordance with the provisions of the Fed., 
eral Advisory Committee Act. 

The duties of the Committee shall be solely advi­
sory and shall extend only to submitting reports 
and recommendations to the Director of the Divi­
sion of Corporation Finance who has sole respon­
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sibiJity for determining appropriate actions to be 
recommended to the Commission. 

The Securities and Exchange Commission shall 
provide any necessary support services required 
by the Advisory Committee. 

The estimated annual operating costs in dollars 
and staff years of the Advisory Committee are as 
follows: 

Dollar costs: $30,000 for travel, per diem, and mis­
cellaneous expenses for committee members and 
Commission personnel. 

Staff Years: 1 staff-year, per year, for Commission 
personnel on a continuing basis. 

The Advisory Committee shall meet at such inter­
vals as are necessary to carry out its functions. It 
is estimated that the meetings of the fUll commit­
tee generally will occur no more frequently than 
monthly. 

The Advisory Committee shall terminate at the end 
of 'eighteen months from the date of its establish­
ment unless. prior to such time, Its charter is 
renewed in accordance with the Federal Advisory 
Committee Act. or unless the Chairman, with the 
concurrence of the other members of the Commis­
sion, determines that continuance of the Advisory 
committee no longer is in the public Interest. 

Fifteen days after this notice has been published 
in the FEDERAL REGISTER, notice of the estab­
lishment of the Committee will be filed with the 
Chairman of the Commission, the Senate Commit­
tee on Banking. Housing. and Urban Affairs, and 
the House of Representatives Committee on Inter­
state and Foreign Commerce. A copy of the Notice 
and the Charter also will be furnished to the li-· 
brary of Congress and to the Office of Public Infor­
mation of the Commission and will be available for 
pUblic inspection. 

The members of the Advisory Committee are: 

1. Mr. Paul D. Weiser, Chairman 
Senior Vice-President 
Secretary & Corporate Counsel 
Dataproducts Corporation 

2. Mr. Kenneth Akeson. President 
Independent Election Corporation
 

of America
 

3. Mr. W. Kenneth Bonds 
Chairman, Trust Committee and 
Executive Vice President 
The Liberty National Bank and 
Trust Company 

\1' ..	 , 
4. Mr. Steven E. Fry 

Corporate Secretary 'I

Valero Energy Corporation J 
[I

5. Mr. William l. Glosser :1
Secretary :! 
Glosser Brothers I 

,i
6. Mr. Earle J. Grimm, Jr. 

Secretary 
Esmark Corporation I 

7. Mr. John Hetherington	 I 
Secretary I 

Westvaco Corporation II 
8. Mr. Donald Heterich
 

Senior Vice President
 IManufacturers Hanover Trust , 
Company I 

! 
! 

9. Mr. James H. lynch, Jr.
 
ExecuJive Vice President
 

and Secretary
 
&pears, Leeds & Kellogg
 !I 

i10. Mr. Michael Nelson I'President	 I 
IContinental Stock Transfer 

and Trust Co. . I 
11. Mr. J. William Robinson I 

! 
Georgeson & Co. 
Principal 

12. Mr. William Smith I 
Manager, Proxy Operations 
Merrill lynch & Co. Inc. I 

13. Mr. John R. Worthington	 ,. 
Senior Vice President and	 i, 

General Counsel !" i',1MCI Communications Corporation 
i 
! 
i 
I 
t 
j 
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14. Mr. J. Paul Wyciskala
 

Managing Director
 
Corporate Services Department
 
New York Stock Exchange .
 

By the Commission. · I 

George A. Fitz~immons 
Secretary 

I: 
! 1 

H
·1, 
i j,n ,I 

! 
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APPENDIX B
 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 18195/0ctober 21,1981 

REQUEST FOR COMMENTS ON ISSUES TO BE 
ADDRESSED BY ADVISORY COMMITTEE ON 
SHAREHOLDER COMMUNICATIONS 

ACTION: REQUEST FOR COMMENTS BY ADVI­
SORY COMMITTEE. 

S\JMMARY: The Advisory Committee on Share­
holder Communications, through the facilities of 
the Commission, is soliciting public comment on 
several specific issues to be addressed by the 
Committee in connection with its consideration of 
ways to improve the process by which issuers 
communicate with the beneficial owners of securi­
ties registered in the name of a broker-dealer 
('"street name"), bank or other nominee. 

DATE: Comments should be received by the Com­
mission on or before December 5,1981.

'. 
. ~ 

ADDRESSES: All comments should be submitted 
in triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-911. All com­
ments received will be available for public inspec­
tion and copying at the Commission's Public Ref­
erence Room, 1100, L Street, N.W., Washington, 
D.C. 20549. 

FOR FURTHER INFORMATION CONTACT: 
Gregory H. Mathews, Office of Disclosure Policy, 
Division of Corporation Finance, Securities Ex­
change Commission, Washington, D.C, 20549, 
(202) 272-2589. 

SUPPLEMENTARY INFORMATION: At the re­
quest of the Advisory Committee on Shareholder 

Communications (the "Committee"), the Securi­

ties and Exchange Commission today published
 
the Committee's request for pUblic comments on
 
several issues it is addressing. The Commission
 
wishes to note that this solicitation is being made
 
solely by the Committee and that the Commission
 
merely is providing its facilities. to assist the Com­

mittee In soliciting public comment from the widest
 
possible public audience. .
 

On April 10, 1981, the Securities and Exchange
 
Commission announced the appointment of the
 
Committee whose charter is to consider: (1) de­

lays in proxy distribution and voting with respect to
 
securities held by a participant in a depository on
 
behalf of non-participants; (2) delays in proxy dis'­

tribution and voting with respect to securities held
 
in the name of broker-dealers ("street name") or In
 
the name of a bank nominee; (3) the feasibility of
 
prOViding a means for issuers to identify the bene­

ficial owners of street or other nominee name se­

curities; and (4) inconsistent practices relating to
 
the dissemination of non-proxy corporate commu­

nications to the beneficial oWners of nominee held
 
securities. The Committee believes it is important
 
that It be apprised of the viewpoints on these sub­

jects of all persons and entities associated with,
 
and affected by, the shareholder communications
 
process, including members of the general public;
 
individual shareholders whose stock is held in
 
street or nominee name, Issuers, banks, broker­

dealers.and transfer agents. 

I
J 

This release describes, among other things, a 
number of specific suggestions for improving the 
processes by which issuers communicate with 
their beneficial owners. The Committee is raising 
these suggestions for public discussion and is not, I 
at this time, endorsing any of them. In view of the I 
nature of these suggestions, the Committee 
strongly encourages persons and organizations 
with practical experience and expertise in these 
matters to comment upon the technical feasibility 
and costs of the proposals and to present 1 
alternatives which might better accomplish the 
Sf1J1\e objectives. Comments should include, to the 
extent feasible. detailed empirical and experiential 
material in support of any conclusions, opinions or 
positions. Accordingly. the Committee hereby in­
vites all interested parti~s to submit thj9ir views, in 
writing, on any or all of the issues set forth below 
or on any other matter relating to the process by 

\i
}'I:which issuers and beneficial security owners of 

street or nominee held stock communicate. . l 

,I I
I 
! 
1 
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The Committee has under study the following pre­
liminary proposals to improve the operation of ex­
isting Rule 14e-3(d) and Rule 14b-1: 

~~:ISSlJES TO BE ADDRESSED 
..... 

tl.'lI'IIProving Existing Procedures Relating to OIstrl­

i
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.&	 J)Ut1on of Proxy Materials and Annual Reports . 
't' 
~. 

,. A. What- aspects of the existing process for 
'dlSS8rTlinating proxy material and annual reports 
~nafter referred to as proxy material) to the 

,befI8flcial owners of street and nominee held S&­
o e:urftIeS cause the greatest problems 'or: (1) bene­

, tfiC/81 owners, (2) issuers, and (3) broker-dealers,
bankS, voting trustees or other nominees? In order 

· to ptaee any such problems in their proper context, 
pIeaS8 indicate, if possible, the percent of the se­

"euritles_of public .corporations which is registered 
"In street or other nominee name• 

;;,.• B. How can broker-dealers, banks and other nomi· l nees respond more promptly to issuer inquiries
t IboUt the number of their customers who benefi­

dally own street or nominee held securities? 

, ~: C. How can Issuers shorten the time currenUy 
.' taken to provide broker-dealers, banks or other 
~i lIOl'IIinees with the sets 0' proxy material they have

·i lIQU8sled? 

~
 
· 

'f· lis to their customers who benefieially own the $e­

,CUrilIes registered In street or nominee name. Is­
.1IIera currenUy must supply the requeSled sets of 
~'.1lrOXy malerial"in a timely manner." . 
.;f 

'ExIsting Rule 14~ 1 requires brol(ers to respond. 
~'Ilrornptly to issuer inquiries made pursuant to Rule 
:,14&-3(<1). Upon receipt of the proxy material and 
.~~ that its reasonable expenses will be 

; .:;, Paid by the issuer, the broker must forward such 
. '1 tnaterials promptly to customers with securities 

·',.held of fecons by the broker or its nominee. 

.' 
;;. D. How can broker-dealers, banks and other noml· 
r,: nees shorten the time currently taken to mail the 
.~. I8t8 0' proxy material they have received 'rom is­
J euera? 

E. existing Rule 14e-3(d) requires that If the Issu­i' II' knows that securities of a class entitted to vote 
at a meeting are held of record by broker-dealers, 
banks, or other nominees, the issuer shall inquire 
of such record holders ten days prior to the record 

;~: date for the shareholders' meeting in order to de­
l:' t'rmine the number of sets of proxy material 

1. A requirement that issuers make the 
Inquiry of nominee record owners 
twenty or thirty days (or some other 
appropriate number of days) In ad­
vance of the record date for the 
sharehOJders' meeting Instead of the 
present ten day advance notice 
standard; , 

2. A requirement. that issuers send 
proxy materials to broker-dealers, 
banks, voting trustees or other nomi­
nees no less than thirty days (or 
some other appropriate number of 
days) prior to the meeting of share­
holders: 

3. Assuming	 Issuers have sent· proxy 
materials to nominees at least thirty 
day's (or some other appropriate 
number of days) prior to the meeting 
date, a requirement that broker­
dealers mail the proxy materials to 
beneficial owners twentY days (or 
some other aj)propriaJe number of 
days) prior to the shareholders' meet­
Ing: 

4. A requirement that broker-dealers 
send proxy material to beneficial 
owners by first class mail; 

5. A	 requirement, pursuant to Section 
17A of the Securities EXchange Act 

.	 or otherwise, that depositories re­
quire banks, as a condition for their 
particiPation In the depository sys­
tem, to agree to disclose to issuers, 
upon their request, the identities of 
correspondent banks for whom they 
hold ~rities in nominee name, so 
that issuers will have the same level 
of Information that they had prior to 
the advent of the layering of bank 
nominee ownership' through deposi­
tories. Are these proposals practlcaf, 
what are their adv8J\t8ges and disad­
vantages, and would they expedite 
the distnbulion of proxy materials? 

_-------­.. 

"..~~:~. 
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What should the penalty be for failure 
to comply with such existing or 
amended rules? 

F. What additional steps can the stock exchanges 
and the National Association of Securities Dealers 
C"NASO") take to improve the way in which issu­
ers and/or broker-dealers disseminate proxy mate­
rials? 

G. The great majority of nominee held securities 
are held by banks. The Committee believes that a 
signifICant amount of such holdings represent se­
CUrities placed in custody (safekeeping) accounts 
by correspondent banks and other bank custom­
ers. Banks do not vote the uninstructed shares of 
their custody account holders. Moreover. banks 
are not currently sUbject to any regulatory require­
ments regarding the dissemination of issuer proxy 
material to beneficial owners. Presently Initiatives 
are being undertaken within the banking communi­
ty to improve their proxy sOliciting performance. If 
such efforts do not succeed. should legislation be 
recommended in order to require that bank nomi­
nees report to issuers the number of bank custom­
ers beneficially owning the issuer's securities and. 
upon receipt of the requisite number .of sets of 
proxy materiai. to disseminate proxy material to all 
beneficial owners of securities held in the name of 
bank nominees? 

H. Should internal bank procedures be revised in 
order that the following records be kept with re­
spect to proxy handling procedures: 

1. Search card mailing dates; 

2. Receipt dates of proxy materials, and 

.3. Mailing dates to beneficial owners? 

I. It has. been suggested that a major reason why 
annual meetings are held between March and 
June is the existing requirement that proxy materi­
al relating to an annual meeting at which directors 
are to be elected must be accompanied or pre­
ceded by an annual report containing certified fl­
nancial statements. If this requirement were 
amended to permit distribution of such an annual 
report along with interim unaudited quarterly re­
ports covering the period since the end of the last 
fiscal year, would issuers prefer to hold their 
shareholders' meeting at some time other than 

I. 

during the period between· March and June? 
Would such changes in the dates of annual meet. 
ings Improve the process of distributing proxy ma­
terials? 

II. Improving Existing Proxy Voting Procedures 

A. Existing rules of the stock exchanges permit 
member organizations to vote the nominee-held 
securities of their customers without instructions 
on any matter which is uncontested. adequately 
disclosed and does not involve authorization for a 
merger, consolidation or any other matter which 
may substantially affect the rights or privileges of 
shareholders. The rules provide that if the proxy 
material is transmitted to beneficial owners at 
least twenty-five days before the meeting the bro­
ker can vote the uninstructed shares fifteen days 
before the meeting. If the proxy material is 
transmitted at least fifteen days prior to the meet­
ing, then the broker can vote uninstructed shares 
ten days before the meeting. If the proxy material 
is mailed less than fifteen days in advance of the . 
meeting, then member organizations are not 
permitted to yote on any matter without instruc­
tions from the beneficial owners. The Rules of Fair 
Practice of the NASI;> permit its members to vote 
customer shares if they comply with 1he pertinent 
rules of one of the excrllnges. These self· 
regUlatory rules permittinQ broker-dealer voting 
collectively are referred to tiS "the ten-day rules." 
Under the present system, when broker-dealers 
exercise their right to Yote shares without instruc­
tions, they vote "for" the issuer's nominees and 
positions. . 

1. Should the uninstructed shares of
 
beneficial owners be voted for quo­

rum purposes only?
 

2. Should the existing restrictions as to
 
the matters on which broker-dealers
 
are permitted to vote uninstructed
 
customer proxies be eliminated or re­

laxed?
 

3. ~hould broker-dealers establish pro­

cedures whereby the beneficial own­

ers of securities held in the name of
 
such broker-dealers can more readily
 
avail themselves of the opportunity to
 
designate their broker-dealer to be
 
their voting fidUciary? Such Fiducia­
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ries would have responsibility for 
voting shares in a manner that serves 
the interests of the beneficial owners 
when proxy materials have been dis­
tnbuted. but voting instructions from 
lhi .beneficial owners have nol been 
received, by a specified number of 
days in advance of the shareholders' 
meeting? 

. :.t. The Committee has under Siudy a 

.: preliminary proposal to recommend 
. amendment of the proxy rules of the 

stock exchanges. It is proposed that 
in order for issuers to obtain the req­
uisite yes or no vote on various sub­
stantive business matte~, such as 
recapitalizations, mergers and stock t" options, which at present often fail for 

t:~ . lack of the required number of voled 
~~. shares. member organizations be re­
~L	 qulred to vote the uninstructed 
,. share. of benefICial owners propor­
·f.	 

tionately. Unvoted shares of benefi­
cial owners would be voted only in 
the same percentages on various 
questions as the vote of certain olher 
proxies that had been recorded. 

a. Under this proposal, should broker­
dealers be reqUired to give a proxy to 
the Issuer which slales that the 
uninstructed shares of their custom­
ers shall be voted In the same portion 
as the votes cast by all other security 
holders voting either by proxy or at 
the meetlng of security holders? or 

b. Should broker-deaJers be required 
to give a proxy to the issuer which 
states that the uninstructed shares 
pOrtIon as the votes cast by all bene­
ficial owners providing instructions to 
nominees? or 

c. Should each broker-dealer be re­
quired to vote uninstructed shares in 
the same proportion as the votes cast 
by his customers who provide voting 

. Instructions? 

d. Under .this prop0s8s should there 
be restrictions on the type of voting 
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questions or issues (e.g.• proxy con­
tests, shareholder proposals) for 
which Ihis procedure should be 
permitted? 

e. Should banks revise their stand­
ard custody account agreements tn a 
manner which gives bank nominees 
authority to vote uninstructed shares 
proportionately. as outlined above, 
where the bank has mailed proxy ma-­
terial to account holders at least 
twenty days In advance of the meet­
ing date and has received no voting 
instructions by the tenth day before 
the meeting date? 

5. Should the present or expanded ten­
day rules, and related proxy voting 
mechanisms. be more eXplicitly ex­

. plalned	 to beneficial owners at the 
time they make the decision not to be 
the record owner of the securities? If 
so, how should this be accomplished 
in the case of broker-dealers and in 
the case of other nominees? 

B. What is the experience of issuers in recent 
years with respect to: (1) the percent of shares 
voted for quorum purposes and (2) the percent of 
shares voting on substantive matters for which 
broker-dealers are not permitted to vote. pursuant 
to the ten-day rules, without customer Instruc­
tions? 

C. Are foreign shareholders in American corpora­
tions reluctant to vote? If so. does this pose a 
problem for (1) quorum purposes, and (2) routine 
or substantive matters to be acted on at share­
holders'meetings? 

III. Improving existing Procedures Relating to Dis­
tribution ot Non-Proxy Corporate Communica­

. lions (i.e. interim reports, letters, surveys) 

A. The existing rules of the stock exchanges re­
quire listed companies to publish Interim· ~aI 
stalements, but do not require that such mforma­
tion be distributed to Shareholders, although such 
distribution is encouraged. HoWever, the rules of 
the stock exchanges require that such information 
be distributed 10 beneficial owners by member or­
ganizations upon request from the issuer and as­



surance that their reasonable expenses will be re­
imbursed. 

1. Do some issuers disseminate certain 
non-proxy corporate communications 
only to record security holders and 
not to beneficial owners of street or 
other nominee held securities? 
Should issuers be required to dis­
close their procedures in this regard? 

2. Should issuers be required to send 
the same non-proxy communications 
to beneficial owners that. they send to 
other security holders of record? 

3. Should issuers be required to dissem­
inate interim reports to shareholders 
pursuant to a rule similar to Rule 
14a-3(d)? 

4. Should there be a distinction between 
larger and smaller companies in con­
nection with any requirements for the 
dissemination of non-proxy corporate 
communications? 

If so, what should be the basis for any 
such distinction? 

B,Are issuers aware that beneficial owners of 
street or nominee held securities normally will not 
receive the issuer's interim reports and other non­
proxy corporate communications unless the issuer 
makes an Inquiry of all nominees in a manner sim­
ilar to the inquiry issuers undertake in connection 
with the dissemination of proxy materials? 

C. What other aspects of the existing system for 
conveYing non-proxy communications from issuers 
to beneficial owners of street or nominee held se­
curities cause the greatest problems for: (1) bene­
ficial owners, (2) issuers, and (3) broker-deaJers, 
banks, voting trustees or other nominees? 

IV. Feasibility of a Direct Communication System 

In response to a number of comments and com­
o plaints from shareholders of issuers, the Commit­
tee has under study a preliminary proposal which 
would recommend that broker-dealers, banks, 
voting trustees and other nominees be required to 
provide the identities and ownership positions· of 

their non-objecting beneficial owners to the issu­
ers of such stock, or..their designated agent, at· 
least once per year as of the record date for the is­
suer's shareholders' meeting. There are a variety 
·of views within the committee itself as to the ulti­
mate feasibility and cost-effectiveness of any such 
system of direct communication. The presentation 
of this preliminary proposal is not to be taken as 
an endorsement by the Committee, at this time, of 
any such system. 

Under this system, nominees would be reqUired to 
inquire of their beneficial owners as to whether 
they would object to the release of their identities 
to issuers for the s~cific purpose of direct com­
munication between the issuer and the benefICial 
owner. Inquiry of new accounts would be made by 
including a statement authorizing release of own­
ership Information in the agreement the customer 
signs as part of the account opening procedures. 
Inquiry of existing accounts would be made by 
mail. The inquiry of existing accounts would pro­
vide for a yes or no response and would indicate 
that unless a no response was received by the in­
termediate record owner, identity and ownership 
position information would be provided to the issu­
er for so long as the beneficial owner continued to 
not object. All inquiries would Include a represen­
tation of confidentiality which would preclude the 
use, by the issuers or their agents, of this Informa­
tion for any purpose other than corporate commu­
nications. 

Nominees would be required to maintain a list of
 
all beneficial owners coded or separated Into ob­

jecting and non-objecting groups and to make the
 
list of non-objecting beneficial owners available to
 
issuers at the appropriate time.
 

Prior to the record date for their shareholders' 
.meeting, issuers would be able, by use of a search. 
card similar to the one presently used (see Rule 
14a-3(d) of the Securities Exchange Act), to re­
quest from such nominees a list of the identities of 
their non-objecting beneficial owners and their 
share balances. The search card would set forth 
the issuer's responslbility for communicating with 
the non-ob;ecting beneficial 9Wners and its obliga­
tion to otherwise safeguard the· cOnfidentiality of 
the Information received. The search card would . 
indicate the record and meeting dates and to 
whom the information should be· delivered. The 
search card also would request information as to 
the number of sets of material the nominee re-

I
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iss..· -nt, at qulred In order to distribut~ proxy material to the 

he is- objecting beneficial owners. The nominee would 
ariety be required to respond by providing, within five 
3 ulti­ business days after the record date, the required 
such 

I information in at least two uniform formats-one 
:ation hard copy and one set of labels. Issuerswi$hing to 
mas receive the information by other means, or in other 
Ie, of formats, could make such arrangements with indl­

vidual nominees, where possible.J 
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Where an intermediary maintains other Intermedl­
ate r8cord owners. such as cori'espondent banks, 
on its list of beneflclai owners, the fItsl intermedia­
ry would be responsible for forwarding the issuer's 
search card to the other Intermediary, so that the 
latter could provide a liat of its belieficial owners 
directly to the issuer. 

IsSuers, or their agents,. would ~ the lists' 
and labels of the beneficial owners from the 
various intermediaries beginning ~ximately 

five days after their record date. The issuers would 
be responsible for collecting, collating and main­
taining these lists in the manner best suited to 
their efficient use for the purpose 01 direct commu­
nlcation with shareholders. Each issuer (would 
then mail its proxy materiai directly to beneficial 
owners who would return their marked proxies di-
redly to the Issuer. or Its agent. In some cases, 
such as those involving objecting beneficial own­
ers or other exceptions to the rules. proxy commu­
nications would continue to be handl~d in the 
present manner. 

In connection with this proposal, commentators 
are urged to consider the following questions: 

A. Are the two formats for ~ (hard copy 
and labels) described above technically Practica­
bIe? Would the ~ of transmitting beneficial 
owner information have to be standardized and, if 
so, In what manner? If not, could issuers ada­
quately assimilate into their c:omputer systems the 
variety of fOrmats (tape, paper, etc.) in which the 
information might be received from hundreds of 
nominees? Would some issuers have to process 
these lists by hand? Woutd it be practical to re­
quire that each nominee supply a printout of 
names and shareholdings and, If so, could this for· 
mat be more easily assimRated? 

B. In analyzing costs, the CommIttee believes ~ 

would be useful to take the following factors into 
account: 

1. The availability of existing automated
 
systems for transmission of beneficial
 
owner data;
 I2. The amount of work required to 
restructure existing automated sys- ~ 
tem8; 

I 
~ 

3. Cost calculations should assume cer­
taln cost-benefits resulting from elec­
tronic media transmission of benefl­
clal owner data, even though the
 
proposal suggests only labels and
 a .hard copy as a requirement: 

~ 
l 
~4. To the extent automated transmission :i 

systems from nominees are· not avail- U 
able, the cost of conversion of labels ij 

and hard copy to a form which can be 
J 

~ 
:iutilized by large issuers. 

'J.'Taking into account these factors, what would be ~i 

the Increased or decreased cost of developing and 'I 
~ operating the system described above to all partic- ;1 

ipants. including issuers. transfer agents. banks. :1 

broker-dealers and other nominees? :i 
,

C. If adopted, should the direct communication jj 
aystem be mandatory. on all issuers or voluntary? ) 

What increased costs. if any, would be incurred on I 
account of some issuers opting out? Should only 
issuers of a certain size be allowed to opt out? ,I 

j 
D. How should the burden of any Increase In I 
costs, or the savings of any decrease in costs, .re­
sulling from the system be allocated? 

E. What sort of "omnibus proxy" would have to bfp 
provided to issuers by the nominees in order to 
correctly match received proxies with record own­
ership SO that the proxies will be voted In the prop­
er record account? 

F.1s it practical to expect all the lists from first and 
lower tier nominees to be timely received by issu­
ers 80 that a timely mailing can be made? ~ 
G. What steps could be taken to avoid, and wh~ 
actions could be taken to SOlve, "double counting'J 

"!~ 
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and votes in excess of 100%, which could occur if 
nominees inadvertently also made mailings to one 
or more persons who were non-objecting benefi­
cial owners? . 

H. What reprogramming and list maintenanc:e 
steps will have to be taken by transfer agents in 
order to permit their compute~ system to tabulate 
the additional individual proxies? Would the 
names have to be entered into such systems for 
mailing and tabulation purposes? 

I. Are there any state or federal laws or regulations
 
which would preclude a broker-dealer, bank,
 
voting trustee or other nominee from providing the
 
identity of the beneficial owner to the issuer? If so,
 
please identify. If so, would they apply if beneficial
 
owners had been given an opportunity to object to
 
the release of their identities to the issuer and had
 
failed to respOnd in writing within a specified peri­

od of time; or would it be necessary to have an af­

firmative written consent?
 

J. Should issuers be permitted to utilize an inter­
mediary entity to collect from broker-dealers, 
banks, voting trustees or other nominees; the 
identities of non-objecting beneficial owners and 
to compile a list of such beneficial owners as of 
the· issuer's record date for the purpose of 
disseminating proxy materiais? 

K. Should the list of beneficial owners be avail­
able, at the request of the issuer, on a more fre­
quent basis than annually? If so, shOUld the issuer 
bear the cost? Should the list be updated by mak­
ing additions and or deletions from time to time? 

L. Should the system be used only for distribution 
of proxy material or should it be available to be' 
used for all' corporate-shareholder communica­
tions (Le. interims, shareholder surveys, etc.)? 

M. If there are other possible ways to structure a 
direct communication system, what specific struc­
ture would be best? 

N.ln view of the possible problems associated 
with a dual mailing system for objecting and non­
objecting beneficial· owners, should such lists of 
non-objecting beneficial owners only be made 
available to issuers for shareholder identification 
purposes and communications not re,lated to proxy 
solicitation? 

Would the furnishing of such lists of only noo­
objecting' beneficial ,owners for only this purpose 
be of practical value to issuers? 

By the Commission. 

George A. Fitzsimmons 
secretary 
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APPENDIX C 

List of Cannentators 
Release No. 34,..18195 

A. eoqxratioos (170) 

AQIfAT Corpcratioo 
Advertising Unlimited, Inc. 
Aegis Corpa:atioo 
Ae.tna Life & Casualty 
Allied Corpar:atioo 
Aluminum Cotpany of America 
Amalgamated Sugar Ccnpmy ('!he) 
American Banllers Insurance Groop 
American Can Catpany 
American Hoist & Derrick Carpal'y 
lmErican Leisure Ccrparatioo 
American Telephooe & Telegraph Co. 
Ancha: Hocking Corpcratioo 
Angelica Corporaticn 
ASARCD, Inc. 
Autcrlynamics, Inc. (2 letters) 
Bairnco Corporatioo 
Beverly Enterprises (2 letters) 
Bluewater oil & Gas Cor:poratioo 
Binney & Smith Inc. 
Bio-Rad Laboratories 
Birtcher Car:poratioo 
Boise cascade Corporatioo 
Banaine Corporaticn 
Burscn-Marsteller 
Cabot Ccrporaticn 
CBT Corporatioo 
Charles E. ea:at>bell & Assoc. 
ClevelaIX3 Electric Illuminating C<npmy ~ 
COIIllllIlicatioos Imustries, Inc. 
Canputer Directioos Advisors, Inc. 
CCIJPltervisim Cor:poratioo 
Cmrac Corporatioo 
CalSolidated Edisoo C<JIlPCll¥ 
Cmsolidated Papers, Inc. 
Cram Explcratioo Corporatim 
Crutcher Resoorces Cor:poratioo 
nayco Ca:poratim IDelta Drilling COl'paI'¥ 
Dietrich Resoorces Ca:poratioo 1 

____ • ••.• _ ...__.----i.-•. •. _ ..•.• _ ••__•• _. ._, "••. _ .•__•.~~  .._---~._--:--- ...._ ..-._._.-j . 
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Dot"chester Gas Carporatioo 
Dorenus & Co. 
Dresser Irx'lustries, Inc. . 
Dyco PetrolelJll Ccrpa:atioo 
Eatoo COt'p<)f:atioo 
Q3isoo Sault Electric Ccmpany 
E.I. D.1Poot DeNemcurs & CClrIpalV 
Electrooics, Missiles, Camunicatioos, Inc. 
Evans Prooucts COlpany 
Exxoo Corporatioo 
Federal Naticnal Mcrtgage Associaticn 
Federal Signal Coqxratioo 
Ferrofluidics Ccrpa:atim 
Fischer & PcXter CCJlt)aJ1Y 
Flcrida Cypress Gardens, Inc. 
Forernoot-McKessoo, Inc. 
Facbcro Canpany (The) 
GCA Cttpcratioo . 
General Electric Canpany 
Geni.sco Technology Coqxratioo . 
GeosOJrce, Inc. 
Gradisoo & CaJPEY Inc. 
Great Western Financial Ca:pc:ratioo 
Q.l1£ Oil Ca:pcratioo 
Hazletoo Labcratcries Ccrparatioo 
Heights Finance 
Heizer C~ticn 

Hellenbrand Industries, Inc. 
Hi-Shear IOOustries, Inc. 
Holly Corpcxatioo 

. HOJStoo Industries, Inc. 
HUffy Corporaticn 
Hughes Tool Carpany 
Intelligent Systems 
Instrument Syst.ems Ccrporatioo 
Inter-eattinental Energy C~tim 
Internaticnal. Business Machines Ca:pa:atiQl ,; ~ 

;1 Internaticna.l Proteins ClXpOI:'atiQl 
Internatialal Telephme and Telegraph Ca:p.

I . Iewa Resdlrces, Inc. 

t ;> 

I . J.C. Penney Carpany 
Kaman Ca:poraticn 

.Keystcne	 Pe::rtlan:i Cement CoJpany 
Killearn Pr~rties, Inc. 
Kuhlman Ccxpcratim 

j 
1 
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Life Investors, Inc.
 
Lockheed Ca:pa:atioo
 
une Star Irx'iustri,es
 
LcI¥J IslaOO LightiJr3 CaIpany
 
Lukens Steel CarpaJ¥
 
MadiscnGas am Electric CaJPUlY
 
Martin Marietta Ca:poratioo
 
MarYland Naticnal. Caporatioo
 
MaYflower Ca:poratioo
 
J.(;IC Invesbnent Ccrporatioo
 
Merck & Co. Inc.
 
Metpro COr:pcratioo (2 letters)
 

.Michigan General corpa:atioo
 
Merline Man1facturiJr3 Co.
 
Mootana PGller Carpany
 
Mcran Enetgy, Inc.
 
Narragansett capital ca:poraticn
 
tBI, Inc•
 

. New En3laOO Electric System 
Nicklos Oil & Gas Carpany. 
Northwest Airlines, Inc. 
Numerax, Inc. 
Object Recogniticn System, Inc.
 
Oilgear Ccnpany (The)
 
anark Industries
 
Oklahana Natural Energy CCJIPCU1Y
 
0Cnarrl Imustries
 
Otter Tail PGler Catpany
 
PACCAR, Inc.
 
Pacific Gas and Electric Canpany
 
Parker Pen CCII{)al'lY (The)
 
Petral.ite Corporatien
 
Petro-Silver, Inc.
 
pfizer, Inc.
 
Phillip MatTis, Inc.
 
Phooe-a-gram System 
Photo Central. Ca:pcraticn
 
Piper HydrO Inc.
 
Prairie PrcduciD] CatpaI¥
 
Procter & Gamble ~
 
RansbJrg Corporatioo.
 
Rayrock Rescuroes Limited
 
Restaurant Associates Irdustries, 11K:.
 
Robbins & Myers lnc.
 
RPM, Inc.
 
Santa Fe Imustries, Inc.
 

}, 
, 

I 
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Schalfeld & Asscx:iates, Inc.
'! Scharr and Heward Co.
 

Bears Roeoock am Cotpmy
 
5ervioemaster Irxfustries, Inc.
 
Sheldahl, zoo.
 
SI Ban:llin;1 'Systems, Inc.
 
Silvey Carpanies
 
5a1th Carolina Naticnal Ccr:pa:atioo
 
Sexg Paper Carpany ('I1le)
 
Scuthem Cmpany
 
S<l1thwest Gas Ca=pcratien
 
StaOOard Oil CoIpany of california
 
StaBrlick Ca:p<ratien ('It1e)
 
stewart & Stevensen services, Inc.
 
Sykes Datatrcnics, Inc.
 
Target oil & Gas Incorporated
 
TEX:, Inc.
 
Teupletoo Energy, Inc.
 
Texas American Erergy Ca:p<ratioo (2 letters) 
Texas Instruments, Inc.
 
Transco Carpanies, Inc.
 
Trans-Lux Corporatien
 
'lYIex Oil COllPCU'¥ 

:~ 3M
 
!~
 

: :; Unien Carbine Ccxpa:atioo 
· '~ UniO'l Oil Catpany of California 

United Michigan Cttporatioo:3 
; .'~	 Unioo Pacific Ca:poratioo· . 

united States Gypsum CQ11PaI¥
 
united Technologies Corporatien
 

· . Vareo Internaticnal 
I' Warner Iambert Caopany 
, . 
,
I -, 

,	 Western Catpany of NerthAmerica·
WestiBJhwse Electric Corporatien

";· .:	 
Wilsal Foa:)s Ca:poratioo 
Wiscalsin Electric PO¥'er Canpany 
WisCQ'lSin ~r & Light Carpany 
Wurzturger, MCX'rQi & KeaJgh, Inc•
 

. Zentec Ca:poratioo
 

B. ~ (SO) 

American Naticnal Bank and Trust COIpany
 
Barnett Banks of Flcrida
 
BayBanks, Inc.
 

.... 
. ; 

.} 
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Chemical Bank 
Citibank 
City Federal savir¥Js am Lam Associatim 
Cmti.rental Illinois Natima! Bank 
Camecticut Bank arx) Trust Catpany ('!be) 
Daninim Bankshares Corpcratim 
Equitable Trust Carpany (The) 
Federal Natima! Mortgage Associatioo 
Fifth 'l1:l1rd Bank, The 
First Atlanta Coqxratim 
First NatiO'lal Bank of Tuskalocea 
First Natlooal. Bank of Warsaw 
First Trust Ccnpany of saint Paul . 
First Wichita Natiooal Bank 
Fra;t NatiO'lal Bank 
Girard Bank 
Great westem Financial Ca:pcratim 
Heritage Bank 

.Beritage Banca:pa:atim 
Hcspital Trust Ca:poratim 
Irxliana Natiooal. Bank 
Manufactuers HanOller Trust Carp;nv 
Marine Midland Bank 
Mercantile Trust Cmpany N.A 
Mcxgan Guaranty Trust COtpany of New Ya:k 
Naticnal Bank of Jackscn 
Ncrlhwestern Naticnal Bank of Minneapolis 
Pacesetter Bank & Trust...;soothwest 
Planters Natimal Bank an3 Trust Carpany (The) 
ProITident Natimal Bank 
Puget Sa.uxl Natimal Bank 
Republic NaticnaJ. Bank of Dallas 
seattle Trust & Savir¥Js Bank 
security Pacific Natiooal Bank 
ShawDllt Bank of Baitm 
State Street Bank arx) Trust Catptny 
'!be Bank of New Ycrk . 
'!be Fidelity Bank 
'!be First Natima! Bank of Bcsta1 
The First Natiooal Bank of O1icago 
'!be Provident Bank (2 letters) 
unim Trust Bank 
Unim Trust CCJ'IPMY of Mal:ylaOO 
united Missoori Bank 
United States Naticnal Bank of Oregm 
Valley Natiooal. Bank of Arizcna 
Wilmir¥Jtm Trust C~ 

\ ; 

, 

j 
~ 

'I 
I 
1 
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C~ Securities Imustry (8) 

Depcsita:y Trust Carpany 
Heward, Weil, Labooisse, Friedrichs, Inc 
Langill & Co. 
Merrill Lynch & Co., Inc. 
Q & R CleariIlJ Corporatim 
SChwab, Charles Co., Inc. 
Securities IrXlustry Associatim Proxy Divisicn 
Viner, Edward··A. & Co. Inc.­

D. raw Finns am Associatims (1) 

Miller, Nash, Yerke, Wiener & Hager 

E. Trade am Professimal Associaticns (15) 

Anerican Bankers Associatim 
Anerican Bar Associatim, Subcarmittee 

00 Proxy Solicitatioos am Teooer Offem 
American Society of Ca::porate secretaries, 
securities IrXlustry Carmittee 

ca:porate Advisory Ccmni.ttee of the Natiooal 
Associatim of 5ecurities Dealers 

Ca:pcrate Transfer Agents Associatioo 
Fwrdatioo For the Study of Philanthrc:::py, Inc. 
Listed Capany Advisory Ccmni.ttee to the 

American Stock Exchange 
Listed Canpany Advisa:y Camdttee to the 

Board of Gcwernors of the New Ycrk Stock Exchan:Je 
Natialal Associatioo of em: CCJIIlEUlies 
Natialal Investors Relatioos Institute 
New Ycrk CCllJlty Lawyers' Associatioo 
Ohio Bankers Associaticn, Trust Divisim 
Securities Transfer Associatioo of New Ycrk 
Stockholger SOI7E!reignty Society 
Stock Transfer Associatioo, Inc. (2 letters) 

F. Irxlividuals (5) 

Berdan, Janet G. 
McKeewn, E. S. 
ParsQ1S, Gerald A. 
Shemtob, Richard 
Stern, Hem:y 
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HANOVER TRUST:CO'MPm 

.. .... . ;(.<. .. ,' . 

600 "."TH AVI!Nue NE .... ··i··· 
• W YORIC. N. V. UJoao 

January. 1982 

; . 

I 

IAN IMPORTANT MESSAGE TO Q!:!!! CORRESPONDENT I 
I 

i 

I
I 

IMany companies for which we mail proxy material have expressed t 

growing concern with a declining vote at their annual meetings Iin recent years. Among the reasons cited for this decline is 
the "layerinq" of nominees.caused by "pigqy-backing" securities I
into Depository Trust Company or registering your stock in one !
of our nominees. Companies need a quorum of stockholder shares, ~ 

represented in Person or by proxy,' before they can'conduct thei'r 
f 

onnual meetings. I 
,i 

You may have already received proxy material on some of the stocks 
.we hold for you. Because the height of the "proxy season" nor­
mallyoccurs in April, you may receive more material from. us. 
We hope you will urge your clients to exercise their voting 
responsibilities promptly. If a client does not wish stock voted. 
at a shareholders' meeting, we suggest that the -abstain" bOxes 
be checked, and the proxy card returned to the corporation so the . 
shares can be counted toward a quorum. 

I 
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MANUFACTURERS HANOVER TRUST COMPANY 

600 F''''TH AVENUI!. NEW YORK. N. Y. 10020 ,., 
A. W ....D IV" 

Jan~ary, 1982 \ 

.' 

!! IMPORTANT MESSAGE !Q OUR CLIENTS 

Early in 1980 and 1981, we sent many of you a letter urging 
you to vote the proxies we forward for the stocks we hold 
in your accounts. Your response has been extremely positive, 
both in the increased vote received by your companies, and 
in the interest you have shown about the way we forward 
proxy material to you. 

As you know, many companies are concerned about the decline 
of 'stockholder voting in recent years. Companies require a 
quorum of stockholder shares, in person or represented by 
proxy. before they can conduct their annual meetings. Re­
cent amendments in proxy rules now give stockholders the 
option to withhold a vote from any or all candidates for 
election to a Board of Directors and to abstain fr-om 
voting on any or all proposals, as well as the option 
to vote specifically for or against directors and pro­
posals. If you do not want your stock voted at an annual 
meeting, we suggest you check the "abstain" boxes and re­
turn the proxy card to your-corporation so that your shares 
can be counted for quorum purposes. 

- ..~ 

Last year, we adopted the prilicy of forwarding each ~ompany's 

annual report with' its proxy card and proxy statement. We 
believe this additional material is~~~ormative, and hope it 
will assist you in making judgements anout the increasingly 
complex issues presented at your companies'. meetings. 
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LETTER OF TRANSMITTAL 

SBCl1B1TIE8 AND EXCHANGE COMMISSION,- Wuhington, J).(]., Dectm6tr S, 11176. 
Hon. NELSON A. ROCKEPELLBR, 
President oj the &nate, 
Washington, D.O. 

DBAR :Ma. PaJ:8IDENT: 

Hon. CARL ALBERT, 
8'PB41tu oj tAl H0U86 oj RepreuntatitJe8,• WasMngton, D.O. 

DEAR MR. SPEAKER: I have the honor to trnn.cnnit her~with the 
Final Report of tho Securities and Exchl\,nge CommiAAioll })UNuant to 
Section 12(m) of tho Soc\lritie~ Exchan,c Act of 19:W (the "Act")
which authorizes and directs the Comm1$Jion to make a ~tudy and 
!nvestigation of ~he practi~o of re(o~~fipg t~oownehllriJ>~_ ~r ~~u~ti~_ 
~~n· other thap the name Qf. the_.~J)&I!~ o..~o~ID()nry refel"r8d .­

,c;::--to as "street" and unmniAee'~._nmn~ registratiorl....::Jto ilotermine 
whether the practice is f'.onsilltent with the pur~ of tho Act, with 
particular reference to ~~iQM ,-2OOi.13, 14, ,15(~),.16 and 1?.~\~4_\ 

\;.:~hetber 8te~ ca~ be taken to f~) I~te eopl1lnll);l<:a_ti~~ ~~~~'') 
....,,<j.'*lUOl'8 and tuo beneficial owners of their Kecnnti6H whllo retainmg the 'I 

'\.~eflte of tile practice. ; 
'. In caJ!Ying out the Studr, tho CommiRsion made an extensive 
survey of issuer.shareowner communicationK dtlrin~ the 1976 proxy
sea.'IDIl and developed comprehen~h'e data collccmmv; the operation 
of the current system of i~.,uer-t;bareown(,'r con\llltlmcation~ and itl'4 
relationship to, and impact on, RCc\lr.i,~io,l'l r:mec;~."\ing.pn--~J.l:e b.Jl,.-i.~ _9.( . 
~hH data, the Commil'l.~on,ba..-s conelude( that, the continupd usc of.! 
:~~rcet and Ilominee ~le arrangemontg ilS £_uildarnental to {he opt'ra:;;'
Ilion (If exi.'iting securities j>rOOes.~iRg ~·~temK '~nd tbat, it.r~lR'tat~ 
l!l'b411('!.sl~areowner r.ommumt.tt()fI~ ...re-·-l>e~~ tlffeetiyt'lj" .(·amNI o~I"1 
~F~}nn tbe. current frlUn~w~. The COIPI:nsslon hM ~d~nhfied crrtam• 
"l'tobtcrnl'l m the K;)"stern, howe"rf, willetl ~an be 11l1hgntl·d thl"OUJth 
Impro"ed performance by: iSl;Uers ancl brokerg atilt hl\~ mnde recom­
mendations to .accoDlJ)liKh thi.~. In additiotl, the Commission has 

• • identifil'd and maclc recommendations concerning ways ill ,,·ltich the 
exic;ting system could more fully satisfy Congressional eXI)('ctatious 
with respect. to public cli'IDlosure of information I'l'garding bt'neficial 
owners whmie holdings may enable them to influence corpornte 
mnnagement or affect tile market in an issuer's stock. 

III light of the data obtained durinlt the ('ou~ of tll.. Stmh", the 
Comml-;sioll lx'Jicve:t that, ill conjunction with its on~oil\1t r('~ul."to~ 
~rOlCfal11~, implrrn(lntation o[ the r('(·omnu.'ndatioll~ muell· in the 
Fin," Report will facilitate the cl'itn1Jli~hment of a m\tiollnl cll'arilJ~ 
and ROttlement ~\"stl'm Itt, an rarly dute nnel mak(' ~i~lific'l\nt con­
tributions to achie,"('ment uC othl'f ~or t h(' Act'l'l objcctin·::. 

Very truly yours, 
RODERICK ~r.lhJ.l.s, (1,a;rman. 

(I1I1 
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CSAPTDI 

INTRODUCTION 

A. Btu1cgroll.'Rcl 
.. 'rho practice of regi:ltcrillJt MOCUritiOS in the rccordg of issuOl'M in 

othor toan the name of the beneficial owner i!4 commonly referred to 
ns "nominee" And U~treet" nRmo ~il'Jtl·otion. Nominee name regi...;trn­
tion refers to arrangement.~ lblOO by wtitutionnl inve14toN (in.'4umDee

•	 ('omJlanieg and inv~trnent l'ompaniorl among othort4) and finandnl 
intennediariorl (brokeN, bnnk.'4 and tru~t companies) tor the regi.'4trl1­
tion of socuritieN held by them for their own account or lor the account 
oC their cu~tome~ 'rho 1\1'0 the beneficial ownerl'l of the securitie:4.1 

~t·root name registration, do bJ>ocialized ty)8 of nominee narno rebriK. 
t I'll tion, relon; to the )rnctice DC a broker regi~teJjng in iw name, or 
in the nAlne of it.'4 nominee, securities left with it by eUl:Jtomen; or 
held by it lor its own nct'Ount. 
~nerican institu·tionN- llM-bC!J8n ,e:(to~ively -to., regL'4ter 'l:lCCuritbt· y' 

i,t1llominee name in the'1930' ll"fn an' effort to'~Il~ ..tmeroul!J wamler .,/ 
c:t~(lui~tK placed on..(!Or~rilti~n.~·lln~1 fidut'iilrietJ:DT 'RU01'!' ~~P,IL­
..~_~9fOtect, themselve~' truln -judieloll:r Im~d-liabilit1'for. IJnpro~r",-_., 
,..tlJ.l,.p.."fer,s.1 Cu~tomarily issuers reqlaired tho KubmL«on of all ~u~ ~ 

pOl·ting document.~· be/Ol'C tran.qfening tltock held by fiduciaries and 
I'Cqllircd eOfJ)Orate invelitol'ti to demolbitrote the authority oud 
im·umbency of tho individual officer or emJ)loyoo act~ on their 
behalf.' 'file uge of the nominee 01'1 the registered holder of stock 
{\liminated from the il'tlJuor's recordtJ any evidence of a fiduciary
relntion.'ihip and made the recordholder a non-eorporate entity. 
'l'hlll:> nomme.es could tranl:>fer MOCUrities without. meeting the requir&­
1l1ent.~ placed on corporate or fiduciary sbareholde~.· 

• 

• .a, 

( ) 
(1) 
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Nominee registntion st.ill serves to facilitate transfers, but today
it provides other important benefits to the securities industry a~ 
well. The widespread use of nominee registration, however, hag 
collateral effects which may be disadvantageous. First, it makes 
communications between issuers and their shareowners more cir­
cuitous due to the in~tioning.of intermediaries. Second, it tendt'l 
to complicate regulation bl JDasJdng beneficial owners of securities.- Third, since the jttrisdict.ion of certain section.~ of the SeeuritieN 
Exchange Act of 1934 (the "Act") i~ ba...;t'd upon a Rharoholder-of­
record standard, the concentration of securities ownership in norninec.i 
may have the effect of inappropriately removing or excluding blsUors 
from the jurisdiotion of the Act. 

Because of eoncenl rcganling these consequences, Congress, ill 
June 1975, enacted Section 12(m) of the Act.. Section 12(m) authorized 
ami directed the COmmis.lfioll to undert.ake a tltudy and invo,'Jtigatioll 
of the practice of rt.acording the ownership oC sccuritimt in t.he records 
of the laSucr in other than the name oC the beneficial owner of su(~h 
securities ond to determino (1) whether the practice is consiKwnt 
with the purposes of the Act, with particular reference to 8ectiOIll'4 
12{~), 13, 14, J5(d). 16 and 17A thereof, ond (2) whethor Ntel.»l can 
be fAlken to facilitate communications between iSKul\J'S and the "bene­
ficial ownel'N of their fleCUritios while at the same timo retaining the 
benefits of such :practice. Section 12(m) directed the CommiKlUon to 
rCJ)ort iw preJimlDarl findings to CODgl'('s."I within six months after 
enactment of the section and its finol (~ncJUldon~ and recommendatioDK 
wit.hin one year. 

In Det.'Cnlber 1975, the Commi~~ion filed its Preliminary Rfl~rt 
with Congress. Tho Preliminary Report set forth a hi'4tory of tho 
practice of regiqtoring seeuritil'M in Htrcct and nominee nllme Rnel 
dbicusROd __generalJy the impact of tho practice ~n the purpose,.; of 
t.he Act. Thereafter, it preRented ~ven pOSHiblc approachOlf to'l'&hlll'C­
owner communir.ationc; and standards for evalufttin~ them. 

In oroer to make this evaluation, the ComrmHslon deturminC'd to 
develop an empirical model of the i~Ruel'-sh8reown('rrommunicationl'l 
~.}"b1em based upon a survey of shart'Owncl'K, brokers, bankK and 
issuers. I~..uer-Hhareowner communi(!8tiol1~, however, tend to be 
Keasonal. Since most iqKUCrs have their annual meetings in the sprinJ,C 
ond early summor, the tran.'4mittal of tho bulk of proxies and Bnnuul • 
reports tako,~ place during March, April. May anel June (referred to 
as Uproxy ReaMon"). 'rho Runoy, therefore, was d('"igncd to refle(·t 
tile activitio,... of is....UCN; and intcrm('diarit'l'l '/ Bud the ('OnccrU.i of 
t'hareownol'K during })roxy ~caKOIl, when the f;Jl'ltem i~ uncler tho • 
grt'oteRt I!tre~'J. I 

Accordin:r, in A{)rll 1976, tho Commi.;..~ion l«)ught from COl1:rres..; 
a ~x-month extenSIon to December 4. J976, of the (Ieadliue for filinJ! 
the final report of the Study. 011 .June 7, 1976. tllf:' Hou!o\C of Rt'prt.'­
Rt'nlativetl pn~-.e<l II.Il.. 13246, 8 bill grantin:r tho ext~n..qon. 8. :i471, 
comparable I('gislntion in dIe St'nnle. was not Bctell U)lon. Dc>causo 
the data to be' derived from the ~urvey were e,.;,qcntinl to pemlit th~ 
('ommi~ion to mnke lobe thorough lIud cledsive determination.. 
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~uired by Section 12(m), the Commission decided to: complete 
the survey and to submit its report to Congros." at the earliest possible 
date.	 . 

B. lJo,ta Sollrcu for the Study 

The Study has drawn the information presented herein from a 
number 01 HOUrC&4. Alm~t 100,000 questionnaires were distributed to 
shareownel'8 and over 23,000 were returned. Detailed questionnai~ 
were completed by 159 issuers, 118 brokers, and 149 6anks.· Inter­
views were conducted throughout the country with repreAOntativcs
of i~'illCfl4, brokel'S, banks, and ot.her organi1.atlon~ •• In addition, the American Society of Corporate Secretaries Rurveyed 
422 of its members coneerning tlie approachcllI to shareowner com­
numicationK HOt forth in the Preliminary Report and liuppliod the ..	 ro~mlt.O( to the Commi!i.'iion. U~Cul information wag provided also by 
the American Bimkel'N A";''iociation and several r~ional bankeN' 
a~ij()ciations, tho Amorican rrolo~hone 8ntl rrclcgraph Company, the 
Committee of Publicly Ownod Companie!4, the CO!POrato rrraDf'fer 
Agent.~ ~ciationt Inc., Merrill Lvnch, Pierce, Fenner & Smith 
In<!., t.he Securit.ie~ Indu14t.ry Att"ol'iat,{on. the Wel'ltem Stock Tnm.~C{'r 
ASl'Iocio.tion, Inc., and mallY other commentor:4. 

O. Oryan izaticm oj the Finalileport 

Tho Final RellOl't i" dividPtl into fivo chapters. Following thi:4 
introductory (~huptCl', etu·h chRI>ter consi..;t,,, of 1\ (li.",cu,,~on. ('on­
clm.ion!o\, and l'eC'ommcndntion.". Chapter rrwo di.-:('u~~~ the ben{'fit~ 
of tho »rnctir,e; Chopter rrhree Con...;idl·r~ the itnpl\ct of tho practice 
on lihftl'oownef communicationl'l; Chal)lp.r Four con~iclel'H the effect 
of tho prnctie'c on the di,,;('lo~ltro an( di..,.~mination of information 
nbout the identitv olUl boltlinCJ'$ oC bonendal owners oC toI\.'Curitiel'O; 
uuci Chl11>ter I.'ivc i~view~ the cfTe(·t of the practice on tho juri:«lietionnl 
provi:dont4 oC the Act. 

D. Su,mmary of Concl'lUioR' and lltcommtnclationB 

1. Benefits of the Practice of Re~tering Securities in Nominee and 
Street Name 

'I'he Commis.~ion has concluded that the practice of registering 
sccuriti«-s in the ..ecurds of the iC\suer in other thon tile namo of the 
bClleficinl O\\'Ul'r of sl1ch ~cl1ritiet4 is consistent with Ule purposes . " of the Act, with particular l't'ferencc to Sections 12(g), 13, 14, 15(d), 
16 anel 17A. Tbe practice benefits investors and the securities industry 
by facilitating the transfer of record ownership and the clearance antl 
~ttlement, of securities tran.Co\llctions. In addition, it ilil integral to tho 
operation of Clecurities depositories. At the same time, the widespread 
usc of nominee and street name rPgistration causes certain pro)jlems. 
rrhe Commission has found, however, that established procedures 
have overcome mtlOY of these problems, and the Commio;.c;ion believes 
that tho problems which remain can be mitigated \\ithin tho frame­
work of the current system• 

.' . 



~.h&" &mimisSion...·therefore,--recommends. tba~. Jl9~~P~" ht-:-tKelb 
~b-w4!ul~.diseotl~tha Wl8 'pl. n~ip~ .~:~Dame -r.egi.,~r~~~ 
"'dOit-or'-di1fiiniBh ·the--'6enefitB _w:W~h t;~:.pr..~~tiQ&.:P~·""~ 

2. The Practice as It Affects Issuer-Shareowner CommunicationR 

Empirical data c1emoMtrate that the exiRtin~ is.c;u(lr-shareown('r- comm\1nicatiom~ sY14tem is, on the wl10)e, eft'pctlve in t.ran.cnnitting 
materials to shareownl'rs in a timely mannl'r and in providing nil 
effective mechanism tor tIle RoHcitntton of proxies, Moreovl'r, mo~t 
issuers perceive the syslem atl meot.ing their nep.d~, and all but a l'lmall • 
p-crcentogo of Khareowno1'N, whether thl'Y hold stork (lirl'ctly 01' 
through a broker OJ' bank. al'c satitdit'C) "'hh thl' RCl'vice they rpcch·l'. 
Brokl'rs and banks RtronJtly favor rt'tention of the Cl1n't'ut l'IyKtl'm. 

While problems exi.~t, the)· are not evi(l('n~ of f;~temic we.\knl'~"'('s 
but rCMult from failures by individual broke~ and i~COlllenl. In ~r.n(!rI11, 
legildativo or regulatory action dot'K not appear t.o he lU'ces..;;ary to 
co~ct thcl'lO probleml'l. Rather, improved compliance \lith ~1f­
regulatory rules and indu8try~wido implemmtation oC generally 
accepted standard procedul't'R ~or the diRtributioll of annual reports 
anel the RQJicitation of proxics would l'C~olve most of them. 

In regard to the voting oC l'Wcurities, Congrt"&COl has bet'n concerned 
that large institutioM, particularly bankM, may exerciso unduc 
inflllen('e'in the affairs oC pl1blic1.y~held companies by voting t;ecuritit's 
held by' such institutionH Cor tllO benefit of others. Bnnks normally vott' 
securities heM pursuant to custody an(l tl'ust a1Tan~t'mentB which 
empower the banks to exercise voting diHcretion. Several 1-ears ago it 
wa.q also common for banks to vote securities over which tbt'y did 
not have a specific Wlitten gront. oC voting authorit.y from the beneficia I 
owner. In reRponse to Conp;reRMonal and other criticism, all but n 
small percentage of tIle nation's banks appear to have ceased that 
pracf.iCt.l. " 

In tbe brokerft~e community, most mt'IDbt'nl of national Aecul'iti(ls 
('xchanJCR, acting pursuant to the nllf's of those exchanges, voh' 
~(lCuritleR without written Authorization on cl'l'hlill non.controvel'silll 
matters. 'rhe Commis.qion considered wbt'thf.lr this voting rCRulte(1 in 
brokeN exercimng undue influence on corporate afrr.irs or impinged 
011 customers' voting rights. After reviewing the matter, the Commi~­ •
sion haR concluded that bt"canse of requiremf'nts and limitationtl in 
those rules, tluch voting i.~ not impropel'. At tht' AAm(~ time tho Com­
mis.qion lias found certain problems with those n1l(,8 "'hich could 1('lu) 

" to il1~p'p~ri.~~.V9~ing~ some situati()llR~ . . 
(J]ni.~SSlonc..htii..COI1clud4!d. .that.-.noDI' of· the. altematlre ap-,. / 

~8.~\itos to Hhnreownet' ·communieatioliS pfHentcd in.Jh,. ~Umin8~ 
4Kl\tlOrt, ..!*-t··t!tis. tiin.~l C()~tl4:~.ect imp~v:ttmenti·iil ~ner-slUi~~ 

. 'J~~tiO-~. 4t-~ ~~~ ~ost wlllle'.p~rV;1ng the 'lldv8n~ 

~:t!~'~~if::~:~';=4~1~:~~tl:;=~~~;~trJl;~ 
exhibit promic;e D~ a long-tenn means for streamlining shareowner 
communications. In rejer-ting the otber aJtt'mativt'Rt the Commis.lliion 
eonlolidered CD.rf'fully the strong desire of mnny isNllers for direct com­
munications with tbpir sbareownprs. EOf'h metho(l con~idt'rl'(l for 

-Tile TAD oaneeP& JI ~ '..p; f'l 
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effeqting direct communications would have seriously disrupted the 
Recurities markets or would have impose<! financial and recordkeeping 
burdens on brokers, banks, or issuers. Im~t.ion of these burdens 
cannot bejustified absent a finding, whicb tile Commission was unable 
to make, that the existing communicationssystem is serio\lsly deficient. 

In view of the f~oing, tile CotDJDiMion recommendR that tile 
Cfoltablished is.~uer-sha1'eOwner communications Rystem be ret.al'led. 
Certain steps should bo taken to improve the oporation of tile system, 
however. SpccificaU'y, the CommL.ion will ro,riew the recommt'ndRtion 
of the Study that there be n rule reqniring isslIefR to aunounce record 
dates; for annual meetings in a more timely and effective monncr, Tho 
VommiSMioll bBS nnder conKideration adoption of pc.nrling rul('~ "'bich 
would require iS~llel'Sl to S('nd Rearch cnrels to inlenne(IiunC's at lem:;t 
tell do.yK priOl' to the record lIate ond ,,·ould require brokcr~ to l~polltl 
promptly to lAAUel'N' inquiries. 'rhe Commi~ion also will ('\"nluote 
the recommendation of the Bl.udy t.11nt brokers he requirt'cl to forward 
all commmlicaticms which o.n i~'IlI(ll" 8\1ppJie.; and fOl' tlu' COJ'wllnJing of 
,,·hioh tho iKMlIer reimbtl~ the brokcl"S I'eosonnble cxpenlile:4, 

'fhe Commi.~ionwill ask soveral of the national securitie~ exchanges 
to l'evic\v with their members the procedul'Cl:4 l1ndt'r tbeir rul~ for 
voting sto<:k held ill street nOMe and to amend those niles whero 
necessary in ordor to COITCCt certain miMinterpretations of tbe pro­
cedul'Cl:4. In addition, the Commi~c;iol\ will aMk tbe scU-rl'gulntory 
ol'ganizat.ion.~ jointly to prepare a brochure lordi!4tribution to Mt'mbers' 
customers to help them better understaml the bellt'fit~ and effects of 
leaving securities with a broker in street name. 

Finally, tho Commi.c;,~on will )}ro~ an advisory committl'e drnwing 
fl'l>re:;entativcs from the i~uor, bank, nnel brok('rage communitieR to 
focus on develol>ing self-regulatory approaches to bnlliementing greater 
standardization in the K)'Stem for tran.o:;mitting tihareowner communi­
cations, If the self-regulatory approach proves unsucc$...flll, tho 
Commi.~~ion will consider exercitoOing it.~ rlllemaking Ilower to effect 
~tando.rdization. 

3. Tho Practice as It, Affects DiKClosurc of Beneficial O\mel~hil) 

The practice of registering securities in nominee nnel strt'et name 
limits the amount of information readily- available to the public 
regarding beneficial OWDel'f, of substantial amounts of an i.....iuer's 
~ec\lriti~, Con~tl'S.r.; 11a.!~ determinc(l that ~ucll information is relevant 
to the inv~~tl1ll'llt Bnd votin~ d~cisions of .the public and i.,;; n('ces.~ry 
to the fulfillhlt'nt oC regulatory res)onsibilitie.r.; by fecit'rlll ogc.'llcies, 
Accordingl)y, Congl'C'K.'l hM t'Ktablisheil a )loUe:\" of requiring t:;nb$tantiol 
belleficial ownt'n; wboso boldi~ place them· in a position l)ott'ntioUy 
to control or illfluence siJtnifieant1~" the mAllllgemellt of an i.~l'Uler to 
report certain information about thQlol6 holtlinft$. Congre.;~ono.l )loliey 
also rc<luires thnt fluch information be made available to the 1mblic. 

Tbe If'gislative hi~tory of tho clilrelosurc proviMions of tho Act indi~ 
cates that Congres.~ considered owne~hip by any pen-;on or grOUt) cf 
more than five perct'nt of any c1as.... of Iln issuc.-r's equit~· sccuriti~ to 
be sufficit'nt to create the possibilit)" of influence or control. In the 
ca.r.;e of la~e in.'ltitUtiollllJ which have invl'stm('nt discretion over 
~curities thl'Y hold, Congres..c; established fiJ>ccial rejlorting require-
mm~ . 
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The Commission believes that the Act and the rules thereunder may 
Dot fuUT achieve the scope of disclosure contemplated by Co~. 
In particular, certain P-8fS0DS whose ownership. mterest exceedS fivo 
percent are not ~uireQ to rep<?ft their ownership. Implementation of 
Section 13(f) of the A~ !'8CImring reJ)Ol'tiDa: by !UP inJtitutions, hos 
not been completed. Funhermore, infonnaiion about pe1'80118 who are 
~uIred to ~ort is Dot as widely disseminated as may be desirable. - .F:i:Bally, the COmmission's powers need to be clarified in order to assure .. -effective enforcement of the disclosure provisions, particularly against 
loreign ~ns. 

Accordingly, the Commi~ion concludes that a comprehensive • 
&rstem lor disclosure of ownership inte1'eRts should be establi.CJhed 
which would: 

6. rcqu~ ~]osure by aU persons owning more than five 
percent of an lS8Ue; 

6. require iHsuol"l5 to include in their rcgi.'itration statements, 
proxy and information statements, and annual reports the in­
formation collected under (a); 

c. require information from larf,to institution.CJ pun;uftnt. to 
Section 13(f) of the Act and provide an effective means for dis­
semination of that information; and 

d. as.lJure that the Commission has enforcement powers sufficient 
t.o detect any eva..uon of the reporting ~uirement.'J. 

In order to accomplish this, the Commission Reeks leghllation to 
require ownen;hip reports from thoRO persons owning more than five 
percent or an issuer's securities who are not currently req'!ired to 
report tmder the Act. The Commt.won hu adopted "Item X," l)ro­
~d in August 1975, which will req~lire iR.lf1lcl'l' torublish informatio'1 
about persons owning more than fivo percent 0 their socuritiClJ ill 
registration l\tatementst proxy and infonnation statement.CJ, anel 
annual report~ In addition, the Commis.-don will complete imple­
mentation of Section 13(t) to n'quiro reportin~ by large institution~ 
and will take step-s to make such information publicly available. 
Finally t the Commission seek.'J legi:dation to clarify its enforcement 
nowers narticularly with re~rd to penK>ns who hold securitics through 
the nominees or foreign in~titutions. 

..4. The Practice as It Affects the Juri~1ictional Standards of Sections 
12,") and 15(d) 

The Commi~~onconcludes that the practice of regi~teringflecuritic!l 
in nominee and street name has not had an advel'lole cff~ct, on thejllri~­
dictional r('quirements of Sections 12(g) anel 15(.1) of the Act. Those 
re~uirement.c~ are baqed, in part, on Shareholder-of-reeord Ktandaml'l 
WlilCh Congr~employed on the aAAumption that there iq a Nubstantinl 
c:orrcln.tion between tho number of rt'Cordholdt'1'S and tho number of 
und~r1Jing beneficial owne~. No significant evidence c.ustR to indicsto 
th,.t tlli!\ aR...;umption has become invalid. Since cnRctment. of the Juri..... 
dictional stnndaMR of Sl'ctions 12(g) and 15(d) in 1964, there bas bct'n 
only mode~t. growth in the total percentage of f4t'Curitie.o; held in nom­
intae name. It i:4 thel't'Core unlikely that any i~~uers haVe! been removeti 
or excluded from tho operation of tho;~ ~ction9 of the Act bttcftuse of 
au incr('ft~ in nominee regi~tratioll. 
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The Commission, in c~g out its responsibnities to foster 8. 
national clearance and settlement systom, lias encourarred and will 
continue to encoura~ the expanded u.-;e of d~tories. Depositories, 
however, tend to reduce the number of sbaleholders of record by 
concentrating in a Bingle nominee name the holdings ofman<;rnOminee&. 
According!y, to assure that the provisions of Sections 12 and 16(d) 
aM not affected, the CommiMion believe,; steps should taken to 
remove depotdtories from the chain of ownership for purposes of those 
sections. 

The CommiRsion, therefore, will consider the recommendation of• the Study that it uz;e its power under Section 12(g)(6) to define the 
"shareholder of record" of securities held by a de~to~ to be the 
person on whose behalf the securities are 80 held. The Commission 
seeks legislation to enable it similarly to define "shareholder of record" 
for p~ of Section 16(d). In connection with this, the Commission 
will alsO consider the recommendation of the Study that each securities 
de~tory be required to send~riodically to each issuer whose 
securities the d~~tory holds a bst of the persons on whose behalf 
tho depoRitory holds the securities. 

•
 

"I 
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CHAPTER II 

BESEFITS OF THE PRACTICE OF REGISTERING SECURI­
TIES IN ~O~nNEE AND STREET NAME. 

A. Di8C1l88ion 

Rl'gistration or securities in nomine~ name initially servl'd as a 
method of facilitating transfers by fiduciaries and corporate institu­
tional innstors. a function which it still performs. As the llracti('e 
becaml' more common. it provided othl'r Important benefits to the 
nation'$ ~cUriti(,R markets. 

'fhe practice allo\\~ brokers and banks to combine the inf,('r~ts of 
many customers into a single.;"~?:eHtifre.a!!.>IJ·bis greatly reduces 
tht" number of cl'rtificates w6ich must ~e maintained, eliminatil!g the 
need for expensive safekeeping space. The use of jumbo certificates 
olso decrl'oses and simplifil's the paperwork as,c;ociated with servicing 
customer accounts. ~foreover, registration of St'curities in nominee or 
stre...t name permits brokers. banks and institutions to move securities 
among in-house accounts without tran~rer of record ownership. 

In addition to facilitating the internal o{K'rations of intermediaries. 
~treet and nomine... name registration is cl'ntral to arrangements which 
cXI)e(]ite the clearanc... and settlement of Sl'curities tran.c;actions among 
inu'rml'diari...s. l For example, street name re~strationeliminates many 
of the routine. time-consuming tran$(ers whIch were a maf·or factor in 
the paperwork crisis that crippled the indu~tr;y in the ate 1960's.2 
Under industry practice, a bu)ing broker "ill accept from a selling 
broker delivery or securities registered in stret't name (thoulth not 
necessnril)" in the Reiling broker's stlwt name). anel the buying broker 
in tum may redeliver lSuch securitit>s to another brokt'r. in each case 
\\ithout tht> need to tran!'rl'r record o\\"Ilt'l"::'hip prior to delivel')'. 

'foday an increasing number of securities transactions are being 
settJ('d through the use of sN:urit·it"s d...positories which, by registering 
nnd holding their J)articipants' seellrities in nominl'e name, are abll' to 
...fft'ct dl'lh·...ries among participating intRrmt>t.fiaries b)' computl'rizl'd 
book-entr.r without 11l0v"'llu'nt of (:l'rtificatl's or transfer or ret'ord 
ownershi,).3 The abi1it~' to ('ornplete transactions in this mannt'r is th.., 

I"C~ and .-ttlo-mPl\t·· or SK'urtllfll tranlllll"tions ..ntonlpa."S4'S thfo pnJI._ by.bleh tbe IWtlflS 
t., a trMl8rtlon t'lU'bMIp IIIOIWY IIUIl SK'urllk-s. (:lNrsal~ and ....Ue_nt 'radlllollsl1,. hay. been IlK­
("nlU'd b,. !'Ub5kJ1arlfo!I 01 ,a.- IUIl1onal1c'c:url118 elleh&llll~ and or tiM! Nallunal As5tlC:latlon or l>«urttlt'S 
lHBm. I1M'. I"NA~D"). 

t fb ~urltl... and Ellcllancf' t"omnlilslon. Stvdrl 0/ 11M t '''K/f ...4 t'..oalllll l'lIutitr, of Srol:", GIIIIl1i.'tr,. U.R. Illl«". So. 92-231. tr.!d Coni., 1M ~. 31-31l. 'I!i".,.. (tron. 
t (',.nl'll"", for f''tlUIlpho, oVl'r ~ JIl'I'I!I'nt or 'h.. Ir4l1llGl'IIolllO In ('OIllIJlfm """k on til.. N_ York ::I",·t 

ElU'b...... IIIC', ," sygE") alld thf' ~1JltoIitan ~tAwt Ksebauc", It"", I"AIlII'J.·') at\" $tOuted by boot mtry
d..u,'M')" tt!routb Til.. o..,lO.'Ilturr Trust Coml_IIY ("OTt'''). 

(9) 

\ 
, 



10 

foundation of a national system for the c1earanc~ and settlement of 
securities transactions and is dc~nd(>nt upon the registration of 
securities in the nominee name of the depositors," 

B. CooclU8ioM 

In Section 17A of the Act Congress' directed the Commhision to facil­
itate the. establishment of a national system for the prompt and accu­
rate cbaranee and settlement of securities transactions, 1'he Commis­
sion believes that the rractice of registering securities in other than the ..name of the beneficia owner is essential at this time to the establish­
ment and refmement of such a s)'stem and is consistl'nt with the pur­
poses of the Act, with particular reference to Section 17A. ..O. RtcMnmendation 

In view of the foregoing, ~teps taken to improve shareowner com­
munications. to effect disclosure of beneficial ownership, or otherwise 
to provide infonnation about the ownership and control of publicly­
held companies should not discourage the use of nominee and street 
name regsstration or diminish the benefits such registration provid~s. 

• 

• 



CHAPTER	 III- 'fIlE PRACTICE AS IT AFFECTS ISSUER-SHAREOWNER 
COMMUNICATIOXS 

•	 A. DiBC'U88ion 

1. Profile of the CUlTent g)"stem oC Tran..;mitting Shareo\'lmer 
Communication~ 

• 
The traIlsmi...~ioJl of communicatinns to shan-owners who hold 

:'t'curiticti of record iii a straightforward procedure. TypicaU)', the 
i~suer or itK transfer tlgent prepares a list of reeordholders and from 
thi.'i list generat~ mailing labels; the communication then is packaged, 
labeled, and di~tributed. The rules, procerlul't>:; and practices governing 
is.,!ller-shareowner communications ha,"e been de\"('loped not primarily
to facilitate communication with shart'holdt'l"S of record, but rather 
to as.~ure timely tran..;mL":iion of communications from i.~uers to 
unlmown beneficial owners whose securities are held of record by
intermediaries. It iq the s)'Ktem for transmitting shal"OOwuer commum­
cations through intermediaries with which this section is concerned. 

A. THE ROLE OF BAXKS 

Although it iti common practice to refer to the distribution of shale­
owner communications through intermediaries u~uch as broken; and 
banks," the Commis.,>ion has found that banb do not participate as 
intermediaries in the distribution oC materials to the extent generally 
assumed. The Study surveyed 179 bank.~ of which 149, or 83 ])ercent, 
responded. Among the respondents, only 13, or approximatel;r nine 
percent, indicated that they di.~tribute proxy materials and other 
:;hareowner communications as a matter of course.1 

Participation b\" banks in the communications process is limited •	 becauNe, out1olide of the major financial centers, banks hlld in nominee 
name few securities O\Oer which they do not have voting authority and 
do not forward shareowner communications with reg~rd to securities 
over which they ha"e voting authority. Morrover, manv of the bank.~• stated that cm~toml"rs who retain ,"otmg authority often request that 
shal"OOwner communications not be forwarded and indicated that thE'Y 
compl~r with KlIch requests. 

SO-GJ4-T&--2 
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B. THE ROLE 01' BROKERS 

Between 900 and 1200 broke~ are involved to some degree in 
transmitting issuer-:;bafoowner communieation..,.2 These brokers handle 
the va.c;t JH:rcent~~ of the shanaowner commllnicatioDiol transmitted 
thl'ough mtermedlarie~,a but the range of their im'olvement and.... sophi...tication vari~ ttt:,eativ. At one end of the spectrum jg a highly 
Butomated broker wluch caD. print proxies, proxv statements and even 
Bnnual reports in-hou~ if an issuer fa.ils to·provide an adequate 
tiupplv. At the other end, the Study inteniewed several small brokt'J'S 
\l'ho package and address materialS manually. • 

c. TRANS)fISSION Oil' PROXY MATERIALS AND 8OLICITATIOX OF PROXIES • 

(;) TrallBm188icm oj prorg m4"riah • 
Prior to the annual meeting of ~hareho]defg, the board of dirl'cton; 

of an is~uer ~tab'ishE'S a recoM date for I)urpose~ of determini~g the 
shareholdt'fS entitled to notice of, or to vote at. the meeting. Under 
the law of mo->t ~tate~. the record date mu~t be not more than 50 
nor I~s thon ten dal"~ prior to the meeting of shnreholdeflo'.s Shortly
hefof(> the record (ate, the is....uer sends known intennediaries a 
"searrh lettt'r" or "search r8rd" inquiring as to the number of ~ts 
of J!roxy Dlateriah;' needed Cor trftril5R1i~'iion to shareowne~.7 

The tvpieal search card cOn....istll of two partli. Half i~ a postcard 
tuldrClise<1 to the intermediarv which provides infomlation about the 
i:::o;uer's record date Ilnd meeting date and "(h'i~ the intermedi:lr~' 
or the materials to be :o;uj>plied. 'l'he other haIr is a tear-off form 
addressed to the i-4suer which rrovides ~po('e for thc intermediaf)" to 
indicate the number of set~ 0 mnterials which will be nceded. The 
~~l,rch cord advi~ the broker.of the nU!Dber oC picc&.i an~ the dimell­
!'olon~ of the motenal to be mot1ed. pro\"1des tbe broker WIth the name 
lIml address of the prol)(lr I)e~n in the issuer's organization from 

• 

• 
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whom ma.terials tthould be ordered. and permitR the broker to advi~ 
the iiSuer of the add~ to which materiallJ are to be Kent. Moreover. 
the distinctive blue color of the search card facilit.ates ill! processing 
in bu~y mail rooms during proxy Retl1K)n.·

Upon receipt of the rt'turn portion of the form. the issuer forwanls - materials, usually in bulk. to the intermediary. In addition to p-roxy 
material:.;. issuers may Rupplv mailing envelopes, return envelopes 
nnd other ~tationery need~. '.!'he intennediary break.ct down the ma­
teriall'l into individual set~ and may su))plement the materials with 
yarious in:'1erts relating to the cUi;tomer'~ account with the inter­• mediary.' The intermediary packages the mnteriaLlJ, add~ tbe 
envelopes to	 the sbareowne~ and m:oJtributes them. The ~hareowner 
is in~tructed	 to return the enclosed proxy card either directly to the 
i~Sller or to	 the intermediary depending on tbe intennediary'l:i pro­• cedures for voting securitie~. 

{ii} Solicitation oj prozie. 
(4) General.-A shareowner cannot give a proxy with respect to 

securitie:. held of record br an intennediar.r since the shareowner 
does not appear on tbe i~tler's records as a shareholder entitled to 
,'ote, 'fht'l'C are. ba.<;icall,)·, three proccdure~ used to Yote ~curitil':; 
or non-record shareo\\'nt'n1o through an intenne<lilU)': (1) the inter­
mec.1i8I'J° advises the shareowner of the matters to be voted on ond 
rt'q\l~t8 \'oting instructions whir!". the intenncdia~ carries out; (2) 
the intermediary signs a bl!ll1k proxy carel and forwards it to tbe 
shareowner who then Yotes anti forwards the card to the issuer; or (3) 
the intermediary is gi,'en voting di..cretion by the shareoWll('r nnll 
vot('~ thereafter without consulting the shareowner. 

(6) r"oting by banks.-Banks have voting discretion with ~arel to 
most ~\lrities thev hold in nominee Dame an(generaUy exercise it.IO 

When tht"y do not have voting di!icretion, fifteen percent of thE' 
resJ)()ncling bonks senll un~igned proXy canis to their Clistomers and 
request looting instructions; 60 percent of the resJ>ondin~ banks ~ntl 
bigned but unvoted proxy cards to their cnstomers and instruct them 
to rt'turn the proX}· directly to the is.-mer; and the other responding 
banks liSt' a combination of theSt" procedures. 

(c) '{.'oti1,g	 In) broktr8,-The niles of most national securities px­
•	 ('h"n~es provide that under certain circumstances a brokt'r rna)' Yote 

st'cllnties which it holus for a cllstomer if the customer rail!i to gi\'e 
,'oting instructions.ll 1£ the broktr rONanls proxy materials to the 
('ustomer at least 15 days prior to the meeting. tne broker rna" gi"t' 

•	 • a proxy during tt~e ten da)'s prior to the meetin~ on certam noo­
rontroversial mattl.'fS if no votin~ in~tnlctions are ~ceiv('(I.'2 Tht 
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rule further provides that the broker may give a proxy only if he bas 
no knowledge of any contest as to the action to be taken at the meeting 
and if the act.ion does Dot involve a me~r or consolidation or any 
other matter which may "affect substantiiilly t!le rights or privileges 
of such stock!' I' Under the NYSE and Amex rules. a customer may
still give voting instructions less than ten days before the meeting, 
in wmch case tne broker must submit a revised rroxy to the issuer if 
the customer's instructions countermand the first proxy.t6 

If a. broker intends to Kive a proxy pursuant to a ten-day rule,I6 
he encloses with the proxy materials sent to his customers a. letter

•	 explaining generally the ~visions of the ten..<Jay rule and advising 
("ach customer that the broker will give a. proxy }or his shares under 
the ten-day rule if the customer does not provide voting instructions. 
As voting mstructions are received, the broker tabulates the vote and,

•	 within ten da~ of the meeting, gives a proxy for his entire position. 
Shares unvoted by customers are voted for management.II 

Brokt'fS who do not vote punmant to It ten-do.y rule generally sign 0. 
blank proxy and forward it to their customer:;. 

(d) lTotin.g through, dtpoBitories.-originally, the Central CertifWate 
Sl"rvicc (UCCS"), the first. depository and the predecessor of DTC, 
solicited voting h~truction~ Crom itt4 participRnt~ on receipt of issuers' 
proX)· matt'riaIN. The participants, in turn, ~olicited in14tructions from 
th('ir customcl':3. This procedure was inefficient becau~ CCS was 
dc:;igned to pro,"ide computer-oriented St'rvicc.'s to it~ participants 
and con~uently employed a minimum of fun time c1t'rical pel1lOnnc.'l.
As a r('sult, eftc-Ii )·('ftr during proxy :-eason CCS had to hire and trnin 
temporary pt'n;onnel tel proc~s a grf'at volume of material. If partici­
pants w('re late in prOVIding voting instr'.lctions, the depoHitor)- bad 
to srnd out(QJl9.E~.Y.n l~tten;. 

"\¥bpn n'rC wa:; Thmtetr,:.it=il'i~ttfiirtid"ICnfW fflfMn:-wme.h·~m"Qlv,QtL. 
aW~~-signed"'JiE9Ji¥=-~f1s;-~""fIl!P-tieipa:nt·~ .~\l1:liMlugh an imJlrove~- ­

m('ul, thiS )lfO('eodnre was stdl mefficlent. 

fJ~l1~~~~~;JI~~~==~h~'~~:TloA~1>~ptfi-!~~lm~~rt~'~=' 
lren~rnt('d	 list of the Ilftme~ and holdin~ of pnrliclJlants tbat ha,-c 
d('llo~itor}' llositions in an i:-;SU('f'S !'ecurities as of the record datr. 
'l'he li~t. is f<Jrwarded to the i:i.r;ucr along with an "omnibu~ proxJ"

•	 whirh authori1"cs each participant, to thc extent of the Ilarticlpant's 
J>0~ition, to act n:) the depo~iton"s proxy and to vote the securities. 
l'h(' proct'durc is u~l today h~- die tnret' major securities deJlosi­
torif'S 17 !lnd. has la~el~' rl"mo,-pd dep~itories from the sharoown(\r

•	 commuDlrahons procc=,". 
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D.	 TRANSMI8SION 01' QUARTERLY UPOBTS AND OTBBB ROUTINE
 
COMMUNICATIONS
 

The transmission of quarterly rej>?rts Bud other routine communi­
cations is not accompamed by a. KObcitation of proAit>s and is thereforo 
les.~ com~lieated than the trun~mission of proxy materials and annual 
rt>ports. In transmitting quarterly reports, oome i~~uer~ send scarch 
(,'lrd~ to intermediaries and fill orders as in the case of annual rel>ort~. 
~-1ore often, however, is.~ue~ distribute the matt>riaJ!i without prior 
notice to the illV~tmellt communit~r,J' In thnt case, the i~uer elthl'r 
~in try to anticipate each intermodlnry'~ nCl'ds bast>d on prior ord('rs • 
or will ~Ild ono copy to each recordholder. Jn tht' lntt('r l'it lIt,tion, inter­
ml'dinrie:-; will order additional materials if the.r intend to forwtlrd 
them to shareowner:-;. 

E. SPECIAl. SITr.~TloxS	 • 
.A few is.~uer::; ('ach 3'('a1' bt'coID(' involvt'd in a proxy contp:o>t, have 

all itt'm which recluires a two-thirds vote or hl'f'(UDe the subject oC a 
tender offPl. In those instances, special procedures are u:>cd to ,li<J­
tribute communications and, other than in the WIlder offer situation, 
to solicit proxies. Manr ic;sul'~ employ 0. proxy solicitation firm to 
lltlndle these spedal situation.~. It 

Proxy M)licitation ftnns provide a yariet~· of ~rvices suited to the 
net'C1s of the particular i....·mer. 'fYpically, the JlroX)· solicitation firm 
\\ill speed distribution of matenll)s b;r hand dl'liverinl! them to 
intermediaril'S a~ the counb'\' and will obtain proxicl; b)' \vriting 
or telephoning intermediaries ftlid individual cu~tomel'S, In addition, 
the firm may provide con.~t1lting Rervicl'K with rr~rcl to strate~r in 
fighting the tl'nder ol('r or PrOX3' contest and mas pla~· a fole in 
oVl'rseeing the preparation, det;ign, and printing of matl'rial:-;, 

1'. REIYBl:RSEMENT OF EXPENSES 

After distributing nn i~"lU'r's materials to tb('ir eustomer:;, most 
brokel'S, ~l'k rcimbufSl'mrnt from tbe i!;suE'r for their eXlJen~. ae 1'l1e 
amount of rt'imbursement sou$ht il'l nonnaUy ba.<;('cl upon guiuC'linl's 
t'Stablished by the major Sl'curltip!i l'xchan~ and thl' ~ ASD. 21 Ei~ht 
of the 13 distributing bank~ routinel.r st'ek r('imbursemcnt for cXp'enS('~, •while one bills onlv in Cl'rtain ca..;('S. Tht' otht'r four dil'tnbutin~ 
banks, 8~ w('ll as niost of the ot11('r n'sp()ndin~ hanks, fl.'frain Crom 
sl'cking rl'imbul'Sl'm('nt. 2t 

• 
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2. Adequacy of the Current System 

The adequacy of the current system for transmitting shareown<-r 
communicauons may be measured in two ways; whether empirical 
data indicate t.hat the ~ystem provides an t>fI'ective mechanism for the 
timely transmittal of Rhareowner marerial~ at a rea~nable cost; and 
,,"hether the participnnts in the s)"stem IlC:'rceive the s.rstem to bf\ 
fulfilling tbC:'ir neNls. 

A.	 E1IPlIUC.o\L .O\SALYSJS OF THE DISTRIBUTIO~ OF PROXY MATf:RlALS 
A~D THE 80LICITATIO~ OJ' PROXIES 

(i)	 Time framts 
BllSC:'d on rt'sponst's of i~u'3~ and shnroowner...; t~ the Conuni...sion'~ 

~Ur\'(')', nn (,Jnpincnl model of the )ooxy transmission proc('~.; Wtl,.; 

develoJlt'd. 'fhe Vommi.c;siol\ sou~ht to identify weak link.. in the COIll ­
llmnications proce!'..;; b)- ll1C:'nl>uring the ftmount of time requirl'd to 
complete the valious stt')l::; in the trllnjqui,.;....ion of materinl:; t.o shm'l'­
ownC:'r~. 

(a) Receipt of proxy malerial8 by sltart'fJ'Ilmer8.-The most Criti(,ld 
time-slltln ~ the period between the receipt of the I)roxy ll1att-rial b}­
the shareowner and the date of the annual m('eting. If tbe :;hareowlwr 
is not given sufficient respon~ time before thC:' meeting date, tht' ('ntir~ 
proc~811 ha.c; failed. A di.~tribution of tile number of days between. tbp 
rt"CC:'ipt of proxie:; by shafCowbcrs ami the date of the i-;Sllcr',:; annunl 
meeting is shown in Exhibit 2. The exhibit segregates the rl'!olpondiIl~ 
~bBreownf.>rsbetween those who received their proxy material~ directly 
from an issuer nnd tho~ who received their proA"y matl"rial:; via nn 
intt'rmediary. The latter group of rcspondin~ shareowner:; i:=; furth('r 
divided into those who receh-ed their prox," lllaterialli (rom bank!:> Bud 
thMe who received them from brokers. • 

SharcoWll<'I'S who receive materialli directly from i$~Uel~ p;eneraUy 
receive thf.>ir proAie.e; earlier (relative to the me<-ting dnws) than do 
shareownl"rs whose proxil"s are routed tbrough intermcdiaril's, but til(' 
time differences do not appear to be significant. Although 90.1 percent 
of the proxies mailed directh" by ic;suers were received more than 20 
ds,"s prior to the meeting dates, as compared \\ith 70.9 percent or 
tbo:iO tran.c;mitted Ithrough banks and 78.3 percent of those l;t>nt 
thl'ough brok('rs, the pCrc<'ntage of proxi~ received at leLit eleven day:.; 
before the meeting date ii roughly equivalent for all three groups: 
96.8 percent of the proxies mailed directly by i~..mers; 9:1.6 percl'nt of 
those routed through banb; and 95.1 p('rcent of those routed through 
brokt'~. 

\"'bile t.he fOl-egoin~ indicates that tlu' proxv transmis.~ion pr()ces~ 
·~rt'OrDbi ade(luateJv 111 the ~nse tllat th('l recript of proxy mllterial~ 
b.r sharcowne~ i.e; tlmelv, a furtber anaJ'lsis of the inwnnediate sh'.N 
in the proee:-.~ is still apl)ropriate. If tht'rp. w<-rC:' 0. si~ificant falihre 
raw, t}i('n th(' inwnnoolaoo steps which tt'ncl<'tl unduly to slow down 
the traDl'lmis.-:ion of matl'rials would be critiC'nl. 
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TiMEliNESS OF PROXY HCOPT IY S1IAI£OWNERS: COMPARISON Of INTERMEDIARY DISTItlIUTIOH WITH DIRECT
 

DISTRIBUTION
 

PtrCHl of sbar.... mpoases 

-
Raved 011 fit Ifter IIIIIliIll date•••••••••••••••••_••••__••••••••_•• 1.2 1.3 1.S 
RacelvId lit 5 ...n....,.lIIIItinI•••..•.•.•..•.•••-...••.•....•..- .5 2.2 .1 
IIICIi¥Id 6 It ~I ,.,. bIfofe 1llMli . 1.6 2.1 2.5 
Il«tIYed 11 to 15 _ """.IIItItmI- _.- . 1.1 6.2 6.1 • 
IlIcIived tI to 20 daYs ...... 1IIIIti1l1••••••••••••••••••••••••••••••• ..9 16.5 10.1
 
Received IlIOIt tIlan 20 dIrs btfort mtelilll••••••••••••.•••••••••••••
 90.1.===7;;,0';;,1===7=1.==3 
TotJI n""oI..poIlStS•••••_ •••••••••••••••••• •• __•••••••• fi, M7 1..S3Z n, on 

•SotIru: SEC 1'76 PIDIlr SUSOll ,utsUtnlllirtS, Ollict of SKlr'itlts IlKIuslr, lid Stlf·Rtluialorr [COIIIIlIics. Dirtdoratl 
d (cDIIOmic and Potier Rtseateh. 

(6) Intt1'1Mdiate sttp8 in tke communicaiioRslroct88.-The first 
column of Exhibit 3 indicates thatt as expecte , issuers generally 
announce their record da.tes 10 to 50 days in advance of those dat~. 
The median timceSpan between the announcement and the record date 
for th(' responding Issuers was between 21 and 25 da,·s. Contrary to tht> 
t'xpected pattern, however, 24 pel"Cent of the respon<ling jssuers a1l0\V(.\(1 
)P:'1'o; than II days betwCt'n announcement and record date, and 11 pt'r­
('l"nt RnnounCffl their record date after t.he fact. 

'\Dile the lag between announr.ement and record date is not, or 
it"t')f, important, most L<;;suers do not send search cards to :ntermediarv 
recordh'Jlders until after tho announcement. Thu:;, n short timl'-Sllan 
betwf."t'n announcement and record date generaU" indicatl"s insufficient 
timp Ix>fore the record date during which the issuer can tran~mit. 
:;careh cards. The issuer can continue the search procedure after the 
record date, but this practice extends the datt'S for colnl>letion of sub­
sequent steps in the solicitation process and requires intermediaries to 
reconstruct their rerord date positions. 

The second column of Exhibit 3 shows the distribution of tilnl' lags 
betwpen tho commencement of the issu('r's search proct'dure and tlif." 
record date. This distribution is skewed more toward tho shorter timt' 
lags than is tho anno\mcement-to-record da.te distribution becau.~ the 
searcb procedure nonnaJly begin.~ after the announcement or the 
record date. The median ume-span for this sequence faUs between 11 
Rnd 15 da)'s; 39t»erwnt of the responding issuers indicated}('SS than 11 
days between tbe two dates. •

'rho third column of Exhibit 3 shows that for nearly two-tbird~ of 
the issuers for ,,·hich time lags were calculate<! 23 the intt'rml'diaries' 
requl'Sts for proxy matt-rials were received by the if;..4:Wf."r It'S.';; than eleven 
dftJs after the mailina of a Sf'arch card,!' and for nearly 89 pl'rcent of 
the matched issuers tte requests were received within 20 da)"s of their 
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search card m~. These time ~eriods appear to· be ·Iulequatc,
although it is desirable for intermediaries to minimize the response
time. . 

EzJII81T 3 
TIME SEQUENCE DISTRIBUTION OF PIIOXY TIWfSMISSlOItS VIA INT£RllEOtARIES 

Itlllllblr of ISSUIfI faIIlftt .... tiIlI ......-1OfI­
frOlll fJOlll'" 

IIIIIClUIlCt- \IIlItD Framr.st 
_Idol FrellIllllllCll to hICIIpt of 

rlCDrd dIte d... ,.:-'~ 
to rtcOfd rICOrd Inter.. 'r::• N....oIdays	 dale daII l dlarltsl diarIts 1 

lila tIt.1t zero l ........................•..._ . 
Z _••••••••••••••_•••••••••• 

•	 I:to::::::::::::::::::::::::::::::::::::::::::: 

j!!~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
31" 35•••••••• _•••••••_••••••••••••••••••••••••••• 
36 to _ •••••••••••••••••• 
41 to 45•••••••••••••••••••_.__._•••••••••••••••_ •• 
'" to M.••.•_._._ ••••••••••••_ •••••••••••••••••••• 
Mor,tIlIn so..••.•••••..•••.•.•.•...•..•••...••.... 
N.. raportad••••••••••_•••••••••••••••••••••••• _••• 

T _••••••••••••••••••••••_ ••••_ •• 
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The next :-\tl'P in th~ l)roc'Nluna io; for i..:men; to fill the intermf'tlial-i('~' 
rccluestH for ))roxil's. B)' l'ho,,*in~ the cli~tJibution of timo lal{..~ betweC'll 
the daltes the i."suC>1'S re('('ivl" rl"qul"l'lts aud the dates the intenllediaric·:o; 
J'('('C'ivc (h(· nltlt€'ritl)S, thp fourth ('olumn of Exhibit 3 helJls to a:l"'~" 
t h€' i...·mef:-\' pcrformant.·t'. llallf of the matt'ht.'tl i:l..;uers fill('(l tile ill­
t(,fmt.'tliari('s' rC'clupsh; \\ithill 25 cia\":o; of l'e('cil)t of the reque:-.ts, llntl 
90 perct'nt of lh~ Illatehecl i:l..ucn; ftU('d the requt'st~ "itbin 40 da;yl'l. 
1'11(' time In~~ nft' in I)tlrt attributabl(' to the fart that most ig.o;uel~ 

..
 
• hold ~ear('h c'aml f('Clu('st... until matt.~)'il1l~ arc di.-.tribute(l to rt't.'ord­


holcl('1'N J!pnprnl1.r. All inteml€'cliari('s' J'('qut's{s 1'('('ei\"ed bl"fore th:\t.
 
tlllt€' nre fill('d Ilt thllt time' ami sub:-\f'<tllt'nt re<luests lIre fill('(1 as they
 
nl (' recrivt'C1.
 

'file l>C'rformnnc'(' of isslI('J'S ftnd intl"rmc(linrit>s noflp.c(t'tl in Exhibitlot 
2 tlnci a (l('munstJ'lIt('S thnt thl' overllll proc'('lo\S of proxl· tI·llll:o;mi~..;ion 
"ill interm('(liarit''i; i:-t ~ubstnntiall}r s\lt'e('~Sflll in adlit'vin~ it:-t gunl. 
(;i) rotillg ~fficitllr"!J f~f the 8Y8ltm 

The €'flil'it"ll('Y of tht' :"htln?O\nlC'r ('ommtmirtltiolls 1)1·0('(1...... ('1m nlsu 
hf' mt'l\--urC'd in '('rm.. or its stJ('{'('l"S in C'Jit'itinJ! j}l"Oxit.'s. EV('1l if tht' 
:--y..t€'m fully nl'llic'"c''i; it~ cli~tribllti(m objl'(·th'(·, i~l'lI('n; will be rrus­
tl'lltNI if u touffic'ic'nt "otinl!' p('r(·(-J1ttl~(· is not. ntttlilled. 'J'he ('011I­

http:so..��.�����..���.�.�.�...�..���...��
http:M.��.�_._._������������
http:41to45�������������������_.__._���������������
http:zerol........................�
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mi.·....4ion therefore ~ught to determine whetht-r there i~ any relation­
shit> between the Totl" n.al'eive,l by i~uen; nod thl' extent to whirh 
thr.tf securities arc held in street Of nominl'e namf'. 
Exhibi~ 4 di8pla)'~ thl' cros.~i'4tribution oC i'i."iuers arra~yed by 

th('ir votmg percenta~l"-l ~J>~reeot oC ~hareN voletl at the 1976 annunl 
ml't'ting) and by th(' ("on<.entration of tht'ir outstandinO" shares in 
the hllnth. of interDlE'diarie... Sinre mort' than ;9 l>errent of the i~..m('rs 
nttainet1 voting llerl'elltlll!t!s or at It'ast 75 perct'nt. at their 19i6 
ftnnuol meetin~, thert' i~ little variation Rmong issuer:, to attributl' 
to the p~n("e of illtermcc.liari(·~ in the t'ommllni('lltion~ proCl's,... •
~'urthermort', all eXRmina\tion of the dntn rPvl'tllecl no tlioJt't'rnihlt' 
pllttenl to the di.-;tribution ;r& :«) thllt tht' vllriatiol1 whieb clOt's t'xi.. t 
dol'S not appear to be rl'laatE'li to the ('onrcntrlltion of intl'l'ml'dialr~' 
...hureholdings. • 

•
 

•
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CROS5-0ISTRIBUTlON Of it£POR.T1NG ISSUERS BY KRC£NTAGt Of SHAllS yono AND PERCENTAGE or yotlNG SHAlES MELD 8'f ;·'T£IlM£OIAIllS 

IPtIcIftt " I.... fllli11lnto ... C1111---_.. _._-_.__ .... _-_ .. '-'-- -- ----_ ...__-:...._--~---_.~._-----_._--

Yotalll sIlIrlS IIIN !IV I__llfl" IS • perClllt of sill,.. OIIt1t1l'odali 
~ II sllllII voted III . IIumlllNlf 
lt76 lIUlilllllltMllIf NOlle OJ to U 10 to IU 20 to 29.1 30 to 3U 40 to 41.1 50 to 51.1 SO to at 70 to 79.1 10 to IU to 0' ar•..., Total .....---- -- _._.. _-- ....__._--. --_.-
Ua tIlIa 50................ 0 o 0 0 • 0 0 0 0 0 0 0 a
 
flO to 54.................... 0 .7 0 0 0 0 0 0 • 0 0 .1 1
" ..51.1.................. 0 o 0 0 0 0 .7 0 0 a 0 .7 1
 
II 1014.1............... ••• 0 .7 1.3 0 .7 .7 0 0 0 0 0 U 5
U........................ 0 o .7 U .7 1.3 0 0 0 0 0 U I
 
70107...................... 2.0 2.7 1.3 2.7 t.3 .7 .7 0 0 .7 II 12.0 11
 ~ 7$ to ".................... 3.3 U 2.0 U z.1 2.0 z.1 1.3 .7 0 0 22.0 A
 
10 to 14.'. ••• .•••• 2.7 1.7 2.0 to 2.1 5.3 13 4.0 .1 0 • a.s 44
 
1510..................... 3.3 U z.1 2.0 2.1 ".7 z.1 ZoO U 0 0 21.0 •

IOtlIkt.................. 0 G • 0 0 I.S 0 • .7 0 0 2.0 3

15«1'....,................ 0 o • 0 •• 0 0 0 0 0 0 0
 

Total••••••••••••• : ••• -l'i.'i' 11.7 10.0 lU lG.7 11.0 10.0 7.3 U .7 0 Ulo.o 1150
 
:~~..:_ooc.::. ~: ~ ...:.. .. .I;:"-=-~~-.=.....=:."=-==-=-=-'":&:~.... .,.= .. :"...=-:.s=-=-.-=~=l.:....:.-:-- ,._. ':....-=._~::Z"'_.====~:;=_"""";;;::
 

Nu.r " iutI.............. 17 21 15 II 16 24 " 11 5 I 0 'ISO .
 
A...... ¥ttl.. ,era.......... 71 10 77 n 71 II 10 11 IS 73 0 71 .
 

------- ._------­
SD_: ste tWI In., ._........"..... StetIrlti.. tll4l1*, •• Self.........,
I Nin••1Iht 1St report"'1 IssutfS",. includld hire", II iudIicitlIt el.... 

[collllllCS. Dtrectllrlt. 01 lcHolIic ItId I'alic7 R.-rdl. 

r 
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Neverthele.c;s, .the regression: technigue was utilized to test the 
"explanatory" power of several variables. First, since the intermedi­
arielI used in EXhibit 4 are not a homogeneous group, they were disag­
gregated into bank and broker 8U~U.ps. 'fhis j)rocedure did not 
reveal any relation.~hipbetween Y'Oting effimency and the concentration 
of shares in the hands of brokers, but the ballks exhibited a pattern 
t('nding to support the exist~nce of a relation...;bip. 

Exhibit 5 demon.~trate.') that an increa.qed concentration of an 
i':;'iuer's sh~ in banks i.'f a.'lSOCiated with increased vot~ ~rcent­
ages.2t Both the average voting percent~ and the overall dIstribution •tend to support thi~ po:ritive relation.Qhip.J7 The reason that an in­
crea.~ concentration of bank shareholain~ tends to increa.o:;e an 
i.:;...;u('r's voting percentage while broker ~areholdin~ ap~ar to have 
no effect may be that bank.. have ,·oting di-lCretion WIth ~rd to •most securities they hold in nominee name and exercise their voting 
auth~~Dr to a greater extent than does the average shareowner, 
incllldMg other inst.itution~. 

Nono of the other relat.ionships tel:lted revealed a single factor, or 
combination of factors, which wo.~ able to account for a material pro­
portion of ,·a.riation in the percentage of share:; voted. Only one other, 
the average number of shares pc'r recordholder, wa.~ con.c;~tcntly 
sipificant in the stati.;;tical sense. To~tller, this and the percentage 
of shares held by bank..; were able to explain lelotS than 15 percent oC t.he 
observed variation in voting percentages. The above anal)~i~ lead..; 
the Commis..qon to conclude that variation bl voting percent..es 
among issuers is trll.ceablc to factors other than the proxy di.;tributlon 
system. 
(iii) COBt data 

'The Commis...ion examined: (l) the avt>r'W' cost of sending proxy 
materiahl directl)· to recordholders in companson with Hending proxy 
materials throuJth intermediaries for transrni~on to beneficial 
owners; (2) wheiher there exist substantial economies of scale in the 
tranlIDlission of proxy materiaisj and (3) whether the current methods 
t r i~uer reimbursement to interml"diaries are rt>a.;;onable. 

(a) Cost structure oj iS8t1er pl'Ozy optration8.-It is apparent from 
the COllt data llubrnitted in the \"ariouli ql1estionnairt'R tl1at numerous 
respondentg either did not. have gufticit'nt information to complete • 
the cost question.CJ or did not unde:n;tand the in.c;tructions. Because of 
these problem~, a sub-sample of 71 i~uers which appeared to havo 
naported reliable cost data. wa.'" selected.1I In ordPt to insure t11at the 
cost data were reliable, most of the i.;.')uers were contacted for expla­ • 
nation of the mpthod the, used to determine cost. Among these 71 
i,·;uers, 37 lolCnt their proxJt~s and annual reports a~ one packat.ge while 
:W sent their proxies l)('parateh' from their annual report~. 'rhe~ two 
JUOups were segregated for p,irpost'S of analysis of the cost data. In 
addition, the i'''lU.''rs were ranked in &c;cending order by the number 
of Rf."ts of proxy material:; sent directh· to shareholders and placed 
into five grou~ ba..,ed on the number of &'ts sent. 



CROSS-DISTRiBUTION OF REPORTING ISSUERS BY P[RC£NTAGE OF SHARO VOTED AND PERC£NTAGE OF VOTING SHARES HELD BY BANKS
 

IPtrttllt of Ismrs fallina into each cell)
 

Votl1l& ....ra "lid by b.nks II • percent of "'ara outstandlnl 

PItcIllttIIef sIIares voted in toOf Nv...of 
lt761lllii11l1l11tin1 NoR. oto IIJ 10 to 11.9 20 to It.' 30""1.9 co to 41.9 5Oto~U 601069.1 70 to 7U 10 tolU I'nt,r Total llsutra -
L........ 50.••••••••••••••• 0 0 0 0 0 0 0 0 0 0 0 0 0
 
50 to 54.9•••••••••••••••••• 0 .7 0 0 0 0 0 0 0 0 0 .7 1Uto 5t.'•••••••••••••••••• 0 .7 0 0 0 0 0 0 0 0 0 .7 1 

to 14.ll••_••••••••••••••• 0 1.3 .7 0 1.3 0 0 0 0 0 0 3.4 5 
65toU.9•••••••••••••••••• 0 1.3 2.Q .7 0 0 0 0 0 0 l) •• 0 6 ~ 
70 .. 74.9•••••••••••••••••• 2.7 5.4 1.3 .7 .7 .7 0 0 0 0 0 1U 17 
75.7t.I.•••....•.•••..... 4.0 I.l 2.0 0 4.7 1.3 .7 1.3 0 l) 0 22.1 3J 
10 .. 14.J•••••••••••••••••• 4.0 '.. 2.7 Z.7 3.4 4.0 1.3 1.S .7 0 0 Zt.5 .. 
15 ....................... 4.0 5.4 3.4 3.4 .7 4.7 3.4 I.J 0 0 0 Z6.Z 3t
 
to ..14.t•••••••••••••••••• 0 .7 7 0 0 .7 0 0 0 0 0 2.0 3 
tsar 1ftIIIt-_••••••••••••• 0 0 0 0 0 0 0 0 0 0 0 0 0. 

T4ltaI••••••••••••••••• 14.8 32,9 12.' 7.4 10.1 11.4 5.4 4.0 .7 0 0 100.0 114' 
=-=.~..=.:..- ...__-::=:.-:­:.:::=:=::'- =---= .,---­-"UIIHr oflllutn••_•••••••• 22 49 l' n 16 17 6 1 0 l! 1149 •••••••••• 

A..... ~III PtfCI.Iqt_.- 7S 7. 71 82 77 13 U• IZ 13 0 0 7t •••••••••• 

I 10 of tIM 1st rtl*tiftllssutrs art nat IlICIudtd Iltre dill to Insullicitnt cbta. Source: SEC 1176~roll:Y SUIOII ,utslionlllirts, OIIQ of S«urltla Industry and sett·....tory
Economic:s. Dirtctor of EcOllOlllic and Polle, llIsarcll. 
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)b1l1lll"1' 6 

COST TO ISSUERS OF SENDING PIlOXY MATERIAlS DtIlEClty TO RECOROIIOLD£IS 

.........
 
lIrId cost

TaW PtrUIlil ...... ,.,I ....... "
 N..... ., tIRct PlrlaitPnaY tilt':::J:L-::''' ,roaitt -= hIt.-.­••t.. ) i...... cIIt dilldClllt COlt~ 

A. IsMrS ........... "'*' IIlCI
 
...... ~ .. 0IlI..: 

laslllilll~••••.•••••••••••• 11 14,140 113, 200 SO.n 10.&5 $0.242. to 4 

'"= 
••••••••••••••••••• 11 31, iii. 29.4118 .7& .52 .24 

I5l1 ..~................... .16 .72 .14 •
 
~= .10III.:" .•................. 3 ...7$;946- I.GO ...
 

I •• IIId ""•••••••••••••••• 4 3.637.518 1.234•• .34 .21 .05
 

T.taL••••••••••••••••••••••• 31 "111,311 1.3M. Il1O .31 .31 .lI5
 

8. IIIIIIIS wtlkb IIlld pmIes and -
IIlIIIIII n~ II SIPII* ,1Ck•..,: • 

las ttlIa ~••••••••••••••••• 5 15.970 11.277 .71 .&0 .n 
5&*10 ..................... 6 47.351 .65 .57 .01
 
1:1.: 10 ••••••••••••••••• 13 :m 611 l:l;m .41 .31 .10I ,-and Oftr•••••••••••••••• 10 2, 1~7IM 763, •• .35 .30 .05
 

TotaI••_•••••••••••••••••, ••• 34 2.631.713 -'272 .37 .3D .07
 

.....: data ....... II ...Ham,II.f7IlssMrt,.,..............,__1IlIonMtIoItCOI:CInliIi costs of
....,.........
 
Source: SEC t~~= qnsbuIres, OIICII 01 sec..... Illdustry MIl StIf..-1atDry &onoInIcs, Oiflclerale

of ECOIIOIIIk ... 

Exhibit. 6 ~ummnri1.~ thp. ('o~t information fOI' th~ two ~roup~. As 
can be llet"n fl'Om thi"\ table, the per unit direct ('o~t of ~ntlin~ proxv 
ml\tClinl~ directly to shD1't'holde~ by i"\.~ut"~ whirh l'lend proxi(':o; un;' 
annual rrport-- 8:'\ one l)l1d{l\~e ra~~l from $1.00 for i~uen; in the 
10,000-99,999 cat~rory to a4 (~ent.-- for i:-:Sllp.~ in the over 100,000 
catRf()~" P~tlll!e RccountNI fOI' al)l)roximat('ly 84 ]>Cf<'t"nt of thp 
totn dire(~t ('ost or ~ndin~ th~ materiftl~. Wbt'll po!'\tage Lo; ~ubtrart('fl 
from tht' ~I' unit. dired ('O!'it, the I>cr unit internal co~t rnll~e:o; from 
24 ('rnts Cor issnel~ in the Ir..;... than 2.000 ('at('f!of)- to fiv(\' ('ent~ in th(' 
('nteJr0ry of OVl'r 100.000 pro~;~~.lIt 'rhus tilt' per unit eo~t of proxy 
o)lp.rntions fnll:- IlS the Ilumber of Sl'ts of mlltedul.. sent by the IS~U(,I' 
itwrrll'i(,s. 8tnti...ti(·alh·, fOI' ('V('fV one l>cr('(mt iIwf('ase in the numbrl' 
of pl'Oxil's =-~nt, the i)l'r unit itlt(\Mllll ('04 "lJlS. on the n,·erll~('. hv 
().:~ I)(,fc·rnt.so Bl'('IlUse postUIrC IU'count:-; for ft high porcenh\~ of th'(· • 

II For al137 issUHs, thp Pl'r unit IntPf110l t"Oat was It" l't'nl,,: this ~rl'. how",PI'. Is h..'rily wt'lldltfli hy 
.~ bsuHs With over 1110,000 proxks. wb~b acrounted tor !16 I~~lt or all pruxb lellt by tM r. S&IIlple 
t'4llnJ*ftll'S. 

• A limlllt' PJ1l1llrk'al moclt'l .... testl'd on thla ~t1onof r, islUl'rs. For .Illa IlUrtlOSl'. only dlrtt't 
tolII olht'r '''n 11CNI!~ .... alloJyud. \\"Ilh tbe l'll!stfl\("t' oIl't'OMmi... or~. tbe ppr unit In.""" dln",·t 
f'Ost .111 ran U 'hp nGmwr 01 pro,l... lIl'nl ,,~. Ills unllbly, '-'tVPI'. (hal th. r..lallOllsJlip woulfllJl' • 
1I11t81j tntoenlrllf nat willi ~l'ry Inc11!IIJio of a .hotl.lld proJil'S, thl' pPI' unit Illll'l'lUll tMt would "'line 
hy a 'IXi'd amount. l",tMtl.11 w.Il)'JlOtIIl'Siud that till' r"'tlenshlp wookI he MKTilIllIV. m....IJIIl ,hat . 
lor .Yl'1T ))l'lftn..... In....l'8w hi thl' number or prosll'lllPflt. Ht. pcor uBlt Illtemel C'OSt would dt'l'U... by a 
C'f'rl.ln ppn'.nl.l'. ThillattPl' l'O~ ran bt' dHi~fIS by mill' IoprIltlmlc transformations of tile eLata. 
The simPIt' JnocItl teslr4 was: 

1.01 (Ir)-e+4l1 Lac (PIOlIes) 

W,",,",,: I.OK (It)-Ulp.loprlthmle tranalDrmltlon 01 the per unlt dlrec:ll'OSt minus post.,. II« unll (l\I~ 
eallloi Jll'f U!\1t lllterDl&l cost).

LOJ' (PrulH)-t,", ..... ilhmk transformation of t~ numbPI' of St-tl 01 pros)" materlalslelU by
_hlalUPr. . 

I'or th.. r. issut'rs Sfndllll proXIl'lt IUd annual nJlO!UIlI OUt' 1*b~ thl' bllowInc eQaatloa wu dert9l'fl: 

A,
Lac (k)-.4207-.J13t ~ CPI'OlId)

(2..) 'N'atlo 

Bt-.20 '-1.753 
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totnl cost of proxy ollerRtioll.'i, hOWe\-~l" thE.' mt'thod of mailillJ.! t11(' 
proxy mate-rirt.ls and the we~t of the combinNI parkage of tilt' proxy 
alnll annual report i~ a more imJrortant fa('tor in (tett'nninin~ pt'r unit 
('o~t than th~ number of I)roxi~ sent by t11(' i:o'~ttl'r. 

EX'UBJT 7 

COST TO ISSUERS OF SENDING PROXY MAmtAl THROUGH INTERMEDIARY RECDIOHOlD£RS ._-­
lotal per

NlImIIIr	 I'Ir lIlIIl uniteost 
Clfpmles	 total cost EstinIItt4 of"ncIi~2•	 .....Praxr sill elass (N__ .. tIlfOlll/l	 IIIinu ttbI "r; CI"Tola' rerllllit	 Per URlt perllllit IMIIt ou-"prOldes HIt "bentficlat IIlIInM- lIIrIct cllrect postlP POS: m: Per unit I.rme· 

Owners) lIiIries COlt ceat cOst	 diaries'IYIlIIIIt 

• ft. tssuera wille••nd pruIes
III -11II rtJGfb .. AI 
pac_: 

lesS IItIftr......... II, ..4'i $1.517 $0.&7 $3.41 $0.26 $15,113 $1.33 $l.GO
 
2,ClO1 to 4, ••••••••••• 17, 291 1,116 .41 .28 .19 22,711 1.31 1.78 

IUl2 .71 .22 .•1 1.67 2.31'Alit 'I:-.......... 21,123	 -';.32

I .oao to ........... 43;173 lU34 .43 .35 .01 1.51 2.01
 
.,4100 .nd ower....•••• 325; &6lI 3t,903 .12 .01 .04 dim 1.52 1.&4 

latal•••••••••••••••• 41••• .21 .13 .01 63&, 110 1.52 1.73"'&42 
B. 'ssuers wlllcll wncI proxles

11III._, raports II .,..."&If: 7 753 7 091 .92 .33 .59 n,217 U5 2.37 
51'" •••••••• ---LasstllUS········ 17:521 11: 154 .64 .40 .24 24150 1.41 2.05 
I It ....••••• .35 .26 .CI 11i658 1.40 1.75 
I lIIIG aad ever•••••••• .17 .13 .04 515;Z03 1.lt 1.36m:= ~= 

TaIII•••••••••••••••• 585,m 13t,. .Z4 .17 .07 m710 L25 1.(' . 
1Ialt: 11Iltsa data In IIIstd OR .lIIHImpll of 71 hsUII'S repor1!AlIIItOIIHI, ICICGfIIt itIfonIIaIIOL 
SouIcI: SEC I~~ questiotlAlifft, ~ of SacurItIIs •....." IIId Stlf........,E.......... OIr.r. 

of ECIIllOMiC nd 

The results for i.....;lIers which send proxi~s separately from annual} 
reports are ~imilar. Surpri.~ingl)·, the per unit direct cost of S('ll(iing 
th~se mftterial13 ~pnrat('h' is ilie snme as whe-n S('nt as one packaltl', 
but ~he ~tugo pl'r unit'decreoseos b~' on(' ct'nt and per unit intl'nllli 
cost 1ncrea~~ by onl' cent.ai 

Thc cost data indicate that the pl'r unit cost of sending proxy 
illaterials to bt'neficiul owne~ through inte1'mediari~sis l>1I1~hmtilll1y 

•	 higher than the }>(!r unit ('o~t of scndill~ tht'sl' mattorials dir('ctly to 
~hRreholdel'8. Exhibit 7 p1'ejo;('nts those costs for the Sftm~ two ~O\l)l~ 
of i:;;;!';ut"rs J"('J)r~nted in Exhibit 6. Upfore rt>imbllJ'l;eml'nt to inter­
Dll'diories, the ))<'1' unit direct cost to i~~ul'~ of scndinf.t proxirs 0.11<1 
annual rc_ports als one palckngc Wtls onh- 21 cents compared to 37 cent..; 
"'hen mailing dirt'ctly to shareholders: 'l'Iu' .tifft-renee i.-.; primarily du~ 
to lower ~b\gc \"henst>ndinlt lUlltl'rinl:-; ill bulk to intl'rmedillrit':';. 
'I'he per unit J>0~tllgc cost to l<;'<:;U(l!"K of ~nding proxic:-; Ilnd annunl 
reports as one packllgt' to intcrrm.'diarirs was l:i C('llt.o.l compared with 
31 cents to send Dlntl"riuls directly to AAnrehold(·rs. On lhe o.vpn\~, 
however, the ller unit reimbul'liemt'nt to intt'nn('diaries was $1.b.2 so 
that the total per unit cost or St'n<ling mnt('rinl:o; through intl'rml'dinrit'~ 
for these issu('!'S n,-crllg<.>d $1.73 compnft'd with only 37 cents wht~1L 
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materials were sent directl)' to shareholders.II When proxie~ Ilnd annual 
reJ)(?rts are' sent separatel~', the per unit reimbursement to inter­
mediaries was $1.25 compared to $1.52 for materials Kent as one 
package. The lower average reimbunsement probably result,:) from the 
mtermediaries' ability to send the· annual lep4?rt by other than first 
dftss mail when the materials are not combined in the same package. -

ExBJUT 8 

BROKEIt·DEAur COST AND REIMBURSEMENT OF SENDING PROXY MATERIALS 

Per unit 
Per umt difect 

direct cost 
cost lIIillllS 

Nllmber lllinus h,ullit per ..i 
ProllY size class (llumbe, Nullliler of h, ...it "'runit per UlIit rei. mlA' 

of prOJCin sent.. of pro.1ts Direct direct maiIle:t ma~f bur. •• • 
IltDeflclll0WIltrS) brokel1 $lilt costa cost a IlItIIl IIItlIl 

.... lblll.Ol».•••••••• 10 4,32' S17.611 $4.07 $1.1lI SUg SUi SUI
1,lIOO lD 4 _.,_ •••••• 12 31.450 8t.~ 2.16 .~ 1.31 1.. I .• 

9 56,717 103,liOS lIZ .50 1.22 1.16 .&6
• 153,049 .72=to'~':-"",_"" ,,m.....•.•. 10 351.- 2030 1.51 1.48 .12
 

a................ It 318,112 1.11 .41 .70 1.0'1 .16
 
~~.I:......... 6 4l5, lI5!I ~m 1.20 .51 .62 I.• .ll
 
I ••1 •••••••.• 6 81o.OOl '34.832 I.l~ .75 1.17 (.02)
 
lO';aoo ............ !I 1_271 1. 513,1M .99 .&6 .33 1.14 (.15)

500;000 IIId owerl ••• __. 5 It: lt11, 30S 7,107•• .41 .21 .12 .53 (.12) 

TotlII•••••••••••• 74 22,!i!ilJ.053 11,827.448 .52 .35 .17 .61 (.11) 

a£.cIudIs aIIDcatiOft of .....head fir 1ItIltIb*It. ~llISo IlId dtpreciatiollof e~. 
I Ttttuta IS ..tilt R_btrs of proxies MlIt by tIIis eM..,.., Of lInIller-dasiers are oWtnt'" SOIIltWIII1.....ee.tIP

of tilt twoIltr...., wtrt IIllHIt III separ...R111l11er of protias ""lied fll'lll tilt__01 __artIIrl, ftI*b lAd otIltr 
,...of uinfotlllltiollal" IIlIttriaIIIIailtd. As a rtSIIIt, 1M ,., IIIIit rubursemttlt Is IIlIdtrsllt&d becHse lII...i..bIIrse­
IIltIlt fIlrllllormalioael·1lIIttriaIs is UStl'" ~ _ til.. til. ItirHllrsemtAl wIIidIlS cuslomUV ter proq IIIItt ­
rWs. 

Nolt: 1IItse ..... 1ft lIastd OIl as......oI14111otl1r-4telers reportitIa .usoubIY lCClH.te itltonulloll COlIClIfIl.,_of ,myopentioala. . 

Sor.ce: SEC 1116 proJJ' Its*, ,lItStioJtllariM. ONce .. Sttllrltias hldustry aDd Self..ReavlalDrf EeoROmlcs. Oir.,,'" 
of £c:onollllc: _Polley Rtteerdl. 

(6) Oottt 8tructure oj intermediary proZ1J opemtions.-of tho 118 
respondillg brokers, 74 submitted data which app('ared to refl~ct 
reasonable estimates of cost.r;.» The 74 brokers nrc concl'ntrated 
amon~ t.he lar~r firmR and accounted for 99.7 percent of all the proxy 
materinbJ sent by the responding brokers. Exhibit 8, which displays 
summary information for those 74 brokers ranked according to the • 
number 'of proxies Rent to sharcowners, shows that, M the number of 
proxies Kent. incfCllNcs, the eer unit direct cost decline!), indicating 
potential cconomil~ of scale. 

Comparing the per unit direct cost of distributing proxy materials • 
to shareowners as between brok('rs and issuen>, it. apPears more 
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economical for the issuer to mail directly to its shareholders. It costs 
the issuer 37 cents j>er unit while it costs the brokers approximately 
52 cent::» per unit. Even when mailmg costs are eliminated from the 
analysis, It costs brokers 17 cents per unit to forward proxy: materials 
to sliareowners compared to six to seven cents per uni~ for the issuers. 
'rhe difference in per unit mailin, cost is due primarily to the increase
in postage rates between the periods involved in the two surve;v"s. 

It is interesting to note that when only direct co.c;ts are considered, 
brokers forwardhi~ fewer than 100,000 p~oxies per year can expect to 
lose money on their proxy operations.- When all costs are coDSldered,• the brokera~firms must send 500,000 proxies per year before breaking 
even. ExhiDlt 9 portrn~ this for 13 of the 74 firms in Exhibit 8 which 
supplied allocations of detailed overhead costs associated with proxy
operations. The overhead costs for these firms accounted for 13 ~ercent• of total cost. Using this relationship to adjust total costs in EXhibit 8 
reduces to three cents the excess or per unit reimbursement; received 
b)' the 74 firms in Exhibit 8 (63 cents) over pE'.r unit cost.-

ExUIBIT 9 

BROKER·DEAlER COST AND I£IM8UIIS£MENT or SDtDING PROXY MATERIALS 

(Sample of lIroIcer-dt.1trs reporti.. dttaIIId allocation 01 ovtrII.... costI 

....ullit 
lotIIcost 

minn 
ProllJ size class NUIlIbtr NUlDller Perllllft Perualt per unit 
(Rum_ of PJOllJ 01 Per nit Per uaIt lllacalld reItII- rei... 
mlterlals SlatII broker· preaies Tolil total dlrlCt DVlrItNd 1Iurse· bum­" b.1lllicU1 OWllllS) dtaIIrI SIllt CDSt cast cost • COlt· lIlIAt .....t 

lAsS llan t.=........ 4 ISt,536 $2.14 10.26 $L71
 
~ooo to 1~•••••• 3 407 436 'lim U2 'l:ft .ZI l.52 10:1: 

_II	 .•...•• 3 -'.471 1.14 .!It .15 LtG .eM 
500;8118_ Mf•••••••• 3 11;040;155 k~= .31 .34 .eM .46 (.GI) 

T.............._. 1319,&44.- 1.015,110 .40 .111 .53 (.07) 

I IncIltdIa IlIIIliaIlnd"'tr dlflCt cest (IIIIIUy Y(IIIS lad utarles).
'11ICIudu atIOcItM cost for dt_at.. of 1IIcIdairy. DVlfIlud COlt of blfldlftlS. Ad emblld cost 11\ terms of IIIIb 

1IvtI1IlIIII......... 
Soan:I: SEC 1176.ProllJSlISOIlqlllSUOllRllm. OlliclofSlcUriU. IndustrY Illd SIIf·RqulltorY EcounIics, DkedorItt 

of Econollllc IIId PolicY ........
 

•	 As previously diseus~d,37 banks do not usually request; reimburse­
ment from issuers for forwnrding proxy materials but rather include 
tins cost in the service charge to their customers. Exhibit 10 shows 
summary data for the 14 respondiP~ banks which request reimburse­. . ment Crom issuers. Per unit ilirect cost for banks is higher than for 
brokers principally because of the small scale of their proxy operations, 
but economies of scale in proxy operations are evident in the bank 

..T ... Per Unit dlft'Ct t'flSt and the per unit reI1DbarJtlll81lt tor each 01 the nine prosy4lze e.... are also 
proylded III Exhibit 8. The eleven..au. or IlII' unit rellllbullelllellt over )NIl' unit dlreel c.l ahoa1cl 
not be eonaIdend ~ 01 tbe IndUItrJ due to tbe bIrh IIWDber oIbiotentln tbe__aDd OY" 
mtl!lO'7• 

..The per 0DIt I'elmbanemIDt ..hleb blot... ~tedIn ElIdbIt Ilndleated lbeJ' neIly. (ea eenll) 
WlIS lower than lite "" unit relnahul'llllle!lt wbJeh IIIDel'I re~ted III BlhlbU 7 IDdleated tbe7 JI!'Id 
('1.52 IDr .... 1FIJIeb ... )JI'OIieI and IlIUIU8I fIlIJCJlU • OM ..lao ... SU5 lor ...... _bIcIt IIIlt 
pmitI ucI UlIlWoI ~ 1If'1lUl'ttIy). TbII dJlparll,. Is attrlbutablf 1Il.,::3.to tbe ~~ 
number of I broIren l'Ul'IlIented In bblblt 'Il~ P..... A l: D.p.tI).Ai D8ted III 
Esblbh .. tile wt ~ eDIt fort tiIoQfa 1I1IIICIeniated;..ua.1lIOterseQlld. 
elm. ~ JllatnJs to tbetr ~01.... In ll.. malJliWi"'"	 8IIIaIIIr brebn, wbIeIi are
1M ratJIIII¥IIl tlod III theam", often tbemlnl_ fa far maWIII materlalawIdcb &bt )lei" 
unIl"'~(J'or tramPit. NY R.... W I(JIICiftei amlDbDwP etaarpforaII maDI401l1M 
PIlIIIIClItaIe.)
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EZRI.IT 10
 

BANK COST AND IEIMBUIISEMENT OF SENDING PROXY MATERIALS
 

cost __Pwllllit Per lII!t 
".., liz.diu	 ctIt 1lIitlu.-	 HaM", TItII PIt.llil hrlHllt per ~it~C PIf'!1lit~-=::.e:=: NUMbIr ot~ dillct tIiIlCI	 '1IlII'

COllI ClIII I	 I""1lIaIIIcIaI ....) II IIII11l1 lilt	 Illlilico1 ....GIl=bln.lI. HrRmIlIt 

UIa~••__ 4	 .... $O.3t M.01 $0.21 
.51 .13rt:... ....... s d:f1f 'It::: 4.Cl& 3.47 '::U
to __•• s 17:115 LIZ L&2 .43 UI 

SII;GI8'" IV"•••__4 it;J:f 52&,!104 LI4 .51 1.1S 1.01 .&3 
TItII._____ 

14 401.143 747.201 L. ... 1.37 .92 .14 

I EKItIdII ....... " 0VIfIIIad IDr ...............NIIdl.,......... ot """......
 
NellI: ....,. '1IIIlI!1t .. 14 bIIlb WIIIcII ..llIIt IIIlI rlCtiYtd "'.flllllId far Itlllllllll "., m_laIs. These • 

..........~ 1& """" ot ,u the plOlillllllilld '" ....... 10 till SEC 1tIMf. 
SIt.: SEC ~........,... OIllcl....rItItIIHustIJ IIId StIf·1tQaIIIDIJ koIloInics, 011.,.1.


If EClIMIIIIc ... 

cost data. For banks sending less than 5,000 sets of proxy materialti, 
the pel' unit direct cost was $4.40 compared with $1.64 for banks 
sendmg more than 50,000 sets of proxy materials. IU.lormation 
as to the collection of fees from customers for handlhlg proxy ma­
terials proved unobtainable because banks do not segregate the 
proxy solicitation funetion in their fee schedules. 

B.	 ANALYSIS OF THE PERCEPTIONS OF ISSUERS, BROKERS, BA~KS, Al\D 
SBABIlOWNERS ItEGAaDI~GTHE ADEQUACY OF THE CUBREXT SYSTEM 

The opinions and ~erience of the banks, brokers, issuers, and 
shareowners surveyed by the Commission l'l"inforce the empirical data 
~atbered by the Commission's survey. Seventy-four pel'l'ent- of the 
Issuers, 73 percent of the brokers, and 78 percent of the banks stated 
that in tllelr experience the existing communications system is satis­
factory for the transmission of annual reports and proxies." TIle 
survey also indicates that institutional and individual f'bareO\\"D(,I'S 
are satisfied with the -service they receive, regardless of the size of
their holdings or their geographic location. Of the more than 23,000 
respondin$ shareowners, only 7.5 ~rcent- indicated some complaint • 
about the lssuer-sharcowner communications sJstl'm.3ll 

Other surveys also indicated a general batis-faction with tile CU11-ent 
communi~tions system. For exnmpJe, in n SUl'ycy conducted b)· the 
American Society oC Corpornte Secretlllies,·o n plurality (31.8 percent) • 
of the 422 issuers responding ranked retention of tbe pl'Cl:'f.'llt systt'm 

• Amcmc lh. tblrt~ndlstrlbUUnc banb, ew\"t'IIltldlt-aePd satisfaction "'lth thto curmat commUllkatloDl
 
lJIlem. obelncJieaeed that It \\ ould lJIefer ulrect nIIIIJIIUltJraUOIII 1tl'n~ft'n tk"lll!'fI and abareowner.. and
 
cmetaned to eomml'llt. 

It The sumy Qu.stlon Inquln!d: "Do you haVto any romrJalntl ''Jardlng tbe trau.mlllion 01 prosy
malm.ts. aDDU&1 rfllU}15 or Olber lball'bOkJrr communkatlons?" T\\-l'IlIy-onr Pl'Iftln of 1l1to respondl'UIS 
Iel~ ehll quetloD bIUk. Bel'all$l' the Q1HIUon "II t"ll1lIl:d In tel1lll of "do rou have any to1up1alntl."
thea blank. "en PI'l'IUJlll'd to lit Dl'(raUYe a1lSWtolll ralhl'r thin Ialillm to ~Jd. Sist}-·l1ve Pl'R'tut 
stated that t~ bad no tomplalnll about lmJer..h'l'l'IIwner tonummlmloalS. fha:a. tie Jlf'lftllt 01 t1~ 
rupondent...nInto tbese two ~atl'lorJtoe. Fly.. and sll·tt'1lI111 PPl'ffnt of the IUJJOndcnl1 had a tomPlalnt 
aboIlt IIIIJIlS In pDl'nll bulllOt aboUt tilt' l'OJDDlulllrallollS pl'O\"f1IF. Th_ Wt'll' rcmplalnts SUI'" II "&auKs 
IIPIJld 100 mucb JIlOI";' DO faDeY annuall't'ports" or "tllto pmtdt'nt 01 thl' ('(IDI~)' Is JllIId too Dlurh." 
FlnllJy, U pereen1. 01 Ute RSpondf'Dtllttook Ole opr.wtUllltr to elpl~'Kthl'ir dlllsJlllslac:t1Oll wltb the ftodl'ral 
lO!em..... 

-SUAppeatdlaL 
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first among tbe seven approaches to cO\'nmunications outlined in the 
Preliminary Report; 62 percent ranked it among the first tbree.41 

Although the participants in the shareowner communications 
process generally are s&tiSfied with the system for transmitting proxies 
and annual reports, many sUIJ8Sted that the system is not without 
flaws. Nineteen percent of the ISSuers responding to the Commission's- survey indicated some dissatisfaction with the system." When asked
what steps might be taken to improve the current shareowner com­
munications system, 23 percent of the issuers indicated that no 
improvements were necessary, 32 percent had no opinion or gave no • 
response, and .45 pe~~ ~ff~r~~. s~ifi:c ~uggestio~ for ~proving the 
system. n.~p#(j\i6illt'!ffiosi-lPe'qnentl}t-lDentione(L(&y.&.Rd.~by.. 
"~oeifr"Of_.tb.~..~ft~ri,Jlg s~gpstiOlUtFwas':diroo:t_~mmuni~~t4Q~~ 
~..tw.ee~-is$l1ers .~·-~Afe6Wn~~·~.Only slightly fewer, 21 'Mrcl~nt, .. 
~--_.._~. thali 'bettOr·coo~r8.tion was needed from interm~ciiari~s. 

A ~rd su~tion (favored by twelve percent) was to increase the 
standardizatIon of procedures.

Of the respond~ brokors, only 14 J>.Crcent indicated dissatisfaction 
with the system for transmitting proxies and annual reports. t3 When 
asked what steps might be taken to improve tho cUlTent shareowner
communications system, 18 percent of the brokers indicated that no 
improvements were necessary, 28 percent had no opinion or gave no 
retlponso, and 54 percent offered specific su~tions for improving the 
s)'stem. 'fhe most frequent suggestion (mentioned by 45 percent of 
tho,;e offering su~tions) was that more lead time was needed. These 
brokers complained that issuers often delay materials so long that 
brokers cannot forward them to their customers in time for tho 
customers to vote." 

None of the distributing banks had complaints about the system 
for transmitting proxies and annual reports, although ono hank sug­
gested that direct communiclJ.tions between issuers and shareowners 
might bo preferable.

As lloted, only 7.5 percent of the sharcowners responding to the 
survey had a complaint about tho distribution of prox:y materials.·6 

The shareowner complaint-OJ were categorized to pmpomt the most
common problems: 58.5 percent of tho complainants stated that proxy 
materials wore late in arriving; 19 percent stated that they would •pref("r t.o communicate directly with tho is.Ciucr; 14.8 percent stated 
that they were sometimes unable to voto due to late aITiving proxy 
statements; 5.6 percent cited the receipt of duplicate proxy materials; 
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and 2.1 ~rcent said they did not want to be bothered with prorv 
.materialS." -oT 

C. CRITIQUE OJ' Tn C11RUNT BYBTZM 

{i> Pr06~ in 1M tmmmiNio" of pro:tt,J 7MUriGll tiM tAl soliciMtion. oj 
prtJZMI- (<<) TraumiMWn oj prozy mattriaLJ.-The primary problem in the 

s,stem for the transmis~ionof proxies and annual reports is the failure 
of some is!:uers to send search cards as required by Commission Rule 
14a-3(d) .1 or to Mnd them in a timely manner. The sC4I'Ch card ~ro­
cedure init.iates the communications process and helps to assure that • 
subsequent. steps are camed out effiCIently. Of the responding is.1mers 
who statt'tI th~y senrl ~ar('h carc!:.-, however. twenty, or t3.7 percent, 
commence theIr search card procedure on or after record date. An 
additional 23 percent begin mailing search cards within ten days of • 
record dat~. 

Brokf'rs nnd bank.~ uniformly stat.cd that they dC{lond on the re­
ceipl, of search cards for notification of annual ineetmgs and record
dates but many complained that they do not receive search cards from 
a su~tantial segment of the issuer community." Absent some col­
lateral method for timely noHfication of record date, if an intennedia~ 
t:eceives a search card after record date, it must ~OJLC;truct its record 
date position in the i~uer'N RCCUrity in order to determine the share­
OWBf>J'S entitlf'd to vote. 

Collateral notification depends on issuel'R announcing record dates 
in a manner which effectively communicates tile information to inter­
mediarit'S. If brokers and banks are informed of record dates, thev can 
order matf'rials even if a search card is not received." The survey data 
indicate, however. that ten percent of the responding issuers announced 
the record date tOt their 1971.&Dllual meeting on or after record date, 
while approximate-Iy 24 perc!lnt announced the rccQrd date between 
one and ten days before record date. 

Many of the issuers which were intcrvie'"Ned 01' which submitted 
comments ~uggested that, in some instance, intermediari~s do not 
respond to search cards or do not respond in a tim~ manuer. The 
survey data show that such instances are infr~uent. Eighty-nine per­
cent of the responding issuers which provided l!1formation concerning
intermediarif's requests for proxy materials stated tbat tbey reCC"ived .. 
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the intermediaries' reQuests no more than 20 days after search cards 
were first mailed out.Sl 

Finally, problems are created by the failure of brokers, banks and 
is.-mers to use standardized procedures. Every person interviewed by 
the Study agJ;eed that the use of standard forms and procedures could 
s~cantlf. improve the efficiency of the commumcations process. 

(6) 8ol·iedatitm of prozia.--one of the purposes of the Act is to 
assure to shareowners voting control over the corporations in which 
they invest. In 1934 Cor.gres.~ was particularly concerned that voting 
of securities by broket·~ might deprive shareowners of their voting 

•	 control and enable brokers to ao;sume a ~osition of influence which 
lightfully belongs to the beneficial owners. I In recent years, Congress 
has been concerned ft..., well with the ability of laloge institutions 
poumtiaUy to dominate shareowner votinS' ­

•	 The Commission examined the .possibillty that intermediaries may 
exercise undue influence becau~ of the securities they hold. Only eight 
percent of the responding banks, however, vote securiti8$ held for the 
aceounts of customers without customer instructions or specific 
written voting autllority. Bank.i that vote pursuant to a written grant 
of authority act as fiduciarie:; and legally l'epresent the interests of 
their customers.53 

Untlsr the ten..day rule t a broker may vote a customer'ssecurities with­
out. ir&o~t.ructionB if the broker advises the customer of the broker's inten­
tion and the customer fails to provide voting instructions. Althoup the 
broker's vote is not made pursuant to written authorization, brokers 
as..~rt that the customer's silence confers tacit authorization. Brokers 
do not, however, recognize a fiduciary obligation to their customers 
when voting under a ten-day rule and alw~"ys vote their position for 
management.6I Many brokers as..:;el't that if a broker dis&Juees with 
management his obligation is to advise customers to sell the issuer's 
securitIes rather than to attempt to cha~e management by voting. 

The Commission attempted to assess the impact of broker voting 
under the ten..day rule. Since brokers cannot vote on any matter wbicli 
may affect subStantially the rights or privil~ of a customer's 
securities,IS their ~here of influence is necessarily limited. On the 
other hand, many brokers assert that without their vote· some issuers 
could n~t achieve a quorom at their annual meeting. To determine the 
proportionate share of proxies representing broker voting pursuant to 
a ten..day rule, the Commi;;."ion surveyed issuers as to the vote ob­
tained 011 ten-day rule matters and the vote obtained on non-t.en..day 
rule matter:,:. The vote 011 non-tcn..dl\3T rule matters should be lower 

. . 
II See ItlIlN p. IS. 
•• The senate ~p.M1 MeOmpapyllll tbe Act stated: "The tU1eI and replattonl (~ b, the 

CODImllllOIl and« Set'tkm K(b)} win ••• l'ftIdft' IIImJ)Ollllble lor brotll'lllla'llnlr no Ilnt.est 
In • RCUdty to usurp ~be franebl18 pcnrtI' of their eusto.mera and thereby 4ePrift Ole latter 01 tbeII' 'IOIee 
In 1he ClOIlttol 01 tIoe CorPorarIoIn In wbleb tbey boIclllfCurtue&." S. Rep. No. usa, 7::d Coal., III Sell. 17 
(lo:M).

II A nrt'nt yeport dmIIIllIlnstltutJoaal boldlnp lb the seeurlUes of United ..... ClOI'PCfttICIDS com­
1Dt'nIed: ••At this 11811', ••• It ..... IItr to oonelude that UIe atoeD hHd In JlOIJIlbM IiIlIlOUDtI oi '-ka' 
trust deput.-tl and In other Institutions do In ~ t.... l1IlIUttltlaas In a paeWoIl wbwe til.,. ClUl 
II'Il'I't IIpIIltoant Innwonce. thNUdl YOtII1l nd ot OIl eorporat4l deellloaS and poIlcleL" 8atieolll­
mitteN GIl InteJKO\'II'mmental RtIaUonl aDd Buclptlnll. Manapmtllt aacJ EXIlIII4Jt_ of the s.ate 
Commlttll'fo en GOvernment Openttoas. DItdotMrt of (]erjHWaIe OIl1MrMfP. S. noo. No.IIIHI.lllkI eona.. 
III 8eIIL 1J7 (l'I1t)• 

• II. Intll'rJl1edlar1 actl PWItI&Dt to al'UStomer's instruction or as a ftduclary Jepl1y ~tIDIthe 
llIIIItemeI"a Intensts. tbe Mfect or that tntenDedJary Oft ClCJI'IIIII'Me atralrl IlISY be 1lInl1kant,but It arIIeI 
0lIl 0(. eontnet or oIhl!l' 1fpl nllaUoDshlp betw_lntenDedIarY and IIhareowner lII1d aot as allele dect 
oIllCIIIIIllM and atftll't name ftIIltratlon of1l'CUIit18. 
~.~~~	 . 
.. 81&",. p. 16. 
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tban the vote on ten-day rule matters, ~ince the former represents
 
only th~ vote of shareowners entitled to vote, while the latter reflects,
 
in addition, shares voted by brokers without specific customer author­

ization. For all issuers surveyed, the average differential was 5.3
 
]>ercent, with issuers having 5,000 to 10,000 reci>rdholders experiencing
 
the grealest drop (10.2 percent), and issuers baving more than 500,000
 
reeordbolders experiencmg the smallest drop (two percent). ­

In all but two of 163 instances reported In the survey the non-ten­

·day rule vote would have been sufficient to constitute 0. ~10rum.a7 In
 
addition, only 14 ~l"nt of the issuers surveyed by the Commission
 •were concerned that they might bave problemH in obtaining a quonlm
 
\\ithout the ten-dny rule vote. While these data cannot be extrd~atecl
 
to prove that issuers would not experience difti\}ulty in <,btaming 0.
 
quorum if ten-day rule voting were proscribed, they do indicate that
 

•broker voting under the ten-day rule is not as important in obtaining
 
a quorum as some brokl"rs suggest. The Commi~onis not aware of nny
 
significant shareowner dissat~faction with broker voting pursuant to
 
a ten-day rule.


The Commission hac; found ft, rather widci'pread misintorpretation of 
the ten-day mle, however, which m!!y infr:nge shareowner:;' rigbt~. 
Under the ten-da)" rules of the NYSE and Amex,~.a..bro1tcr"':, 
J.!!l:l·~v~:it&·-~roxy.:-t'Jl-d.~ bdQre. ,thct:mee~ing ~t ~. . ~.tO:s.e~~r~.. 
~:-Rot votoo·by. eustmner.s,~J)r~ct:.: ~-. ~.bljpte.d~..~ _G4~;ltS.,. 
~ if,..within·the:·tea~y':pe!i9d,-:.JH~\l&tomer giv~.y.~ting.~tr.uct:-··· 
ti.onsJ.n..am8IU,ler whieh,cQ;P.nterm,an~s the..J)l:Qv.mY.8n.by:tllo.-J:!t9..ker..,;J

~e:f" 24 _·arcent· ot~tlie 'NYSE·ana··Aiiu!x Iifeniberi-n»i :, nairig to the 
survey w~ich voto under the ten-do.y rule stated that tl:1 establish a 
time prior to &n issuer's annual meeting after which voting instrnct­
tions received from customers are not given effect.58 The ton~ay rules 
of the Midwest and Boston Stock Exchanges do not specifically require 
members to change their vb\e if customers' voting instrnctions are 
received within tell days of 1m issuer's meeting. 
(il) Transmilaion of quarterly reports and otA-tr routine communications 

The Ilystem for distributing quarterly reports is les~ efficient than 
the system for distributing annual. reports and Jlroxics. Many issuers do 
not send a search card in connection with the distribution of quarterly 
J"\)ports, but simply distribute tbe rellon to those who are shareholders .. 
of record on themailingdate.alI When the broker-rccordholdor receivl'l'\ 
a copy of the quarterly report in the mail, h~ requests from the i89\1('1' 
all appropriate number of copies for forwarding to sharoowners.Q Tbis 
haphazard orderi~ process frequently d~layg th~ receiJ>t of materials • 
by shareowners. To avoid such d~lays, some issuers sond tbe interme­
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diAry as ma.ny copies of the quarterly report as it requested of the last 
annual report." 
. BrokerS also are responsible for the lower efficiency of the ~stem. 
While virtually all broKers state that they forward proxy materials and 
annual reports, only 77 percent indicated that they normally forward 
().uarterly reports to customers. Other routine communications, prin­
CIpally press releases, are forwarded by less than 60 percent of the 
brokers. 
(iii) Tranamil,ion oj non-routine eommUfJ.ications• 

Few issuers have been involved in a tender offer or counter solicita­
tion of :proxies. As a result, 84 percent of the responding issuers had 
no opinIOn as to the effectiveness of the current system for trans­
mit~ non-routine communications; seven percent were satisfied; • 
and nin9percent were dissatisfied. Brokers on the other hand, because 
they hold securities of many issuers, f~uontly are involved in trans­
mitting non-routine communications. Omy 15 percent of the brokers 
had no opinion or gave no response as to the current system's efficacy. 
Seventy-two percent were satisfied with the system, and 13 percent 

"j indicated dissatisfaction. 
I
! The Commission has released for public comment proposed rules re­

garding tender offers and has recently adopted amendments to rules 
concerning dissident shareowner proposals.U Furthermore, the Com­
mission is continuing to study this area.. Accordingly, the Commission 
has made no iudfPllents abOut the transmission of non-routine com­
munications at tli18 time. 
(i,,) ReimburBemmt oj 'Zpms6B 

The cost to issuers of forwarding materials through intermediaries 
is substantially greater than the cost of mailing ma.terials directly to 
their shareholaers.II Nevertheless, only 30 percent. of the responding 
issuers indicated that they believe tile current system entails costs 
which should be reduced or eliminated. Strikingly, only 25 ~rcent of 
the issuers maintained that the costs of the current system should be 
reallocated among issuers, brokers, banks and shareowners." 

Brokers generally are satisfied WIth the cost and cost allocation of 
the current system. Only 23 percent of the responding brokers consider 

•	 the current system to 'have excesmve costs. Seventy percent of the 
responding brokers do not believe that the costs of the current system 
should be reallocated among issuers, intermediaries, and shareowners. 

~" .. II Tblrt~~of the I'I!IIIlODdIGI broken 1ftI1lcllsMtIslIe4 wltb thel7lltem forfonrardlnc Q1III'ter1y 
I'$lII'U, ~ for OM of Umlt naIOIII: Ca) .... de DOt lIeftli lIeafCh eIIdr, (1Il:' ... more-at 
about q1iarWl7 ~. falItnr to flll ..... pntRIptbr or 10 lend matedall.: or (e) • de not relmbane 

. brokerS for ~ qqar&erly repartI and other ftlIItIM CCJIIIJDIIJl1al Altbaelb broken ~UIlDU1 
t'01llDlllnecl .... JlllD.ielmbaul!llmlold.. 1llne&y-IDor J)enlIIlt of the re8PODdbJI ..... ~ted t.bat the!' 
ffhll1Hlne 11ltfmIedIIrIeI for IcIrwerdIIl« qurt.erIf npor\a, 

.. SecurIdeI Eabanp Act ....NO; UI7I (A.upIt 2, mI) ancl8eeurWel EuhIalP Act ReIeue No. 
128 CNoY8tIler 3t. tt'll)• 

• Bee ..".IIP.~• 
.. ...... IIOM lIMIttel' OWF which IIIIIl7__... eoncHtlllClI howe9er. 'J'hq ltatp that ~~ tb.,. 

... blJ1ed far tIM farwIIIdt~ of coaunWilcalkml b-, penoaa wno In not IbIRhoIdIn of recOrd atkl who 
do DOt othIrwIIe I'eIIrMMI& tiIneCIdal ownen of thefIIu_ !llltlUIttIlIL J.eeardI!lI to the~ aueh IJII'IO!II 
eIUIer an!er ..bill for mMerIa1s wtdcb t1ll1 do not cUstrtbute. IObmIt a IriaclaJeftt blIl. or bill for the 
dlatrlbQtloa of ma&edaII to p..'IlI08I wbo DOl 1UreowDen. saCb .1IbrarIeI Dr pablbbhlc IIer'IIeeL The 
.A.medcMa lloeIe&J' of ~~ pub1bbed & list ofJJ!!rlClP'-It.... liaft m InIRClll'nlCt 
bUll... '1'he lilt II wtde11-..d In the CllJiIImu11It-' III feYhi1nI bIJUDp, lJa& lOme conUnue to 
es~eoneem oyer the ~ce.TIle CoIlUlllstaft belle... that _ibOaICl be taken IIItIDst ~ 
wllo fIMdn1entlJ' el)@lebl tills 1IIItlUce. AeconIIJldy. the Com.mIaIon 11M dbcIlIIed the mMter With the 
AmerIcIa ~ of COrPcJnte BeeretuIee .... the N""ortb AnaerSeu 8IearItIee AdmIIdItratorI AIeoeIaUon" 
the ~ ill...IeaurltIIIadIIdnbhaton. The 8odet;r oVHl the AMoeIaUDIl bava IIIreed to llItabUah 
a ItatIOn with the ~ft at deterlDlalDa".,. to eradlllate this pnetice. 
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3. Alternatives to the Current System 

Although the evidence developed by tlle Stu~ indicates that the 
current system is p'erform~ adequately, the Commission carefully 
considered·the six alternatives set forth m the Prelim~ J!.eport, to 
determine whether any of them ~t produce a sipifJC&Ilt improve­- ment in shareowner communications. The Commission coDSldered 
also whether the alternatives could be achie'ftd at a reasonable cost 
and would carry forward the improvements made in recent years in 
securities transaction ~Jwhich depend upon nominee al"l'&llgC­ • 
ments and the use ordep'ositones. None of the alternative approacl:i('s 
appea.rs to meet those criteria. 

In examining the alterfl.lJ.tive approaches. the Study found that Ol1e 
problem common to each was the lack of an indus~-wide s)"Stem • 
for the eftective tran.eunittal of record~ anel information. Since the 
paperwork crisis of 1969, the securities industry increasing!,}' has 
turned to the use of computers to maintain and process records and 
information. The development of computerized recordkeeping systems 
in the securities industry, however, has been characteiized by the 
desjgn of sys~msto fit inaividual needs and methods of recordkeeping; 
little standardization has developed. As a result, different computer 
sytd.ems often use ditferent media and codes.­

In addition, there is no standard fonnat for records and information 
in computer programs. For example, a broker ma.y program his records 
so that. the account number appears first, the name of the customt"r 
second and the customer's address third. An issuer, on the other hand, 
may format its records so that the shareowner's name appears first, 
his address second and the size oC his holding third. They may employ 
di«erent abbreviations. 

Each of the altemative approaches to shaJ'('owner communications 
would ,Produce a substantial increase in the flow of records and in­
formation amoJ!g the various participants in the securities industry or 
would rechannel that flow and require the development of new lines of 
communication. The development. of an industry-wide system for the 
rapid transmission of records and i"lfonnation would entail significant 
costs which must be measured against the potential benefits of each 
alternative. • 

A. BEOISTIlATION IN THE NAME 01' THE BENEFICIAL OWNER 

Under this approach, securities heltl bv bltnks in custody accounb • 
and securities held by brokers would be re~tered in customers' nam~. 
Securities held by a bank as trustee or executor or in a smplar cat>acity 
would be regi~tered in "same name" registration, for example, m tIle 
name or "First National Bank as Trustee for John Doe," or as trustA'e 
under a specific tru.~t agreement or will." 

.. BMards UMI IDfcJrmaUoD are tranIterh!d amohI dltftftnt eoDlputfl' aystnnI bY tile use of YWIouS 
de~ ."medlLIf AIncJaI the men IlODUDOIl ~~ 01 JIIfClIa areeardl. tapes, dIIaI, clnuDs and direct win 
ClOIlDICtloDL n.ta are repMented on tbelle medl.. by cUSfre»t eodeI. fa 0IlIa' to tnnsler tlw I1lfcnuUoD 
betWMll_PIder QItems. tile nctIWIII)'8IeIB ItnlIDUJt M\'tl tbl! ~ fCIUlPJJll'Df. to .Unel ClI' "reid" 
tile IDtenaatIiIa eoatataed on • JDedtum, and ~. mllllt ~ &b1e to cI«Gde..bat It 11M reAd 8DcI eon,..
that IDrorJMUoD IDto the eode tbat tile I)'lttm 1ll ..... .The JIJOft IO~ comPIIICll' IIS1teIIII today 
haWl ~ cJme.1or IIICIII& ell' all 01 tbli IDCft COJDlIlODly..JIIfdIIl. 8DcI thfnI rmt • munbfr of IItand­
ardllecJ eodd. some ayltemt bave ~ PI'OIfUDS for eonnrtiDl dllla from one ItlDdMdlucl 
eod& to uoUIer. 

ltP.rdhtf.." Blport z..2f. 
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Support for this approach came from a number of issuers who be­
lievethat the advantages of full disclosure of beneficial ownership and 
direct isauer-sha.reowner communiCAtions out~ the impact of this 
approach on the securities tran.sactioD processing s~tem and on Ule 
operations of brokers, banks and issuers. Over one-fifth of the issuers 
responding to the American Society of Corporate Secretaries' 8Ul'Y9 
(21.3 percent) ranked this first among the seven approaches" while 
17.3 percent rated it second, and 12.3 percent rated It third." At Ule 
same time, 20.6 percent of the issuers responding to the Society's 
survey were um~d" to. ~ alternative, more t~an for aDL~her. a~pro~h. Ero6.· d~ld?JPY:~~1f;:~R.9J.l~ ben. to ~.approae .'~'" 
-.J."j).iLieIltJX: ~'.'- ~: a ..."e~ .~ .~~.140'- D.ames..w ••,aClal ~~ ..\ ~:·l)ne.J1ii.nd," and a .concern that transaction processmg economies .... 

\}~Uld'be 'loist on the other. ~> . 
Other commentors also wero concerned tbat recent improvements in

securities transaction 'processing which depend on Dormnee name ar­
rangements would be lost if thiS alternative were adopted. One broker 
stated that "while the method would ,Provide ~ater disclostJre, the 
y>roblem.'\ created for securities_processmg would be enormous." The 
Committee of Publicly Owned Companies, in commenting on the Pre­
liminary Report, stated that althougn it supported modifications of the 
current shareowner communication!> proces.~, it remained' "committed 
to the principle of not wishing to disturb the processing and transfer 
benefits accruing from the s;rstem of street name or nominee re~tra­
tions ... • ••" The CalifonUa Bankers Association considered the elimi­
nation of nominees to be Ita drastic, unwarrank'd step." A number of 
brokers and banks also were concerned that this alternative would 
invade their customers' ~ht to privacy.

A problem for intermediaries undet this approach is that they would 
have to discontinue the use of jumbo certificates (certificates represent­
ing the combined interests of many cuswmers) and replace them with a 
siglJificant1y larger number of certificates registered in their customers' 
inilividual names. The maintenance of this larger number of certificates 
wouhl require additional recordkeeping and expanded ~afekl'eping 
laciliti8!'. l\foreover, the advances made in securities tra~~ction 
processing since the papel"1Vork crisis of the late 1960'~ dl'pend upon 
the u:o;e of Doininee name arrangements. Wholesale reptration of 
securities in the name of the beneficial owner would, under current 
practice, require that the completion of transactions be accompanil'd
by certificate delivery and transfer of record ownership. Under such 
conditions and at current volume levels, the securities mdustl'l' could 
not effect transactions in a timely manner. 

B. :MULTIPLE ~AllE REGISTRATIO~ 

Under tbi~ approach, issuc~ would maintain their r('gi~tra.tion 
records in more ilian one name. Multi-level registration would l)8rmit. 

G Tbat Ia. t"" 11& a1tmlatl,," an4 n-Ct"ndoD'" tbe~ stt"JD. 
• Same 1sIUmI..,~to tbe 8cK'Iott)'"1 ~ that tJda ~".. tbe"lJIOllt pneUes! 

IDCl UlIeluIIDallDfJl' In whlc1l== CoDJd pI.to wbo wen abe bme8cIaI CIWD«IIllIlts noet."
'l'be nnJts of &be IUneJ ~re III ApPfadlK J• 

• l!Id~.ftft Plftmt IIIUulIft\llllDdellU to tIMi $odftJ.. ....,1ndIeated tW 'S:~
.QItem wblth woald 6etdI!IcIaeun IlItbe _oIbtneAdalOW1Mftte --:' 
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:f4OOurities to be ~istered in tho name of the broker or institution 
'for tho purpose of negotiating transfer and in the name of the bene­
ficial owner for the pur~ of rocoiv~ is.~uer communications and 
~isclosing beneficial ownership information.fo 

As with each 8.J!proaeh requiring disclosure, the brokers and banks 
'felt it would impm~ upon their customers' right to privacy. This 
approach received bttle support from issuers or transfer agents who 

.. commented that it would be costly and \vould impose significant 
recordkeeping burdons.1"ransfer agent.s would be required to maintain 
sub-accountg on their book'i, a f'ervice which many advised the Com­ • 
mission they could not I>rovide without an extensive and costly
reprogramming of tbeir computef!;.n Only 1.9 percent of the American 
Societ.y of Corporate Secreta.ries' respondents rated this alternative 
first. In tenns of mean response to the Society's survey, this alterna­ • 
tive ranked sixth; in terms of median response it ranked fifth. 

'I'bis approach also would have an. adverse impact on the current 
system for clearing and settling securities transactions because the 
completion of each socurities tran.c;action would have to be accom­
panied by a transfer of record ownership.. 

c; CENTRAL llAILING CONCEPT 

Thi.~ approach contemplates the mailing of proxies and the proc­
es..~ng of other shareowner mate1"ials through 0. centralized system 
involVing securities depositori~. Prior to a meeting or stockholders, 
on notice sent by the issuer, brokers would forward to the dopository 
their customer positions in the i~uer's securitio.q as of the record date. 
The depository would create 0. master list for each security and 
promptly tbereafter advise the issuer of tho number of sets of mate­
rials required. The ic;suer would forward tho materials to tbe de­
pository which would mail them to shal'cowners j proxies could he 
roturoe'd to the depository for tabulation or mailed directly to the 
issner.'l'2 

One large New York broker strongly supported this approach but 
suggested the' creation of a new entity to carry out the function rather 
than employing the securities depositories. This eommentor suggested 
that "ft)he problem all lies in the physical handling and distribution of 
mau-rials.••• One must personally view the hOlTCJldous amount of 
bulk that is rCCe'ived dunng the proxy season at brokern~ finns to 
recognize the chaos that it causes." [Emphasis deleted.) The com­
mentor felt that a new central m.wing entity would simplify and 
facilitate the t>ntire procedure. 

Otbcr commentors did not view the approach as favorably. One 
brokt>f stated that "the cost of establishing [a central mailing 
entityl would be far out of proportion to the benefits [to bel derived 
from this scrv~." 1'wo of the major securities depositories stated 
that they were ill-equipped to carry out the role proposed for tbcm,n 

M Prtlflllfur, Re1JOr' 25. 
71 The Wllltem st.oct TnnIfer AIIocIaUon, lno. stated: "Th1~ altematl.. Is fra\llhl with 1lfCIb1ems of 

1O~mk's lIDd expaaded ClODUIIUDklttloal. Pmeed.... MW In_UlIII_bl' most al our memben' 1IrmI do no& 
pro"eJ. far ..~somost ofour IVOII'&DIS for handli.lIbaftI1OIder reeords WOIIId ha.. tobe revlsfod. 
lneantnc considerable ClOKID4 thae for~ QIWlI_ln beoellclal ownenblpofatnet .... or 
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since depositories are most effective in perrorm~ computer-oriented 
functions and least effective in perfor~manual ones. As evidence of 
this, they cited the e~rience of depositories prior to the omnibus 
proxy procedure 7t and su~ted that central mailina' would be an 
unfortunate step backward. They also felt that it woulefbe inappropri­
ate for depositories to service individual shareowner accounts. - A number of commentors thought that this approach would delay 
shareowner communications by adding an additional layer to the 
communications process or pointed out the dmger of overeentraliza­
tion with the restiltant vulnerability of the system. Also mentioned as

•	 a deterrent to this ap~ach was the need for a separate system for 
securities not eligible for inclusion in a deposito!'Y. Among the re­
spondents to the American Society of Corporate 8ec:retaries' survey, 
oilly 2.4 percent rated this alternative firSt, and only 17.3 percent

•	 listed it as one of their top three choices. 

D. CENTlUL ORDEB PROCESSING 

Under this approach, the depository would order proxy and other 
shareowner mateiials on behalf of itsparUcipants and perform cer-vain 
accountingservices but would not mail the materials.711 

The depQsitories had the same objection to this ap'proach as to the 
central m8.ilin2 concept, and the approach received little support from 
the bank, brOker, or issuer communities. The American Bociety of 
Corporate Secretaries reP9rted that less than one percent of its re­
sponding issuers listed this as a most favored alternative, while 
almost 60 percent rated it in the bottom three categories. Most com­
mentors felt this approach would be more costly than the present 
communications system and would Dot produce better results. 

E.	 DISCLOSURE OF BENEFICIAL OWNERSmp FOR PURPOSEof.' OF 
SBAREOWNER COMMUNICATIONS" 

Under this altemative, brokers and banks would disclose to issuers 
the Dames of customers fOl' whom the intermediaries act as custodian. 
Issuers then would distribute communications and dividends directJy 
to shareowners." _... .. - - <.•

• ....Tbis .~~!;ve ..was .proposed ..to th.·-:'OOriiim$:don d"ftnO'., ..:tlK. ...ll,
."!endicio.rOWn~bi .. :He" .""~' "in: 1914..71 . and~:m"A .. ''''--1i16 ·Ue-"".-:

C~" oDiiiiiSSia'''' 'ro~""~ RB}),:;::tJhl";-.·~· :It..~a,J.;····~~rs··~l.o~;·;;';;'~.". ,,'" -"'	 dl ,R--~- . ---.- -¥.-J;1iI1:W: .. ~, •. ~~.K~Y,.~"'~\(""" ..Uloo their .bli-.·+:-;W;:G .·:--:.tra:n--"·;j;.+m,.:-,-- : ',' . '. ," "Biniif" f.f6ftt'b\r--,:·w·, . .	 :t!~:'.)~"':- =;--o~~iJ8tomS:~~:fC)~~:;'ntly,\h~ ~,.: 
ftin=teport suggested disclosure ss--iif altemative for improvmg 
the communications system. 



Disclosure is supported by a substantial segment of the issuer 
communi~.· but the bases of that support vary. Some issuers 
fmpported it 88 a means of facilitating direct issuer-shareowner 
communications' others wanted the names to monitor investment in 
the company; Btill. others wanted the names available as an altemative 
for times when thW believe the communications system is not op­- aating effectively. 

Strong support for disclosure came from smaller ilmuers who ~ed 
that in thea experience the current communications IiY8tem is not 
working well. ~ issuers feared the operational difficulties which 
would be created if they were required to communica.te directly with • 
all of the shareowners now represented by brokers and bankS. One 
issuer, in commenting on pro~ Rule 14b-l(b). stated: "Should 
the Commission promul2aie a rule which would require the issuer 
to asaume the burCien of Clirect communication with beneficial owners • 
we would be constrained to a.dminister at least 10.500 additional 
mo.ilin~ on an individual b&!sis without the benefit of a computer 
listing. The cost of such a burden in terms of additional staff, time 
limitations and the orderly administration of our stock transfer 
office would far eclipse the amount for which we would otherwise 
expend [ric] to reimburse brokers for their having communicated 
directl)· with their customers."­
oiUpport.-for:diSclOsure"o-eame·from:~me.members of tho b~..,­

d brokerir"- .·community. These -intemiearane$"befJiva' ili4t the.,·


~~ation of fhe proxy-departm~nt is:ab.uf,tQ~II},e and unp~V8-_.
 
~nt of ·their. bUSlDestr that...i9 a·t.- best marginally' Pl'OJita.ble~ As n. 
result, they' would be willing to disclose the names of their customers 
to is.·mers If it would allow them to drop out of the commun~cations 
prcces.-\.liS Gencrally-, however, intermediaries were opposed to dis­
closure of beneficial ownership. "rhey ft~ed that di..~closure would 
constitute an un\vftlT8nt«."d inva!Uon of theU' customer::,' privacy wlless 
it could be demonstrated that the communications system has grave 
deficiencies.M 

• 

• 
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~l!t.-GemmisSioirs-survey-indldi.·tbal;·@.:'~8!'8 &.'1 ·.-Jtroup-are::'J:J 

@ OOn~ed .than,iaterm8diaries-abOUt ·thu-diSCtomre:{)f. dim_ NJD88.-;,j 
~Ts.ilimj:-··llmosf 88 Percent of the responding sha.reowners whose 

securities are held in street or nominoe name indicated that they 
would no~ object to disclosure Cor J>!lfPOses of direct communication. 
Those who objected tended to be larger shareowners or bank cus­

• 

tomers. Among those owning 100 sharea or less, 5.2 percent were 
o)lJ>OHC<l; among those owning 501 to -I,OOO shares, 10.2 percent were 
op~l; and among those owning more than 10,000 shareS; 19.3 percent 
obJccted. Almost 21 percent of the bank customers responding to the 
~urvey objected to disclo~ure while only 8.2 percent of the brokerage 
('u"tomers raised an objection.U 

&cB.l1.~ of the strong Aupport for this approach from many is.'1uers, 
tl~e ~mm~q.qjon ~ugbt to iletenni~~ wheth.,r the problems associated 
WIth It could be overcome~-~~~~_~~:~ppc!)neDtB ~tP 
"'1n}iil~-.Qisclosure~were.ma.'lRta·f;Or1,-:-:liftti-·would I)d. ·iicoompli.tilu{d. 
Il4.'iuers ~ed that a voluntary system would be worse than complete 
di~~ure because they would have to maintain a dual operation, 
reprogramming their computers to accept additional names but COD­
tinuing to forward communications through intermediaries as well.· 
~(o~t broke~ anti bunks indicated 
('tI~tomeI'S' names unles.o; requir9d. 

tht'v would 
• 

not disclose th('ir 

To deal with intl'nlll'diarips' conC('m~ about privacy and the con­
ficlcntiotit:r of their cm~tomer lisL", some ('.()mm('ntors sugg(\l;tcd inter­
1)O:ri~ d('positorips betwoon intcnnedin.riM am,} is...ucl'$. The depo~i­
tories would receivl' the cU:oltome~' name.-o;, Il.lphabotize them, :;tanc.l­
anlize the fonnat, and fl'moyc anv information fl'lating customer.-; to 
purticular intermooiarie.... 'fhe d(\Positori~ ns...;ert('d, 8!i with cent.rat 
onler p~ing. tbat the:r are not organi?..('d to })erform this role. 
Otht'r commcntol':'; su~ested that is.~uer:; can aln.>adv obtain a measure 
of c1isclo,.;ure bv ~ndina canis through interme(liariClJ asking the 
~h8reo\Vm'rs to contact the is.",uer if they wi...h to receive communi<>8­

r 

tion... directly. 'fbi!'> apllronch dOt''5 not ;mpo~c any burdens on intcr­
ntetliarielj, but the li~t or names obtained by the il4.~uer cannot be ust'C.l 
to det('tminc person.., el1titll'cl to vot.e. 

Di,.clo~nre oC th(!lnomes of shnreowners bv interml'diarics to ilO.·mers 
would not· interfere with those runction~ of t.he securities and banki~g 

• industries whirh dl'J}end 011 nominee name arrangements. tt:'WfRlkt;~,,, 
h9.w.,c!'Pb k~P..Q~~. ~\l~tantial""'ec01'dlmepingDti1'dcn~ tm'iDtennediaries'·.~. 

~d·rDMa.Y=i~cihi;' ·amt··dUl"s:=i\ot~&l))')eftr--feft~le'abscnt t;lfe- 'de-YclQp:.;;~~, 
~~.~._~ti~mpat.ibl$:1Bf;l&l.-u.~~wide-:1»mp.uter:s)~.m~ ;tJlg-tnms-~~ 

• • G!~JQD.-.QLp._~m.~. BPd.:.:~h.e..,"4~~_e.klpmeM·.of.:a-!WtHI(taro7f0l'Mllt~ _.....•.. -..... .. - ._-'-" 

1'. TBANSI'ER AGLtqT DEPOSITORY CONCBPT 

Tne tranc;fer agent. depository (fiTAD") would replace the certificate 
with computerized stockowner li'Jts, maintained. by the transfer agent, 
which would serve as both the issuer's stock. record~ and the share­

··TWlstatbUem&7n1l11tlromthetmdellCJof.....lbanboIderato1ea..llCUdtlelwltllbelIkemtMlens rau. &hID wltII brobrL 
• 01Ia lIUIlMI&ed .~ wu to haft IntenDldllrles pol cust.omen u to wbIUler UIlI1 woaId aIW 

to butnI &MIr 1IaJMI clbcloled. CUstomen deIIrtaK MYel)" CllUId eGDI1~ to haMIhuIDWDIr 0GID"••,a...uo....~tM lll&el1llelllartea Gthfrs IlOUJd -.1ft Cl"DlRlQllla'hllll' dlrectl,. In IddItIoD to ~ 

=~~DUlIDIIII~ ~_""'IUIII~~.~~~~MaaIt.~i_ ........... 1UlC8rUIID AD M, 1tM' uvw maa, ......... _w.u ...........--
flQII'eIIelI ~ that they WUIIId baft to beIr tile blJtla\ and -tImlIaI eqJfIlIe or poIIIq 
~ which .nnllarp brokerS uaued woukl be Illbollaatlal. 
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owner's evidence of ownership. FoUo~ a trndl", upon the inRtructioll 
of a selling C\1stomer or his broker, the TAD would trllRIoJfl"l' securitil"~ 
by book entry from the selling customer'~ oc.count to the buying 
customer's account and would notify the customers and their broke1'l4 
of completion of the tramder. The transfer would be performed by 
means of a message-switching center interposed between the customer 
or broker amI each transfer ~nt.17- To the extent the stock certIficate were eliminated, the interposi­
tion~ of a computer switching center between the tnnsfer 8~nt and 
the broker and bBnking communities would ~it multiple high speed 
transfers of record ownership. Therefore, securities could be held in •
the name of the beneficial owner without disrupting the ~stem for 
cleari~ and settling securities transactions. Customers wantinJ to 
maintain priv~ or owning securities through arrangements reqw:ring 
the intervention of an intennediary could continue to register the 
securities in the name of the intermedi~. 

The TAD concept receiVed support from various elements of the 
issuer, b~ and brokerage communitieh. The survey of the Amer­
ican Society of Corporate Secretaries indicated that 17.5 percent of 
the responding issuers rated the transfer agent de~toryconcept first, 
15.4 percent rated it second, and 9.5 ~nt ratea it thii-d. In general. 
it raliked in the middle of the various alternatives in terms of mean 
and median response. 

The principal concern ~rding TAD, eVl"n aInong those comment­
ing favorably, was the belief that J)roblems involved in its implemen­
tation were too ~cant to make TAD l\ Eshort-term altemative. One 
ieisuer stated, U[alssum~ that a 'Certificatcless Societ.y' was an 
immediate possibility, thiS alternative could be very beneficial.* * * 
However, in reality, because of time and standardization costs, we feel 
that there would not be an immediate enough benefit from further 
consideration of this alternative." A large broker commented that, 
U[a]lthou2h this alternative is attractive and will probably be a neces-­
sary development in the goal of a certificatelcss society, we believe 
that there are other steps which need to be taken * * * before we 
can use such a system for the distribution of pro")r materia]." A major 
west coast bank stated: "Tho transfer nwmt depository concept * • • 
may.have some long run promise, but It would seem to prl"SUppose a 
higbly inregrated national corr.puterized 'book entry' system which •simply doesn't yet exist. High costs of implementation plus lack of 
co~atible systems among users indicate that this alternative ~ un­
realiStic at this time.JJ 

. B. Oonclu8ion8 • 
Tbe Cllrrt'nt sy~tcm for t.rlln~mitting issuer-shnrcowner conununica­

tions throu~h inwrmedinri('S is funrtioning rca:;ol1obly well. Elllpili('nl 
data dove-loped by tho Commission show thot whilo trtlllsmis.-;ion 
through intermediaril"s is more ch'cuitous, lllntclial~ nre rec.'l"ived by 
shareowners in t\ tim(.'l.r manner whether they are t.rnnsmitted diret'lly 
b~' on is~uor or through un intermediary. 'rhe problems in trlln::;mission 
Which do occur ap~ftr to be trncl'oble to fuilU1'l"~ on the part of 
individual issuers or intermediaries rathl'r than to wenklll'Ssl's in the 
system. III particular, a number of issuers fail to annO\lD('C their 

If Prtllllt'''."1ft,.,27-28. 
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record dates or to send search cards in a timel;y manner. In general,
however, the data do not reveal any intrinlo"ic weak links which 
port.end future breakdowns. 

The Commission has not found any apparent relationship bet.ween 
measures of intel'mediory activity in the ~roxy distribution p'rocess 
and issu~' success in soliciting proxies. RotIier, is.emers' abdity to 
obtain a sufficient voting response appears to be dependent upon 
factors other than the extent to which their securities nre held in -
nominee and street nome. 
:M~t of the participants perceive the systt'm to be adequate to 

meet their needs. Shareowners have little concern about the manner in•	 which communications are now handled. While il:)l)ucrs and inter­
mediaries raised some problems, they· generally can be mitigated with· 
out significant rcvhdon of the current sY!'tem. 

The Commi..ooon has cone1ueJoo that no alternative approach would• facilitate sharoowner communications without disrup.ting the current
system of clearance and settlement, impoging signIficant costs and 
recordkeepi~ requirements on rarticip-ftnts. or invoh"ing major
computer development. In view 0 the Commi.-;sion's oonc1ut.'ion that 
the current Ft)Tgtem i'i adequate, the Commission believes that impo!ii­
tion of the substantial bunlens involved in implementing an alterna­
tive system is not justified. 

The TAD concept exhibit.c; promise as an important long-term 
alternative. It i~ not. however, a ~y~tcm Cor stretunlining ('ommunicn­
tiona but rather an approach to a national clearance a11(1 !'1ettJement 
system which, a..q a l>y-produet, would imJlrove iSSUOl'-l'ih81'eo,,"ner 
communicationg. Development of TAD, tberefore, must be inlegratt'd
with other developments in clearance and MCttlement. The Commission 
will continue to encourage consideration of the TAD sy~tcm in carrying 
out the Commission's fO!oipon..nbilities under Section~17A of the Act. 

In view of the fo~ing,the Commission concludes that the practice 
of r~teringsecurities in other than the name of the beneficial owner 
is consistent with the purposes of the Act regarding issuer-shareoWDeJ' 
communications, witli particular reference to Section 14 relating to 
the solicitation of proXies. Nevertheless, there are 0. number of steps 
which cm be taken to improve issuer-shareo'\\'Jler communications 
while retaining the benefits of the practice of registering securities in 
nominee and street name• 

• o. Reeomme·ndaticm.8 

1. Tile Commission win review the recommendation of the Study 
~	 • that issuers be required to announce any annunl or special meeting of 

shareholders at least ten days prior to the record dote and to specify
in that announcement the record date, meeting date and other per­
tinent information. 

2. 'l'he Commission has under consideration adoption of proposed
Rule 14b-l(a) and related amendments to Rule 14a-3(d) with minor 
changes."

Proposed Rule 14b-l(a) would require brokers to respond by means 
of a search card or otherwise to an inquiry from an Issuer made in 
accordance with Rule 14a-3(d) with respect to how many of the 

• SecurlUtil JCxchuJIe Act BeJeaM No. 11117 (AucuIt 25, 187$). 
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broker's customers are beneficial oWDers of the issuer's securities 
,,·hich are held of ftCOrd by the broker or its nominee. Upon receipt 
of a sufficient number of proxies and annual reports, and assurances 
that its reasonable ~DSes would be ~d b;r. the issuer, tbe broker 
would be r~uired to forward such matenals to ds customers. 

Amended Rule 14a-3(d) would require issuers to ~ out their 
obligation in disbibuting materials in a manner which would reBect - the complementary obJ.i.gation imposed on brokl'Jrs by pro~d 
Rule 14&-1(1.). Specifically, it would r8C}.Wre issuers to make inquiry 
of brokers at least ten days prior to their record dates and to sup.,ly 
requcAted materials promptly. 

Ffhe rules would not add any new procedures to the issuer~hare­
owner communications process. Ratlier, they would formalize the 
distribution process already employed by most brokers and issuers. 
Nevertheless, the Commis.~ion is considering adoption in view of the 
data gathered by the Study which indicate that some brokers and 
issuers are unfamiliar witli tbe Nearch card procedure or do not 
follow it. 

3. Thf' CommiH-c:;iol1 win evaluate therccommendat·ion of the 
Study that brokt>rs be required to forward all shareowner communica­
tions which the iqsuer :mpplies to the broker in sufficient quantities 
Rnd for the forwarding of which the io;;suer i.~ willing to reimburse 
the brokeni' reasonable expensc:-. Brokers often do not forward 
~haf{'owner communicntions ('\"en when L.'l<;ue1'l' are willing to supphr 

the mat.erial., nnd provide reimbursement. The deci::.ion of th~ 
brokers a~ to what U1atp.rinl~ should be forwarded generaUv i~ based 
on the broker's assessment or the "importance" of the communications. 
The Commi~ion deems it inappropriate, in gent-ral, for brokers to 
detrrmine whether commuui<:ntions from i,,~ueni ~hould be forwarded 
to sbareowners. Deci.-.iOllS a", to the scope, relevance, or f1'('quency of 
commllnicationfl to be transmitted to shareowner.; ~hou1d rest with 
the i.~lIer. 

4. The Commis..~iol1 hn~ nndt.'r eon!\iderntion withdrawal of prop-oscd 
Rule 14b-l(b) and relntl'd amendments to Rule 14a-3(d).- Rule 
14b-l(b) would Jlc.>rmit brokers to satisfy their obligation to forward 
communications to the~ cu~tomers by proyidil1¥ to the i~su('r a list 
of the shafCOwners, theIr addres..:;cii and th('tr hOll1illgs. h"HU.'rs wo1l1(1 
then be required under the proposed amendment.<; to Rule 14f\-3(cl) 
to communicate directl:y \\ith th('il' ~hnr('owne~ Tile withdrawal of 
th~ 1'ul('s is being considered on the ba.~i.') of the Study's finding 
that the procedures su~sted for effecting direct i.~uer-shareown(1r 
communications would lUgnificantl3" di~rupt the present system for 
clearing Rnd settling ~ec\lrities transactions or would place undue 
regulatory and economic burdens on ic;suers and brokers. 

o. To make clear that customers' voting instructions, received any 
reasonable length of time~ prior to an i'iSuers' meeting, must be given 
effect, the Boston and Midwest Stock E:<changes should amend their 
rules, and tile New York and American Stock Exchanges should 
undertake a pro~am to re\iew their ten-day rules with their members. 
Failure to give effect to such instructions may interfere unduly with 
the ability of shareowners to vote their securities. 

". 

• 

• 

• 

• 
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6. An advisory committee will beJ>ro~ by the Commission (a) 
to focus on the development of !dand8.rd lorms and procedures lor the 
tralWllission of shareOwner communications and the solicitation of 
rroxies and (b) to seek wafs to implemAnt Buch forms and procedUI'M 
throughout the securities mdl1stl'Y on 8. voluntary basis. 

Most brokers, banD, and u.stiers ~ that the use of standard- rOI"lM and procedures could ~cantly improve tho efficiency of the 
communications process. ThS)' would prefer, however, that such 
standards be implemented through self-iegulation. The Commission 
concurs in the belief that a self-regulatory approach is appropriate. In

•	 the past. p'rogresB in this area has-been slow·because there is no single 
body whiCh represents all of the participants in the oommunica.tionl'i 
proces:' or which bas the authC\rity or irifIuence to institute industry­
wide standards. The Commis.~ion believes 8. federal advisory com­

•	 mittee could perfonn this role• 
n the self-regulatory approach proves unsuccessful, the Commission 

will consider exercising its ntlemliking power to achieve standardiza­
tion in shareowner communications. In m~ this detennination, 
however, the CommissiOn will consider cnreflll1y the apparent general 
!oIatWacuon of brokers, banks, issuers and shareowners with the enst­
ing communications ~ystem. 'rhe Commission will seek to balance the 
potential benefits of any such changes against the regulatory and 
finandal burdens which would be imposed. 

7. The national securities ('xchanges and the NASD jointly ~hould 
rre»ar~ It brochure for di.~tribution to brokers' customers explaining 
tho ben('fits and consequences or leaving securities in street name. The 
Commis..cdon's survey data indicate that many eu~tomersdo not realize 
thAt St'Curities IcIt "ith a broker \\i11 be rt'gistered in the broker's name, 
that communirations will be ~nt to them indirectly through the 
broker, and that dividend~ will be credited by the broker to their 
account. This l'iOmetimes results in cu~tomer dis:;atisfaction even where 
brokers hllYC adhered to high standards in transmitting communications• 

• 

. " 
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CSAPTEBlV 

THE PRACTICE AS IT AFFECTS DISCLOSURE OF BENE­
FICJ.AJ:, OWNEBSBIP FOR PURPOSFS OTHER THAN• 
ISSUER-SHAREOWNER COMMUNICATIONS 

A. Di8cuBsion 
•	 The practice of ~tering securities in nominee and street Dame 

interposes between ilie issuer and the beneficial <JWDer an intermediary 
which may effectively mask the identity of the beneficial owner from 
the issuer and the public. Altho~h it is p'ossible, in most cases, to 
identi~~ brokers or banks which hold ~'!Curities tbroUJdl a depositoJ:"Y 
or institutional Dominee, l brokers and banks have been generalJY 
un~ to make aV8.11able to issuers or to the public information 
about tlie individuals or institutions on whose behalf the securities 
are held. 

During the past several years, the Senate Committee on Govern­
ment Operations and its subcommittees have conducted extensive 
hean. and issued several reports on the lack of readily accessible 
coordinated information regtirding substantial beneficial owners. 
Congress has voiced concern that nominee and street name re~a­
tion may deprive the investing public of ownership information Which 
is relevant to their investment and voting decisions and may make it 
more difficult for governmental entities to carry out their regulatory 
res~DS1"bilities. . 

The Commission has examined the impact of the practice on the 
existing disclosure requirements of the Act to detennme (1) whether 
additional legjslation should be sought in order to assure public 
&l"silability of information regarding substantial beneficial owners 
and (2) whether the pra.ctice impedes eft'c<..tive enforcement of existing

•	 disclosure requirements• 

1.	 Disclosure Requirements of the Securities Exchange Act and the 
Rules Thereundex­.. . 

A. DISCLOSURE BY BENEI'IClAL OWNERS 

Section 16(a), the Act's only beneficial ownership disclosure pro­
vision of general application, requires any person who becomes the 
beneficial owner of more than ten ~entof any class of equity security 
of a publicly-held company· (or who is a director or officer of the 
company) to file with the Commission a statement listing the amount 
of that issuer's equity securities 80 owned. Thereafter, any change 
in ownership must be r~orted within ten days after the close of the 
calendar month in whicli such change occurs• 

• If tbelllllDl'JUea bI14.. tba IICIIDInee__01.de)lOll~,tile ~ lYIIl make • ..u.we to tile 
,,-. ......... or ~~ln the ...... lleUdtltL U....HH..beJ4 .. U.1IDIIdDee 

MIDI oIa buik or oUaai' tba btiDt or IJIstJ&uUoll taD ~ be ~ ....uw".....11I) 
~It .....,'"tbeAmedeaa~oICGnJoi'aM8eentad&.' I A." ~••uecl beril'~,"~ __wll-. .....u. ... rfIII*ed .....,j to II tbeAet. 
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Secti()D 13(d) ~uires any person (or ~up) who, after acquiring 
ownership of certam equity securities,' is tbe beneficial owner of 
more than five pelCe!lt of any class of such securities to discble, 
among other thiilgs, that ~on'8 name, address, occuj)ational back­
ground, source of funds, and p~ in effecting the acquisition, 
a8 well 88 the number of shares of the subjeet security which are - benefidaDy owned by such person and each associated pereon. There­
after, any material change m ownership must likewise be reported.

Section 14(d) requires a ~n (or g:J:Ou~) who, after consummation 
of a tender offert would l)e the benefici81 owner of more than five • 
percent of any- class of a Section 13(d) securit;Y:t to disclose the in­
formation 8j)ecified in Section 13(d) and certain additional information 
which the Commission has prescribed.

Sections 13(d) and 14(dJ are not dil'lclosuro provisions of gelleral • 
a~p'Jica.tion. Neither Section require!; reporting of any acquisition 
wliich, ~ther with all other acquisitions of the l:t8me cJa.~lS during
the p~ twelve months by the same peJ'lolon or ~u'p, does not 
exceed two percent of that class.· Moreover, the p-rovistons do not 
require disclosure by five J>e!'C8Ilt beneficial owners who acquired th~ir 
ownership interest P!ior to the enactment of the five percent disclosure 
threshold in 1970. Congress sought to treat what it considered to be, 
at the time of enactment, an imJnediate manifestation of the broader 
problem of the potential abilit~ of 8ubstantial F.horeholders to dom­
mate shareholder vo~ or to infIueDce significantly co~rate man­
agement. Underl~g Con~' solution waK 8. detemlmation that fh'e 
pt!Cent ownership in a publicly-held company i.~ orten ~umeient to 
mftuence management.6 

Alter enactment of Sections 13(d) and 14(d~, Con~ focu.~ in­
creased attention on the role of large institutional shareholden-. 
Concerned, amODI:;' other things, about the potential ability of such 
fdlueholders to inBuence co~rate management 6 and to affect the 
market for a corporation's stOck bt'C8use of the amount of securiti~ 
over which they exercise investment dit'cretion,' Congret:s enacted 
Section 13(£) as p-art of the Securities Acts Amendments of 1975. Upon 
imJ!lementation by CoDlJDission rule, Section l3(£) will require insti­
tutional inv~tor8 to file with the Commi.won information With l'C."j>eet 
to their holdings in Section 13(d) securiti~ for accounts OVf'r whi('h •they exercise investment di.~retion.a 

• 
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B. DISCLOSURE BY ISSUEBS 

Seetion 14(&) authorizes the Commission to adopt rules relating to 
the solicitation of proxies by publicly-held companies, The Commis­
sion's rules ~uire each issuer to trant;mit to recordhokJers, prior to 
a shareholders meeting, a proxy statement which, amo~ other things, 
identifies any person Who owns beneficially or of record more than ten 
percent of its voting securities.' If proxies are not solicited, Section 
14(c) requires issuers to forward to recordholders an information

•	 statement containing substantially equivalent information. The Com­
mission's rules ad~ted pursuant to Sections 12 and 13 of the Act 
require each reportIDg issuer, at the time of ~tering its shares 
and in subsequent periodic reports, to identify each person who iq a

•	 recordbolder of, or is known by the rc~strant to own beneficially, 
more than ten percent of any class of voting securities of the issuer. 10 

In addition to these genei-ally applicable reporting proviliions, the 
Commission administers disclosure provisions applicable to particular 
t~ of issuers, including rePteled investment companies, registered 
pUblic utility bolding companies, voting tnl!its, and registered broker­
aealers.ll 

2. The Need for a Comprehensive Reporting and Publication System 

During the 94th Congress, a number of bills were considered which 
would have (a) expanded the information to be disclosed by beneficial} 
owners subject to the Act's disclosure ]>rovisions, (b) lowered the 
threshold at which reporting by beneficial owners wotild ~n, and 
(c) established related ret>0rti~ systems.u: Although this lepdation 
was not enacted, in &SS8sstng the impact of the practice of registering 
securities in nominee and street name on the pu!P0Se8 of the Act, 
the Commission bas a.ttempted to consider the COngressional con­
cerns behind such le~1ation as well as the interests of the i'i2!iuer 
and financial commumties. 

Many issuers are not s&tisfied .,.ith the present disclosure provisions. 
Fifty-seven percent of the issuers responding to the Commission'g 
survey and 65 percent of the issuers responding to the American

•	 Society of CoJ1K?rate Secretaries' survey indicated that they favon-d 
some system which would provide them with more informatlOn about 
the beneficial owners of their securities. At the same time, the broker­
age and banking communities generall)T objected to disclosing the 
name~ of customers for whom they hold stock in street or nominee 
name. 

The interests of brokel'R, banks, Bud i'iSuers must be balanced 
against the national policy con.COliderations ex~ by Co~ss 
reprding the right to privacy of individuals on one hand, and the 
need to liave certain information available to regulators and tbe public 
on the other. In enacting Sections 13, 14, and 16, Con~C\ sought to 
strike tha.t balance and detennined thet disclosure should be required 

llwal(4), ........ lU, 17 CFa 210.1...101. The CommJlIlon'. nlIeIlI*iIY tbat dIIckiIare II not
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of JNn:301l9 who, because of the size of their ownership interest, may 
be &ble to aftect the market in an issuer's securities or significantly 
influence management by voting or otherwise. 

The touchstone of the nationAl disclosure policy in this area is the - concept of control or potential control.lI Control is, however, an 
elusive concept. Because shareholder influence is seldom exercised in 
an o~n fashion, its incidence and eflect are not readily subject to 
empirical determination. The result is that the appropriate threshold 
or disclosure is essentially a matter of judgment. •In enacting the Williams Act Amendments in 1970,1& Oongressdeter­

mined that peraoll9 who own more thal five Percent of an issuer's 
securities are in a poilition pot8ntia.lly to exercise control over the 
issuer and that, aecordin.$ll' this represents the ap-propriate threshold •of disclosure. The OomlJl1S910n concurred in t·his juagment in determin­
ing recently to add to a number of Oommission forms and reports a 
new Item X to require issuers to disclose information regarding 
~nso~more than five percent of their securities.lI In enac~ 
Section 13{f), Congress adopted a difierent approach for large institu­
tions, but again an underlying Oong'!'essional concern was the dis­
closure of {)Otential influence or control. 

In addition to req~ disclosure, Congress has provided for the 
J>ublic availability of Pertinent information to investors and others. 
Congress particularly emphasized the need for public availability of 
information in enacti~ Section 13(f), which ~uires the Commis­
sion to make r8{>ON filed pursuant thereto available in a way "which 
will • • • ma.mnize the uSefulness of the information to other Federal 
and State authorities and the public." 1. 

The Commission believes that the Act and the rules thereunder 
currently may not achieve fully the SCOIM! of disclosure or range of 
dissemiriation contemplated by Congress. Existing disclosure require­
m~nts do not appear to reach all J>t'rsons who own more thari five 
I,c:rcf''lt of a SeCtion 13{d) securit,y,17 The Commission has not yet 
completed implementation of Section 13(£). And information gathered 
under existing Commission rules is not dis.~minatedas widely as might 
be desirable. Moreover because of the use of street and nominee 
names, i-muers fr~uentiy do not know the identity of large share­
owners.11 In addition, Oon~has been concerned that issuers some­ • 
times fail to report, institutional holdings cornctly because they do 
not aggregate an institution's hold!ngs which are distributed among 
several of the institution's nominees1. or becaU8e one institution (such 
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as a mutual fund) holds securities through another !nstitution (a 
bank)." 

3. The Need for Additional Enforcement Powers 

The practice of ~tering securities in nominee and st~et name 
may im~e Commission efforts to detect attempts by shareowners 
to evade the Act's disclosure requirements. In recent years, the Com­
mission has ~erienced difficulty in enforcing Sections 13(d), 14(d), 
and 16(0.) with reprd to f.8l:!ODS who own securities held in nominee 
accounts of fore~ institutions.Jl In Con~onal testimony on 
June 28, 1976 Cliairman Hills related Specifi3 instances of evasion 
of the Act'sdis'closure provisions 22 and concluded: "(WJe do have 
reason to believe that fore~ financial institutions, intentionally or 
unintentionaUy-and probably there are examples of both-per­
mitted substantial ownership or control of U.S. corporations to be 
accumulated without complying with the diseloimre requiromenti 
of the U.S. securities laws.' IS 

The principal impediment to the effective enforcement of tile dis­
closure proVl'3ions agail'st persons utilizing foreign institutions hM 
been the inabilitl of tha Commi..mon to US3 its subpoena. powers to 
obtain from fOr8lgtl financial institutioll8 information essential to the 
investigation of aisclosure violations. Accordingly, Chairman Hills
recommended during his Congressional testimony that: 

"[Legislation] should b9 enacted to spell out the powers of the 
Federal courtl to grmt ancillary relief in ca.;ea of refu~al to comply
with subp9nai of the Co.umis3ion. Such relief would permit a court 
to restrict tran'lfel." of shares, to revok9 or sUipend the right to voto 
shares, to prohibit payment of or impound dividends, or to require 
public sale of the securities involved--obviously only: \\ith court order 
and onlX in the case WhAM an alleged violation had occurred." 21 

The Chairman also asked that Co~ restore the Commi':lSion's 
authority to censure foreign financial institutions engaged in securitie~ 
laws violations. • 
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B. CondUBio~ 

The Commission has concluded that the practice of registering se­
curities in nominee or street name is consistent with the pu~ of 
the Act, with particular reference to Sections 13, 14, and 16 regarding 
disclosure of beneficial ownership. 

The Commission has concluded, however, that the following four -- steps should be taken to unify the present reportinJ requirements into
a comprehensive system for gathering and disseUllnating information 
about ownership interests in publicly held companies: (a) all persons
owning more tlia.n five percent of a Section 13(d) security should be • 
required to report sucli ownership to the Commiltiion and tl> the 
issuerj 21 (b) issuers should be required to include such infonuation 
in reports and shareowner communications; (c) implementation of 
Section 13(1) should be comp-leted, and the information obtained •
should be made publiclY available; and (d) the Commission's au­
thority to assure compliance with the Act's disclosure provisions 
should be clarified. 

O. Recommendatw1Ul 

1. ~islation sbould be enacted to require an:r ~rson owni~ 
benrfi.cially more than fhee percent of any clas.liJ of a Section 13(d) 
security who is not currently required to report under Section 13(d) 
of the Act to file with tbe Commission a short ~tatement detailing
relevant ownership infc,rmation and to transmit such ownership 
statement to the issuer and to any exchange on wbich the securit)P 
in question is listed. The Commis.~ion has aetermined, by adopting
Item X, to require reporting ~.,uers to pub1i~h information regardiJ!g 
beneficial owners of more tban fh-e percent of their securities in 
proxy and information statements, certain registration statements, 
and annual re~tts. 

2. The Com~ion will complete impleme>ntation of Section 13(0 
to require infonnation from institutions. The Commis.c;ion will study 
wa)~ to make this information publicly available and will consider
whether benefits would be derived from formating this information 
to detail the holdings and \"oting rights of all reporting institutions 
in each issuer. 

3. The Act should be amended to make clear that the Commi.~~on •hM available to it specific ancillary remedies in instances in which it 
i:; una.ble t.o obtain information in lurtherance of its investigations. In 
addition. Co~ should con:~ider broadening Section 15(b)(6) 
to ~ant to thE' C-ommi:i8ion authority to proceed administrath-ely •agaln.qt foreign financial institutions for ,iolations of the Act. 
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CHAPTER V 

- THE PRACTICE AS I'f AFFECTS THE JURISDICTIONAL 
STANDARDS OF SECTIONS 12(g) AND 15(d) 

.-1. Di8CU8B'ion 
• Sections 12{g) and 15(d) of the Act make certain issuers whose

securities are traded otherwise than on a national securities exchange
subject to t.he 'Act. Sectioll 12(g) requires ~uch issu~rs to register 
with the Commission each olaf'S of equity security held of record b)· • at least 500 persons, pro"ided the issuer has total assets exceeding
$1,000,000.1 An ~uerof ft security n-gistered I?ursuant to Section 12(g) 
ceases to be subject to the Act if the secunty com~s to be held b)'
fewer than 300 shareholders of record. Section 15(d) requires an 
issuer which distributes securities pursuant to a registn.tion state­
ment fIled with the Commission under the Securities Act of 1933 to 
mee.-t tho same continuing reporting requirements as issuers of securi­
ties registered pursuant to ~tion J2 so long as the security to which 
tbp. statement relat.es is held of record by at least 300 persons.

The shareholder-or-record criteria wpre intended to pro,ide a 
certain and easily ap{>lied In'-Mure of public investor interest and to 
tn-oiel the difficulties lnher~nt in a standard based on the number of 
beneficial owners. Congress enacted Sections 12(g) and 15(d) on the 
assumption that there was a significant correlation bet ",een the 
number of recordholders end tho number of underlying beneficial 
owners.t A substantial increase in the use of nominee and st.reet name 
r~stration, howenr, would attenuate this correlation by combining
the holdings of many shareholders into a single nominee of record and 
could th~by exclude or n'mo'·e (rom the jurisdiction of the Act 
issuers whidi, in the contemplation of COtlgress, properly should be 
su!>joct to the Act. . 

The Commission d()(>s not ha"e a'·ailable e"idence to indicate that 
an~· issuer actually has been excluded or removed from the operation • of the .Act because of the increased use of nominee and street name 
N'gistration. Moreover, the modest increase in the percentage of 
~(,cllriti('S held in nominee and street name since the enactment of the 
sbareholder-of-record standards in 1964 makes it unlikely that the 
correlation between the number of recordholders and the number of 
lX'ucficial owners of an issuer has been significantly affected. In 1965, 
2:J.7 Jlercent of tbe securities of publiclv-owned companies was held
in nominee and street nallle; in 1975, 28.6 percent was "le!d in nominee 
and street name.3 

I SfeUon 12(1)(2) fODtains P,IHIlPtiona for .Jlfdfled t)'1IfI oIleCurltlM..
 
t Iltv1.." ... S."" Btfere1M &ute a..",,,".. BlItItI.,au ClumIcp.1II&h COllI., 1st SelL _
 (I.':

s. -'Nn.lmIl.~~~.("' •• N_ York tilOCK: E .......,..." U.s.A. 85 (115); N.... York Stock RICbanp, SltGu· 
""""'" "" 28 <mil. 1 eGIIII...... fer PaJ1IOIIIII of the WII NYIS ...,..., 1hft ......wltll ....... tMn $I mI an .-u1114.~bIIcl~eoa......... PI1fIIOIl'S 01 theJ. NYllB IUIWf thole wtMlII...-w.. 11ft aD ...... or olbtnrbP aftlllble to the 
......Ptlbllcaa411fold by at 1....UOOItockbold oI..eord. In IIIOIt InRaneeI, bIoken" ~ palltlons
11'''' audbllte4 w broItrrs' hoJdhlp. ud the remalnIaa MpoII&ory ~ "... .Url1iuted w QoaaJoelt
holdtlll'. EIbJbtt 11. p. It. dtplris the ebenp lllICe I_In tbe penlIIltIp 01 ... 01 pabIIcl)"~1I'DIId .... , eompuletl heklla DOIlIIIIH mcllltnet.... 

(IS) 
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lIlxBDl'l' :lit .' 

PUBLICLY-HELD EQU~TY SECURITIES
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Even without an increase in the percenta~ of securities held in 
nominee and street name. depositories may inftuence the correlation 
between the number of recordholders and the number of beneficial 
·owners of an issuer by combining the holdings of many nominees 
into a single nominee of the depository. Depositories liave grown 
substantially since 1968,· and the Commission considers the continued 
growth of depositories to be an important step in the development of a 
national slstem for the clearance and settlement of securities transac­
Hons. ThIS growth should not, however. be pennitted to affect the 
jurisdictional standards of Sections 12(g) and 15(d). • 

B. Oonclusions 

It is doubtful that the growth of street and nominee name holdings • f;ince 1974 has significantl:)" attenuated the correlation between the 
number of recordholders and the number of underlying beneficial 
owners. The le,·el of nominee and street name ownership should be 
periodically monitored, however. to assure that this does not occur. 
A.t the same time. the Commission belieycs that steps should be 
taken to anticipate furt·her growth of securities depositories. 

The Commission cOllcludes that tbe practice is consistent with the 
purposes of the Act, with particular reference to Section:; 12{g) and 
15(d) regarding jurisdiction O\"or certain o,·er-the-counter issuers. 

O. Recommendations 

1. The Commission will consider the recommendation of the Study 
that it use its power under Section 12(g)(5) of the Act to propose a 
rule defining tne tenn "held of record" to mean that securities held 
by a depository or its nominees are held of record by the depositor of 
t.he securities. Section 15(d) should be amended to clarify the Com­
mission's power to define "held of record" for purposes of that Section. 

2. In connection with this, the Commission will collsider the recom­
mendation of the Study that, pursuant to Section 17A, each de~sitory 
be required to transmit periodically to each issuer whose securities the 
depOSitory holds of record a list of the persons on whose behalf the 
depository holds the securities. 

• 

• • 
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B. Arc you an Institution (including a trust or an estate) or an indMdual? 
I. Institutions-2,268. 
2. Indhidual'J-21,143.
 
No entry-189.


E. Was the proxy material accoD1pan~'iog this questionnaire fOR'orded to )·ou 
b)':

• 1. The cor~ration "'hOOt! sbnrt'S ~'OU own?-7,673.
2. A brokcr?-J3,238. 
3. A bank?-2,689. . 

F. If your sccuritk.'S are held by a broker or bank, would you object to .'-log 
vour broker or bank dL'JclORe your nome Ilnd mailing addrcs... to the corporation

·' . whose shares you O\\'D, 80 Ulat the corporation could communicate with you 
directly?

1. Yes-I ,655. 
2. No-J3,953. 

G. Do the instructions nccompan~'illg this proxy mnterial call for )'OU to return 
the proxy card to: 

J. The corporation whose shnrcs }'ou 0\\"01-9,746.
2. A broker?-12,554. 
3. A bank?-6t3. 
4. Otber?-250.
 
No cntry-407.
 

(158) 
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I. Has it been 3'001' practice to vote shares which you own? 
I. Alwaya-16,467.
2. Sometlm('B-5,463.
3. Never-I,417.
 
NQ entry-203.


J. Do you b8ve any complaints regarding the trnnsmission of proxy materials. 
annual reports or other shaicholder commuirlcations? 

I. Blank-4,889. 
2. No comclain~l';339. 
3. Compla nt ~bii federal govenlment-282.
4. Complaint regarding ahal'eOwoer communicatione-l,762. 
5. Other complllint&-1,323. 

• 

• 

• 

• 



APPENDIX B 

BROKER. DANK AND ISS1,.;R gUIi:8'I'IONNA1RF.8, 1976 PROXY SEASON 8UBVIlT­
SllMMARn:S OF REsponza TO SELECTt:D QUESTIONS 

TZCJI1IICAL XOTBS 

1. In Tablt'8 l-l6, the number of ACCounts carried by brokers i8 bnsed on the 
number 01 customer accounts having poaltlons in ,..oting securities held in nominee

• or street namf'• 
2. The bank rt'llponflt's set forth in Table' 1-13 reflect only the responses of ~he 

distributing banb (sec Finnl Report, 'UprG p. 11). 

TAIl[ I.-WHO FORWARDS ISSUEIS' PIOXY MATERIALS TO YOUR CUSTOliERSl 

NlllllbIr of ICCOlIllts 

ltD 250 2511D 5,IlOO Over 5,. Total 

letal ~1Ib•••_. __ •__._••__._••_ 24 52 42 .,IS........:

Y......_••••_ ••••••__••_ ••••• 24 51 41
A..,..."•••••••••••_•• •••
All ...,.....coMnldDf .... 1 1 •....: 

•• o 2 

~.. ...., __..... 1 
SIItIr _._••_•••• 1 o••• •• 

.....: S1KoUr,..,... 1IOf. "'-1 .........
 
SauIce: 1111 lIfO., 1Ild balk U.s. sar. IIIlI £IlcIIHIe C•••h.I.I.
 

TAIlE i.-WHICH OF 111£ FOLLOWING ISSUER-SHAlEOWMER CO_UNICATIONS DO YOU FOIWARD AS A 
MAnER OF COUlSt TO YOUR CUSTOMERSr 

• 

. • lGCII ............__...._ ....__•••...,.:
AI ....... '._••••_ •••••• __ •••_ 
~ ..........__._--....-.-.-AMlIII """""••_____••_ •••_ .......,~------_. __.. 

3=~~:~: 

........ 
I.m"" of ICCOftts 

lID 
2SI 

2511D 
5,0lIl 

Ower 
5,• ,.... ..... 

24 52 42 •• IS 

14 
10 
S 
S 

27 
25 
Z3 
11 

27 
13 
U 
10 

"•4l a 

4 
7•I 

•• Z2 
0 

.0 
3 

4'
I 

7• 
.....nll . 
.....:DIe ,..,..., ,.,... pD ab, 

...: lt1S".., __ u.s. $ecIrIlleI1Ild EJcIIIIIe ca. Inll 

(01) 
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TAItE 3.-IF A CUSTOMR I'IIOVIOES INSTRUCTIONS THAT PROXY MATERIALS AMD OTH£l COMMUNICATIONS
 
ARE NOT TO B£ FORWAIIOED, 00 YOU COIIPLY .Im SUCH IrtSTlUCTlOIlSl
 

I ID 250 251 ID 5.800 OYer 5,lIIIO T.... BIlIb
- TGIII r!lSlNllldeIlts •• __ ~. _. _••• _ 24 52 42 118 13
 
RespoesI:
YIS._._"" ••_. __ • •__• __•• 18 1& 4 31 11
110••• _• •__•••••••__••••_••••_ 4 27 33 64 8


SoaIttiIllt1_ ._•••• _. __.•••.•.•.••_ o o o 0 Z o 3 4 7 0 •

=TA~'Rfte;'r1M:iiVid'SDeIi -iii­

iIlstrudioll. _••••_••_•• •••••• z 6 I t 0 

Sou",: .176 pro., HlSOIIllrok... _ "Ilk 1I111S1io1Ml.lr., U.s. securities and Exc:fIanIt ConlflIIssIon. 
• 

TABLE 4.-KOW DO YOU BECOME AWARE OF ISSUERS' RECORD DATES AIID ANNUAL MEmHO DATtS? 

lID 2SO 251 ID uoe OYer 5,1101 T.taI 

Tolal rajlOlldttlls.__•••••_•••••_ •••• 24 52 42 118 13
.....,.:
Stodl 0IICIlIn&0 1III1ItiIlI._.__ •••••• a 33 37 78 4
,
ClelrilllllfttY. WIeliIIs_•••---". ­ V 36 51 3

CoIllIMidat WIoIiR SIMCIS••••• __ 4 11 11 31 I
IS1IIrs' SOlICit canIs_••••_. •• 21 40 41 101
 13
 

0Ib0r'Rictlptof pmy lUteriaL_•••_._ 2 5 13 '-0 7
 ,.... rtaMds.__•• ._•••__••• o 3 2 I 
~ SllIIcllOr CDlItICt•• __••• _ Q 7 10 11 1
fr"'" qIIIt COltbd.. •• _••_ 1 3 4 o
 

•. NoIIca '1M corfOlf'llllotlt bnlller._. •1 5 o Ii oNews ....._•••• •__• ••__• o 2 2 8
T.,... COlIIIct lIIiCIllSS\IOf. __ • _. o• 4I 5 2
OwaMalChanl••••••_•••__•__• o o I 1 o 

Nolo: DtIt IDIllIIi. ~ ..... r.,....1COOd ..... rapoadMIs. 

Soun:a: 1916 \IfO., selSOll bnIIler tllll blllk lIItslionulm, u.s. StewiUos and ElIChanll Colllrissioll. 

TABlE 50-HOW DO YOU OBTAI" ANNUAL REPORTS AND PROXY MATERIALS TO SEND TO YOUR CUSTOMERSf 

Broil... 

N..bt. " ICCOIIIlIs •Over S_
1 to 258 251 "5,088 Total 8IlIks
 

Tebl fISPIlIldOtlb•••••••••••••••••--. 24 52 42 til 13
 

•---:Do JIll '"""' ~ lIlaleriais
frDnI tile mdfWltIIM wadiRlID
nceho .Rlrdl anP.•• __ •__•••• a 33 31 72 1


•00 ~ ..u .. rlll_ IIfIXY III' 
tlrlals lIllIIl tIIo isuer sendS y... 

21 1. 49 12
 
No~::::::::::::::::::: 1 •0 I 0° 

Noll: Feu' Inkor rapolldoRts illdic4ttd Ihat..,....1IIoyDIe IIlt,.rtIcuIIr lauor.
 
SOt!rco: IWI prOllJ SIISOII IoIoker •• baM QUtItioMaIres, u.s. Securities EIdIIlIP ComIIuiII.
 

-_.•...._.__.._---_ .. _-----­
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TABlE 6.-IF YOU NORMAllY WAIT UNTlllSSUEIS SED YOU SEARCH CAIlDS. IS THERE SOME PERIOO AFTER
 
WHICH YOU REQUEST I'IlOXY MATERIAlS FROM THOSE fROM WHOM NO SEARCII CARD HAS HEll RECEIY'::t!l
 

I to 25t 25110 5,lIIIO Over 5,lIIIO Tolal SInk. 

ToIII respomltllls..__•• • __•••••••• 24 52 42 111 13 
Respense:yts••__•••••_ ••__••__•• • _ 6 13 5 24 7NIl •• _••••__• ._ 14 6 4 24 5 

I o o 1 0• =7A~..it--_iRiiiy·Wii-;o;· 
seaIth Clrd••••_•••_. __ •__••••_ 3 33 33 69 1 

SotIn:e: 1976 proxy _ lIraIIer aad IIank lIuIstlonllliru, U.s. Slc:urilles .1Id Exc:he"" CotnMIsslclfl. 

• TABLE 7.-WHAT IS YOUR PIOCEDURE FOR FORWARDING ISSUERS' PROXY MATERIALS TO CUSTOMERS FOR WHOM 
YOU HOLO SECURJnES IN NONIIfEE AltD STREET NAMEl 

Broilers 

HIIIlIber IlIICCG11l11s 

1 .. 250 251 .. 5,108 Over 5,lIIIO Tolal SInks 

Tolal respondlnls••______•_____••_••_. 24 52 42 UI 13 
a.,...:

Do JDlI ....d unsI&ned ,rOllr. Clfds 
to rour C8dlllIItrs lad IlSlrtIC' 
..... fllllfJI tbe cards" JOUl.- f 36 37 79 0 

til' 
Do YMIiIn1RlI-::r:rcards to 

JGlIf ClistaIItfI ISIi IfIIIIl to 
I'IIurn .... cards Pitt" 10 theissueIl••••••_•••__•___•___•• __• 14 14 2 30 10 

or 
00 ~':ric::n'1IepencI-

1111 I,. JIIftic* iIsaIr til' 
ClIStDIIIIr••••••••••_••_. _._. 0 2 3 5 1 

~~~~~.~~~.~. 1 0 0 1 2Proal is aiVllllllssutr ,urw­
1ft to,..., 1lI1Uorn1y••••• I 0 1 0•No fIIIIDIIH••••••••••-.-.---•••-•••-- 2 0 0 2 It 

SouIw: 1916 IIIVI)' ItISOft broIrer Md IIank ql/tStioMalrlS, u.s. SlClIIili...... Exc:henl' Commission. 

• TABLE 1.-00 YOU SEEK REIMBURSEMENT FROM ISSU(RS FOR FORWARDING PROXY MATERIALS7 

Brokers 

• 1 to 250 251 10 5,11GO Over 5,000 Tolal Blnks• 
T.... respondlnls••__• •__ 24 52 4Z 111 13.....:

ylS••••_•• • __•••••_•••••••_•• n 42 99 INo •••__• • _ •12 Z o 14 4V_les__ • ._••••• _ o I o 1 I 
No 'fSPCIIII••--•• ---.-- I 3 o 4 0 

Soun:e: 1916 proay ..... broker and baIlk .-uonuirlS, U.S. S«lfitilSlI1d fa..ComnrissIH. 
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TAti I.-WHAT PERCBtTAG£ OF ISSUus. WHOSE ISSUES YOU HOlD IN NOMINEE OR STREET NAME, stNT
 
SEARCH CARDS TO YOU INQUIRING WHETHER YOU REPRESENT BDtEfICIAL OWNERS Of TREiP SECURITIESJ
 

...bra 

NUIIIbIr of ICC9UllI$ 

1 to 250 2S1 to 5.010 over 5,000 Total Banks- TatII rtIfOIICIInts•••, ••••••••••••••••• 
R~:

Mort Ihu IS percelll••••••••_. _.__ 
'IS tit 9S pelClllt•••••••••••••••••• 
50" 74 "rcent._ .•.......•..._..
 
Less thIli 50 percent•••••••••••••• 
U..... to dltifmilll-r.o record•••• 
No respense•••••••••••••••••••••• 

24 

7 
6 
2 
7 
1 
1 

52 

& 
14 
14 
17 o 
1 

4Z 

o 
4 

21 
10 o 
t 

nl 
13 
24 
44 
3t 
I 
2 

II 

1 
6 
Z • 
•o

SoIree: 1976 proxy IIJSOft braker and b.nk qll85tiOllllaires. U.s. Stcurilies ucI Exchall" Camllllssl•• 
• 

TABLE IO.-WHAT PERCENTAGE OF ISSUERS FAILED TO SEND PROXY MATERtAlS TO YOU AFTER YOU NOTIFIED 
11tEM 11tAT YOU REPRESENTED BENEFICIAL OWNERS OF THEIR SECURITIES AND ORDERED PROXY MATtRIALSf 

Brokers 

1 to 250 251 to s.ooe Owsr 5,lIOO Total IInIcs 

Total respcmdenlt••_•••••••__••••••••.....:Less IIIlI S percellt••• __•••••••_•• 
S" 10 NJtIRL•••••_•••••••••••• 
II to 25" 1lI1Ctt1t._ •••••••••_•••••_ 
MlItethail25 ~._ .._._•. _••_ 
UnabII It delimlilll-RO record. _. _ 
No '..........._ ••••••••_ •••••••• 

24 

15 
S 
I 
1 
1 
1 

52 

32 
13 
4 
1 
1 
1 

4Z 

6 
23 
13 o 
o o 

111 

53 
41 
II 
2 
Z 
2 

13 

11 
1 
1 
o 
o o 

Source: 1976 pmy SIfiOll broker .nd ballk questionnaires, U.s. StcIrilies and ElICh.... Collllllission. 

TABLE II.-ISSUER MAlLlNG OF PROXY MATERIALS TO INTERMEDIARIES 

Brokers 

Nimber of ICCOlIlIlt ..... 
1 to 250 251 to 5,000 Over !,GOO rlSflOlll' 8IlIb 

Of those Issuers who did HlId JOlt sets 
of prex, materials. wllat PtICI...... 
SIlll t1t1l11terials 101aIt,. received • 
lIIeln: 

Less than 5dIys before llItir _uti
1lIIIIi...._••_ •• ••_•••••••••• 2.9 3.' 2.6 3.1 1.1
 

S to It dIys befote tblir -..at
 
MIIIinI-•••••••-••••••••--._ •• 18.1 n.1 5.7 11.' 1.5 

11 II 15 days belore tIIIIr llllUII • 
-.tiJI&.•••- ••••••-•••---- ••.• 35.0 26.3 17.5 26.3 ILl 

16 II Z5 days before ...... unUII
 
1IIIIlitII.•••---•••-•••--••••••• 32.6 40.1 54.' 42.4 34.'
 

Mort Il8ll 25 ...,. lIldore lllir III ­
.... tIlIIlhII· ..----.-.-._-••• 10.7 1&.9 IL2 lU 35.6
 

AllerIlllr.nHat",.,••••_.••• .1 1.2 1.4 LI L\ 

Nota: Etc" perceAla.. rlpllSlllts II aver... of Ibl rlSpOllSlS in lilt mpecIlve CltlIO".
 

Seurce: 1916 proxr SIIIOIlllroker IIICI bnk questloanai,1S, U.s. Slcurlties and ExcIIaIlP ComIIIissitMt.
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TABLE 12.-0ID YOU FIND IT NECESSARY TO REQUEST ADDITIOHAL PROXY MATERIALS nOM AN ISSUER AFTER 
YOUR INITIAL REQUEST WAS nlLED7 

Brokers 

Number elf ICCCOUlIts 

110250 251 to 5,000 0.5,000 Total Banks 

Total respondents•••••••••••••••••••••
RISJIl!RSi; 

Y•••••••••••••••••••••••••••••• 

24 

5 

52 

24 

42 
40 

111 

69 

13 

12 
No•••••••••••••••••••••••••••••• 19 Z6 2 47 1 
N:»~•••••••••••••••••••••• 

tr .~.. WhIt perullllll elf ISSlItrs 
fiIIiII "", ordll propeily IlId III a 
t1rM1y lll_r7 

More Ulan 95 "",,,l....•..••••.• 
75 .. 95~•••••••••••••••••• 
SOlo 14 ~•••••••••••••••••• 
Lm til.. 50 percenl•••••••••••••• 

0 

1 
3 
0 
1 

2 

13 
7 
2 
2 

0 

•IS 
12 
4 

2 

23 
25 
14 
7 

0 

6 
4 
2 
0 

Source: 1976 prOIlJ season broker IIICI bank qlltStionlllir.s, U.S. securities .nd ExcIlan.. Comlllission. 

TABLE 13.-00 YOU AS AMATTER OF COURSE ESTABLISH ATIME PRIOR TO AN ISSUER'S ANNUAL MEETING AFTrR 
WHICH VOTING PREFERENCES RECEIVED fROr. VOUR CUSTOMERS ARE NOT VOTEDl 

BroII.rs 

flumber elf lIl:COlInls 

Ito 250 ZSI to 5,001I Over 5,001I ToIa! Banks 

Total respondents••••••••••••••_••••• 
ResJlOnse; 

Ves••••• "'."'." •••••••••••••• 
No••••••••••••••••••••••••••_•.• 
H/A-&us1oAllls do nol SInd th.ir 

\/OlinlPrererlllClS to you or your 

No~Mi:.:::::::::::::::::::: 
" "YIS," IS that POlicy collllllunicated 

to yOur customer's? 
VIS••••••••••••••••••••••••••• _ 
No••••••••••••••••••••••_~ •••••• 

24 

3 
5 

15 
1 

3 
0 

52 

12 
24 

15 
1 

7 
5 

42 

9 
30 

3 
0 

7 
2 

l1a 
24 
59 

33 
Z 

17 
7 

13 

1 
3 

3 
6 

1 
0 

Source: 1976 PIOXY seaSOD broker aDd bank lIulStiOllllIIres, U.s. Securities and ElIChlllP Commission. 

TABlE I••-IF VOUR CUSTOMERS FAIL TO EXERCISETHEIRVOTING RieHl$, DO YOU VOTE THEIR SHARES PURSUANT 
10, AND TO THE EXTENT PERMITTED BY, THE RULES Of A SELF-REGULATORY ORGANIZATION? 

BrOkers 

Number 01 ICCOIIIlts 

1 to 2SO 251 to 5,001I Over 5,001I Tutll 

TotaIlespondtnlS••••••••••••••••••••••••••••••••••• 24 
ResJaonse: 

ylS•••••••••••••••••••••••••••••••••••••••••••• 6 
Ho•••••••••••••••••••••••••••••••••••••••••••• 3 
NA-Cus1Dmers do not send tIItIr volin, prtfen IlCIS 

to Yl;IlI or 1Wl' aaent.••••••••••••••.••••••••••• 15 
If ''yIS,'' do you IS • Ill. or course vote your r.IIlrt 
~iI,oa fW 1l••1IfIIIIlI7 

ylS•••••••••••••••••••.•••••••••••••••••••••••• I 
Ho•••••••••••••••••••••••_ ••••••••••••••••••• o 

52 

33 
6 

13 

33• 

,42

2 

31 o 

111 

77 
1l 

30 

77 a 

.........
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TABlE 15.-00 YOU EVER ORDER PROXY MATERIALS fROM AN ISSUER BEFORE THE RECORD DATEr 

IftlkWi 

lID 250 251 tos.ooo 0..5.000 Total 

Tolal rtsPlllldentl • • • • _-- .....YIS._:•• ._._• _ 
NI••• • • ••_. • __•• ._ 

If "Jes."..., basi. do you determl.. how IDIllJ sets 
rlllliterlals to onlIrTCtISlImIr ICCOII.' recanI._••• • •••_._ 

Esti...1IIIIi:I •• Iast order to IsslItr••••__• ._ 
He rISJCIIISI-•••---.-••-----••------.---.---- ­

24 52 42 118 

8 
16 

16 
36 

30 
12 

54 
64 

7 
o 
1 

16 
o 
o 

, 
o 

51 
2 
1 

• 

SOl/ICI: 1976 proxy season IJroker quatioolnainr, u.s. Sr.uritift and Exchallae COIlImlssioa. 

• 
TABLE 16.-00YOU "AVE ANY ACCOUNTS FORWIIlCH YOU HOLD APOWER Of AnORNEY ENTITLmC YOU TO VOTE 

THE SECURITIES CONTAINED IN SUCH ACCOUNTSl 

Numlltr or accounts 

I to 250 251 te 5,000 Over 5.000 Total 

Tolal fespOllCleIlb. • ._. ._••_•• _ 24 52 42 118 
R"'-.l!I'SI:Yes. _. _••• '.' •••• ._._•••_••• •• 2 7 2 11No_._•••_._. • ._.__ ._ ••• _ 22 45 41~ 107 

Sotm:e: lt76 proxy season broker queslionnaire, U.s. Secudlies and Exdlanll Commissioa. 

TASLE 17.-DURING THE 1976	 PROXY SEASON. PROXY MAILINGS TO YOUR VOTING COMMON SHAREHOLDERS 
WERE UNDERTAKEN 8'Y WHICH OF THE FOLLOWINGl 

Issue" 
Number of rltOrdllolders 

5.000 lo,aollttIourl 
Under~.OOO	 50. Over 50.000 Total~=
 

Totll respcm4ents___•_________••__••_ 67 36 34 22 15t 
RespoISl:Your corl'Ohlltn •••••••______•••_ 27 8 12 16 63 

A bank lrInsfw ~Ild-._----.-.--- 43 ZS 2t 6 M • 
A IlDIIllaRk trans'. 1IIftl.-.-.----- 2 1 0 0 3
A~ SGIlcltatioll firm_______••__ 10 ~ 7 2to Ir_._•••___ •__ •__•••____•___ •3 4	 5 20No mpoase._._______•. __ ._.____• •0 0 :J 0 0 

Hot.: Due to Multiple responses. tolsl rlS\lOlIses exceed total respotNlenls. " 
Soufl:l: 1976 proxy ..aSOll isslll!r ,uestionnair., U.S. Securities .nd hch.np Commission. 
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TABU 1l.....f Ttl[ MAIUMG Of PIOXY MATEIIAl TO yewa VOTING COMMON SHAllEHOLDtIS WAS UNDEITAKEII
 

BY AN ENTITY OTH£l THAN YOIMt CORPOlATIOJI, PLWlIHDlCATE YOUtll£ASOfts.
 

.....s 

IIWI" of rICIfdIloIders 
....1.. ~JUltler 5,001 10. '= 0lIII5t,8OI Teta' 

Total reIltIldtnIs••••••••••••••••••••• &1 31 34 :!2 1st 

8 1l 10 4 33 
Mora" Illl.••••...•.•••••••••.• 38 26 22 t 95 

--:"-=.......................
• A...., II1IIIIloIdw __._•••••_ 4 5 4 4 17 
Olher: 

S/IIrtIIoIcIer rIClIIds with IrIaIftr 
3 I 2 S 9

1~~c:r=:=P_:: I 5 5 I 12 
r.............................. I 0 0 0 1
• MIlIIIIP 10 1lIlIliaea•••••••••••••• 0 \ 0 0 IPnIl, _.L....................
 0 I 0 0 1 

No 1'ItIlIIlM•••••••••••••••••••••••••• 1 0 1 0 2 

H": Dut;o IlIIltiple respollSll, tItaI rlSllO- exceed loCI! respolllluts. 
Snra: 1'76 PIUJ HISOft imItr ~.. u.s. s-rltils aad ExdIanIe Co-'sslon. 

TABlE II,-IF you 00 HOT EMPLOY APROXY SOLICITAnON FIRM 0" A REGULAR BASIS, HAVE YOU EMP\.cvm 
SUCH fiRMS FOR PARllCUlAR PURPOSES? 

Number 01 rtcofdhalQrs 

5.000 10,001
Ullder tIlraullh Over 
5,008 10,llOO ~ 5O,lIOO Total 

ToIIl~ ••••••••••••••••••••• 67 36 34 22 1st 
~: 

V•••••••••••••••••••• _•••••••••• 
No•••••••••••••••••••••••••••••• 
No response.._•••.••••••••••••••• 

16 
50 
I 

17 
16 
3 

II 
16 
o 

10 
11 

1 

&l 
93 
5 

SOlIfC.: 1176 "OX, SGSOIIIAUIf quutlonnelr.. U.s. StcarItils lad Eatlllt CotIMnlssioft.
 

TABLE 2D.-HOW WAS THE INVESTMENT COMMUNITY INFORMl\) OF YOUR II£CORO DATU
 

• 
Isslllf• 

Numlllr 01 recordholders 

• 
Total ............................. 
....... the iafonutlln _ ttlIlS' 
",~ ..: 
~natio"';"~~ji.:' 

tiel ..-s,11C•••..•.•.••..••• 
AcIIariIlI ~ or dIposit«y.
A .... -allfVice(s).r pub.

IilWIlI 1IrYice(s)••••••••••__._. 
otIltf•••••_•••••••••••••••••••••• 
No ..,..,.•••••••••••••••• """ 

UlldIr 5,000 

67 

31 

20 
17 

19 
25 
6 

§,olIO 

thrau~10, 

36 

29 

4 
10 

10 
II 
3 

1"001 

\o:c 
3. 

29 

•14 

11 
It 
0 

Ovtf50,aoo 

22 

21 

2 
14 

9 
16 
I 

Total 

1st 

1I7 

34 
55 

49 
71 
10 

NlIla: Out to IlIlIIliJIe mptlltSIS, total rnpo.... tJl£tld total rtsJOlldtQls.
 
SDuRI: 1976 pror, SNSOIl issuer qltSliDIIIllft, U.S. St:wilits Hd Elldunlt Co~ission.
 

) 
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TABlE Z1.-If All IlmJIMfDJAIV DOES KOT PROMmV RDPOND TO YOUI SEARCH CARD, 00 YOU CONTACT
 

THE INTDlllfDlARYJ
 

10.001 

'== OWr 
..... IIJMrtr 5,DlIO 50_ TotII 

TobI fIIllOIldt...-.................... (J 36 34 22 155 
~:

Y. Z& 21 21 10 75 
No••••••••••••_................. 40 1. 1. 12
 
flo retpOIISI•••••••••••_._••••••_. 3 I o o ': 

• 
TABLE 21.-WHAT PERCENTAGE OF YOUR TOTAl COMMON VOTING SHARES ISSU£O AND OUTSTAND'NG WAS
 

VOTED AT YOUR ANNUAL MEETING 'N THE FOlLOWIICG YEARS'
 

,.... 
Nunller ClI rllCOl'dll8l4tB 

1Il,001
Undtr Ower 
s.ooo 5O,llllO TlIIal-= tII= 

TolII mllOlld.IIIs•••••••••••••-•••_ •• 61 36 34 21 15 
~: 

1'76 (perceot)--.----.--. ____._. 71 77 10 71 7L2
No r....._•••••• _.__ •_____ ._•• 3 0 1 0 4
1975 (percent). _. _ •••__•••__•••• 71 77 7t 71.7 71.2 
No ~.-.-.-.-- ••••••-._-- Z 1 8 71174 (jtn:ellt)..-- _______•____ •
77 76 ~l 79 7L2No ,.,...._••_•• _.______•__ 6 1 2 0 9

i 7t 77 11.5 II 19.61973 uerc-t>-.-----.---.--.---­N.m,....__..___.__.__._._.. 10 2 2 0 I. 
1172 ~-.-- ••••--------. 79 76 82.5 11.7 JU 
No rIIJIOIIU..---.-••---------- 12 6 2 0 20 

Notl: EIdl pIfCIlIlall rlJlrlSlllls .1..... oJ .... mllCNlHS In the r.ptdjyt catellHY. 

Source: 1176 pro., season issuer lIIutStionoa1re, U.s. Slcurllits .1Id ExchaRIl CoIIlIIIssloll. 

TABLE 23.-REIMBURS£MENT OF INTERMEDIARIES 

NlImbtf of recordllaklers • 

U I~ 0_ 
Undtr 5,oo:t 50, 50,IlOO ToIII 

ToW fISIICll1deci~_ •• __ •_____._•••••_._ 67 36 34 22 159 • 
Do JCIlI reilllbwse IllterllMldilrits tor 

foiwatdil. ,roxy JllIteriaIs .'td IIlnllll 

~~.:...._._...._--_._--------_.. 67 36 34 22 159 ....._.._-- -'-'--".-"-""'--" 8 0 0 0 0 
Do ,. ,....,.. Illcerlllldiariis for 

fofwardilll ...rterIJ nporb:
V•••_••••___••••••••_•• _ •••••• 53 35 33 II 149 ...._-.-_._---_.....-._--._....__. 3 1 1 3 I1M ,......•• ___•______•• ______ 1 0 0 1 2 

Do JOlI rlllllburse InlenMdllries tor 
forwIJdllllaR other ...Iholdtr COCII-

IllUllicatiolls:
V..._.____ ._••••__• ___••__••••• 60 34 33 20 lJ7fIo______•__ •• _. _____ .~_. _•••__ 7 I 1 2 11
 

No ..-e...--..-..-...------­ 0 1 0 0 I 

Source: 1976 pro., :tllSOlIlssutr ~slionllllre, U.s. Slturitits and [.chanp Colllllllssion. 

.. 
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TAU 24.-IEQII(STI FOR 1t01l1U1IS£II£HT flIOM NOII.fIECOIDHOLD£IS IN CONNECfIOll WITH FOIlWAlDINQ 
OF MIlUAL IIEPOIlS OR PIOXY MATERIALS fOR 117SAftNUAL IIml.. .....

N," clrecanllloldlrs 

1~1 
OnrU..,5,- .. ..•57 36 34 22 =;:aitfiDitili·:=·o;· 

anlllial ""'" II'~ itlClIIIIlICIIIft .. ;'-1 II1IIl1li• IDIIIIIlI b7 "'J::0I11t1ti1swIIo
WII.1IIt ree.-: 

V••••••••••••••••••••••••••••••• 3S 13 11 10 
No•••••••••••••••••••••••••••••• 3G 23 II 11 
lie r..,olIII•••••••••••••••••••••, 2 0 0 1 

How IIIIlIY Iuctlllllh III' JOIl r_Vl: 
U 9.6 U 17.7

~:l!:::::::::::::::::::::::::: 302 125 158 177 
DId WM lItcIitlIti .., ..,HdI ...:,•.............................. 16 10 12 9
 ..............................._. 21 I 6 2
 

Nil.,............................ 30 II 16 11
 

Sollee: 1171 pIUJ .... Issuer lIf/IstIonIIIirI, U.s. SIcIritiIs lid EacIlao.. ComIIISIiDn. 

TABU 25.-stA1ICIf CAIIDS 

IssuIts 

NlIIIIlIIr cI rllClll'dhaldtfl 

10,lI01
Under 0 ­
5.000 10 50,IlOO; th= 

Tlttl rlqllllllenb••••••••••""., ••••• 17 36 It 22 

How=..."='~~.~~~.~: ... 6602 28,264 35,587 
AWIfIp IIIIIIlIr tMiItd••••••••••• iZu as 1,653 
~""'_dld"'SIad M'cir*••••••••.....•...•..•••••• I 0 0... ~.....................• 6 4 1 0
-

How =~-::,:1.'.~~.'.~~: .. 3,224 71 7.091 1~411
A_III .1IIIIIr fItIInlId•••••••••• 62 M.1 215.1 4 J.7 ..,...It'"wbo did not SIft"

CIf'dI•••••••••••••••••••••••••• 1 0 0•Ifo rllPO'.ld•••••••••.••••••••••••• 7 6 0 
f'tfcentIp of IIIIdI cards _ailed that 
... r-tllllltll•••••••••••••••••••••• 41.1 40.3 25.1- 21.3 

ScMnce: 1971,"*, SltlOn IsSlltf qUlStioanaill, U.S. Stcllfitift IfId ExdlllllO Commission• 

• TABLE 26.-01lD£R1NG OF PROXY MATElIALS BY INTERMmlARIES 

I_ers 

Hu" of recordllolders 

5,000 10.ao_• JO_
 
u.erer 5,1lOO ':r'~ 

Over 

Yatal mpoad....................... 51 =36 34 22
 
How IIIItlJ "*'_" rlCllfdblllcllls

fICIutSt8lt "My lNWiIIs Olber tHo
br rIllIfftiIiIlMI .-rdI CI~: 

If....., Of IctltfaIllilritl.......... 1,426 1,267 2,.7 1.115 
No r..,...•••••••••••••••••••••• 9 2 Z•How ••., irdemMiery rlCOldholders 

rtqUIIW IlGIe h .... SIt 01 proxy
llIItIriIII: 

Nllll'lllr of ~•••••••_•• 4,249 4,'74 1,t24 7,535, 3 l 0WIlItN~a;:-toiii· iWiiIMi'Gi...'or'
 .....~...... JIlIMStId '" ifttIr·
"_lair ..Mb••••••••••.•••••.•• 71,902, 119,412 219,2~ 883.7M 
Ito ....IISI•••••••••••••••••••••• 3 2 0 

T.... 

159 

74 
12 
3 

10.3 
7&2 
47 
37 
75 

Tetal 

lSI 

\~ 
9 

11 

217422 
19.6 

9 
14 

30.3 

Tatal 

151 

6,595
21 

25.&ff 

1,371,357
11 

SOIfCI: lt1S ,rolf HIIOfIIssueI QuestioflUirt, U.s. Setufiliflud Ea.... CDlIIIIIission. 
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TABlE n;-HOW MAHY PERSONS OTHER THAN RECOIDHOLDfRS REQUESTED MORE TIWI OItE SET or PROXY
 

MATERIALSl
 

Isnlf. 

Numblf5_" rlCOfdbaldtrs

'I..UB'" OMI 
~ 5,100 5O.aoo Tata'• = Total respond...II••••••••••••••••••••• fi1 36 34 2Z 159 

~: 
Hum"r of pefSOIIS•••••••••••••••• 750 402 6lIlI 443 2.275 
No fIStlOIIH•••••••••••••••••••••• 13 '2 12 7 44 • 

Soun:t: 1976 P"'llJ' H_n Issuer qtltStiDanainl. U.s. SKUI'ilies ami ExcII.nlt ComIIIIssion. 

4' 

..
 

•
 

."- "" . ) 



APPE~DIX C-
S••AREIIOLDER, BROKF.R, BMClt AND ISSUER QUESTIONNAIRES AND RELATED 

hlSTRUCTIONA, 1976 PROXY SEASON SURVEY
• 

QuutiomUJirtl lor 8hareh"'wa 

Inl'tructions to Issuers for Distributing Shareholder Questionnaire 

• I. 1)J8TItIBUTION '1'0 INTt:RMEDJARIF.5 AND IND.VIDUAL SUAREOWNF.RS 

You b.we n'Ccived a totRl or __ l!borcbolder questionnaireR. P1@a'lc distribute 
__ to individnol shareownt>rs and __ to intennediary banks and brokt'rB in 
accnrdnurc \\ith the in.'lll uctions below. 

2. ISTJ.:lnn:OURIt:s 

You should rnndomly select 25 percent, of ~bc tot...d number oC int('rmE'dinriC'8 
(thnt is, brokC'rB and bl1Dks) requt"l>1ing proxy mntc.·rinls from you, bu~ at n 
minimum 30 intermcdiurK.'l4 should he selcctr.d (if the numher requming matcrinls 
ilC Rlludlt'r, please distribute to oU). Among the sclt.'Cted intenncdiuril.'S ~ry to 
nllocate the questionnaires on the bnllis of tile number of seta of proxy mnk'rinl 
r('q\l~tt'd by eAch. Avoid sending llny $ioll:le intt'nnl.odinry more qllC'8tionnnin'S 
thUD hnlf tbt' number of seb~ of JJrox~' materialst it Tl'QU<.'Ats. A set of "Instructions 
t.o Brokers nnd Banks" should be ~nt to ench intcnnedillry seJected. Tht'SC 
in'ltructions have been supplied by the Commission "ith the questionnAires. 

In the situation where some intennediaries have not yet forwardt'd requl'8ts for 
materials to you, you may find it necessary to elltimate the total number of inter­
mediaries who will request mat.crlaJa on the blUlis of prior yean' experience. The 
number of 88ts of proxy mat.crialtl requt!8ted bv any (lingle intermcdinry also may 
hnve t.o be estimated on the busis or past Y('IU'S) requC!'lts. (See the example below.) 

The pUrllO&e of requesting a unmdom" selection of intermediaries ill to achieve 
a good mix of banks Rnd brokerg and to avoid a sample drawn only from the 
Inrgest or the smollt'St, only from one geographic area, or a sample concentrated 
on nny ot.her basis. Plc:usc rt'cord t.h~ nnmes of the intermedilU'ics )"OU select. 

Probably the best method by which to achieve a random sample Is to work from 
nn nlphabctic Jist nnd s('lect every fourth intermediary. (Selection of e\'l'ry fourth 

"intermediary will provide the req\lt'lltcd 2,:; peret>nt sample.) You mil)", however, 
choose another method if )'ou find it more convenient. Please record your method• of selection, however, so that we mar be ndviscd of it at a Inter dak'. 
Example 

• 
Issuer X receives 2,r)()() qut'Stionnnircs from the SEC. Lnst, YMlr issUt'r X l'CCE'ived 

requests from 200 bnnks nnd brokers for Plorc than one set of proxy ron.tcrialo;. 
• From tht'SC 200 banks nnd brokers. ~uer X randoml)" St'leets 50 (25 percent of 2(0) 

to rect>ive questionnD.ires along with proxy matcrialtl. Last year these 50 &elected 
banks and brokers 1't'q11l'Stl'd a total of 10,000 sets of proxy materials. 

Along with the 2,500 questionnaires the U;RUl'r reeeivt'B ilUltructions to dis­
tribute 2,000 to intcnncdiaries nnd 500 to individWll sbareoWQCl'll. Issuer X 
"hould send to each or tho 50 selected banks nnd brokers one qu~tionnnire for 
pvery five requested sets or proxy mnteri:ds. This one-to-fivo ratio ill de-rived by 
dh'idinR the number or qUt'Rtionnnires to be sent to the selcctl'd ink'rmodiaries 
by the ~tihlated number Cusing IllKt. )'oar'lI 10,000 as an estim"te) or aeta of proxy 
mAterials ~ucstftd by th('l;f' selected inwnncdiarics. In this example, we divide 
2,000 bv ]0,000. I~timares should lJe checked against actual ordcra 88 they arc 
l"CCfli,red. if~poesiblc. 

SUPp05c Bnnk A is ont> of tbe 50 selected intenncdiarics and thnt it requests 500 
~ttI of proxy moteriftls. Then Bank A should be sent ]00 qUCfitionDoircs (one ques­
tioDDaire for every five sets). 

('11) 



72 

NO'1'E.-I88Uf.>r X uses Ifttl~ year's requests for proxy materials to select, t.be 
intermediaries who win be sent, quesUonnaires and also to determine how many
questionnaires each ee1ected intermediary will reeeive because the issuer endeavors 
to process each request for proxy material Il8 it ia received. If issuer X chooses 
instead to wait until nll or nearly aU requcsts are roceivcd and process them aU at, 
the same time, then it could UIle this )"ear's requt'Sts D8 a basis for allocating 
questionnaires. 

.. INDIVIDUAL SU.\Rt:OWNERS -
As with the selection of intermediaries, the selection of individ'.lal shareowncrs 

to receive questionnaires should be made on a random baNs. Agnin, t.he purpose 
of randomization is to avoid concentratiolld which will bias the Mmple.

If an alphabetic list is readily a"nilablo or enn be compiled "ithout too much •
difficulty, then we would reeommend u!'ing lIuch a list to achieve randomization. 
For example, if you have 5,000 individunl shareowncrtl who will be sent proxy 
materials lind 500 questionnaires to distribute among them, then )"OU could send 
a questionnaire to every tenth name on the list. 

If you cannot work from an alphabetic list, then the :!lome method could be •
applied to any other ll.'it as Jong os it il'! rcnsonable to M!'ume that the resulting 
sample is not coneentrntcd with any identifiable segm(ln~ of the population (that 
is, thc largest or smnUest shnrl'boldt>fs, shnrt'holders from a particular area of the 
country, de.). _ 

4. FOR .u;.c;ISTANC.} 

If ~'ou M\"e nn)" qu~tions or prohl('ms ns to the proprr snmpling technique, 
pleafle contact eitb('r Jnm('!1 Burg($S-or J ..rr Dn\'is-. Any other questions 
or problems should be directed to Robert J. Millstone. 

Instructions to Brokers nnd Banks R"RordinR DIstrihut.ion oC Shareholder QUf'&­
tionnnires to Beneficinl Owners of 8<'curitiC'S on Behalf of the Securities nnd 
Exchange Commission 

PUrsU:lDt to sub.~ction 12(m) of thr ~uriti('1'! Exchange Act of 1934 the Sl'euri­
ties nnd Exchange Commission i'l conducting a study of the practiecs of recording 
th(' ownership of securities in other than the nnme of the t>t-.neficial owners. 

The Commi.."Sion ~uests your cooperation in the. distribution of th~ enclosed 
qUl'Stionnaires to sharehold..rs in the manner described hereinafter. Specilic
questions or problems shouid be directed to the issuing company from which you 
have reech'cd these questionnaires. 
ImtrudwM 

The (Inclosed sb."reholdcr questionnaires orr to be included with thc proxy· 
materials of the l.'lSning company Brnding you these qucstionnaires and Ilent to a 
random sample of berwficlal owners of the if;SUing company. In order that the 
results of the survey will truly represent the univers..- of benefici"l owners it is 
c.'i8Cntial th-.1t the quostionnai1'('fl nre sent to the owners in a random manner. 
While it is not possible for the Commission to prescribe the exact sample meth­
odolOR.\"' to be used by each bAnk or broker due to differences in record keeping, 
the e::'es disctlSSl'd below should provide general guidelines on the methods 
to be • 
Ezmnpk "A" 

Intermedinr\'" "A" (either bnnk or broker) requests 2,oooset8 of proxy matcrials • 
from IllSuer "X". AlonR with tho 2,000 sc;tB of proxy materials, Intermediary "A" 
rceei\-es 200 shart'.holder questionnaires. Intermediary"A" keeps its rccord.'\ of 
beneficial owners on II. computer list which rnnks all accounts I"..y size of ACcount. 
In order to insure that tho qucRtlonnaifl>S are distributed to a sUoatified sample 
of shareholders, Intermediary "A" encloses one questionnaire in every tenth 
(200+2,000=1+10) set of proxy material mailed. 
Bsampk "B'· 

Intermediary liB" al80 receives 200 questionnairr$ llnd 2,000 set.~ of proxy 
materials from Issuer '·X". 1I0we'rer, Intermrdiary "B" keeps its beneficial owner 

,... -. 
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recorda by type of account (institutional or retan) and by zip _cc5de. For the 
common atock of Issuer "X" Intermediary "n" baa 200 beneftc1al owners which 
:ue classified 88 inatitutioDal accounts and 1,800 c1888l6ed 88 retail accounts. 
Under this situation, Intermediary UB" would send 20 (one tenth of the 200) of 
the questionnaires to fnatlwtional accounts and 180 (one tenth of the 1,800) 
to retnil nccounts. As with the previous example IntennecUary "B" would enclose 
one questionnrure to every tenth set oj proxy ma.teriala mailed to insure that the 
questionnaires are distributed to each alp code in a manner re~sentative of 
all the beneficial owners' addresses. 

In brilof, all intennedlariea should attempt to randomize the distributioD 
of the llhafcholder questionnaIres in a manner which is the lUost practical and 
least burdensume in terUlS of the methods used to keep beneficIal owner records. 
Because records wlll be kept on the number of shareholder guestionnaires being 
sent, it is I'Ctluested that every intermediary return any undistributed queation· 
naires to the i:<.'iuing company. 

SECUIU'l'IBS AND EXCHANGE	 eo,"UIlS8ION, 
WGallitiflon, D.C• 

Dt:.\J( ~H;\RlmOLDER: The Securities and Exchange Commission, the Federal 
ngency which regulates and oversees the securities markets, is involved in a 
Congressionnlly mandated study conccrningt among other things, the method by
which proxy mnwrials, annual reports ana other shareholder infonnation are 
distributed. 

Through t b(! voluntary sun'ey set out on the reverse side, the Commission 
in,iu's )·our part.icillntioD in the study. The questions are intended to obtain 
~"our \'jews on the effectivCDess of communications betWef!D corporations and 
their shnrehf>lder.s nnd to IlSSist the CommlftSion in determining what measures 
arc needed to improve thollC communications. We urge your thoughtful response 
and thank ~'ou f(tr )'our pnrticipatioD in this survey. A postage pnjd envelope bas 
been l,rovid"d for return of the questionnaire.

In addition, if rou wish, pll'lUle fPeI free to submit nny further comments or 
I!uggestions on n llt'pan,t,e 14bcet of paper. 

~incercl~', 
RODERIClt M. HILLS, Chairman. 

UEQUEST FOR SIIAREUOLDER INFORl\IA1'ION 

A.	 in "'bnt cit~· nnd state do yc.u reside? . 

ail'	 State zip COde 
B.	 Are ~'ou nn institution (inclUding a trust or an estate) or an indi\'idual? 

(eh('Ck onp) 
1.	 () IDl'titution 
2. () IndividUal 

C. On	 what dnt.e did )"OU receive the proxy material nceolDpDn~'ing this 
qut'Stionnnire?
_-,1---1__ 

mo. da)' )'t8I' 

D.	 What company is the subject of the proxy material "hat you received with 
this quftl;tionnaire? 

E.	 Was the proxy material accompanying this questionnaire fonvarded to you
by (cheek oop): 
1.	 () the corporation whose &hares you own? 

2. () a broker? ------------,,=o:-r-------- ­(DUDi) 

3. () a bank?	 ~=~-------
(IIi1IiIj 

4. () other?	 =..,..",..==__- _ 
(piiiIIi 1JMllIJf7) 
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F.	 If your"eecurltiea are held by a broker or bank, would IOU c;bject. to h&ving
 

your broker or bank di8closo your name and malling addreee to \be corpora­

tion whoee shares J'OU OWD, 80 that the corporation could communicate with
 
you directly? (cheok one)
 
1.	 () I would object to bA~ my name and addreu dl8cloeed. 
2. () I would no' object to having my name and address dilc1oecd. 

G.	 Do the lnet1'ucUOD8 accompanying this proxy material oa1Ilor you to return
 
the proxy oard to (check one):
 
1. the ~ratfonwhose shares 3'OU own?(!
2. ( .a broker? 
3. ( a bank?4. ( other (please specify)?	 _ .. 

H.	 How many shares does the enclosed proxy eard entitle you to vote? 

I.	 IIns it been your practice to vote shnres whieh you own? (check one) 
1.	 () Always • 
2. () Sometimes 
3. () Never 

J.	 Do you have any complaints regarding the transmission 01 Proxl' mnt.crials, 
nnnunl reports or other Ilharcbolder communications? Please be 88 specific 
III possible. 

Q_e.Ii01lrtalre 1(,;" limier. 

Seeurities and Exehnnge Commission Questionnaire for Issuers " 

G.neral imlrudiorta 
A. I'~xccpt where othernisc indicated, the infonnation ''-0.1' lol.lld in this ques­

tionnaire relates to the 1976 l)roxl' l!C!tion (March, April, May and June, 19;6).
B. If your answer to any 01 the following questions requires information for 

which you do not. ba,-e rrl"C~ statistics, snswcr the question with your best 
estimate, and write "EST MATJ.j" In the rlght hand margi" next to youI' answer. 

C. If tht"fC i8 insufficient room for any answer, plesse .:ontinue yO'11' anSWl'r 
on a separate sheet of paper and attach it to tho completed questionnaire. 

D. (1) As used in tliis questionnalre, the u-rm Uintl"rmMiary" n.aana brokers, 
oonks, and trust companies which hold securities in their name or in the namc 
of a nominee for their o\m acco\mt or for the accounts of customers who are the 
bencficinl owners of such securities. • 

(2) As used In this questionnaire, the term "u-n «Iny rolc" refers to rules promul. 
gated by registered nationnl securities exchanges, which permit brokcr-deal.!I't', 
under certain cireumstan~ to vote lle-Curiti<'8 ht'ld in street or nominee nt.me 
on behAlf of customers. In p;eneral, these rult'S require Utllt brokers vote onJ~''. on certain nou.controversial illsucs. For example, sec New York 8tock Eltchangc • 
Rules 451 and 452. 

Eo UWCM otherwise indicated, the term "proxy mau-riala" 88 used in this 
questionnaire includes the proxy statement, annual report, and any other mate. 
rinJs distributed by an issuer in CORnection with Its annual meeting. 

)
 
I 
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F. If you have difficulty In completing any of the questions or if any of tho 
questions are unclear to you, please contact:
 

Rober~ J. MUlstone
 
Senior Speela1 Counsel
 
Securities aDd Exeh,ange Commission
 
500 North CaPitol Street
 
W88bington, 1>.C. 2OM9
 
I.e Manh Tri - Branch Chief 
Directorate of Economic and Polley Research 
&>entities and Exchange Commission 
500 North Capitol Street.•	 Washinp?n, D.C. 26549
 

Approved by GAO, B-180231 (876020), Expires 12-31-76.
 

Issuer Questionnaire 
lsauer's Name-••	 Address of Principal Place of Businet,a--.
 
Cit, State, and Zip Code-.
 
1. (a\ During the 1976 proxy season, proxy mailings to your voting common 

shnreholden were IIndertalCen by which of the fonowing:
(i}--YOUt corporation.
(ii)--A bank transfer agent (Please identify.) 
(iiI)--A non-bank transfer agent (Please identify.) 
(iv)--A proxy soUcitation film (Please identify.) 
(v)-0t6er (Please identify.) 

(b) If the mailing of proxy material to your voting common shareholders WAS 
undertaken by an entity other than your corporation, pleose indicate your reasons. 
(Check aU applicable.) 

(i)-_·Less costl3".
 
(ii)--More efficicnt.
 
(iii)--A greater shareholder vote.

(h·)--Other (Pleusc speeify.)
 

2. (n) If you do not employ a proxy solicitlltion firm 0:'1 a regular basis, have 
)'ou employed such firms for pnrticulo.r purpos~?
 

--Yes. --No.
 
(b) If "yes," under what eircumstance!l did you employ such a firm, and 

what services did the finn perform for 'OU? 
3. (11) Briefly describe your cll\S8eS 0 voting stock and indicate if ooch clas.~ l" 

common or preferred.
(b) Wlmt is the total number or reeordholdch for each class of )'our voting 

stock? 
(0) What is the totnl number of shares issued and outstanding for each elM!' 

ofl.0ur voting stock? 
• (a) Wbllt "'M the meeting date for this year's annual shareholders' meeting? .... ­

Month--])a3·--••	 (b) What wn." the record date for tbi. year's annual shareholders' meeting?
 
).f(\(ltb--Day--.


5. How was	 the inves~ment community informed of your record date? The 
Infurmation Wll.'i tr:msmittcd to: (Cbeck all applicable.)

-(a)--A national securities excbnnge(s). (Please specify.)-On "'bat date?•	 Montb--Day--.
(b)--The National Association of Securities Dealers, Inc. Month-­

Day--.
(c)--A clearing corporation or depollitory. (Please specify.) Month­

DaJ:-. 
(d)--A fln:meial news scn'iee(s) or publishing service(s). (Please specify.)-­

Month--Da)·--.
(c)--Other. (Plca.~c IIpecify.)--Month--DI\Y--.
6. Aa of rour record date. how many of your recordholders of voting common 

stock were In the following groups of intermediaries? 
(n) Banks or trust companiea--. 
(b) Brokcrs-. 
(c) Other instituUonnl holders--. 

)	 80-6101-16--1 
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7. As of your l'f'eord dntl't how many shareR of your voting common stock were 
held of record by the fonowmg grops of intermediaries? 

(a) Banks or trust companiCll' --. 
(b) Brokers --.
 
Cc) Other institutional in\'esto~ --.
 
8. How do you determine which recordholdcrs are intermcdinrit"S to whom you

send a lICarch card? - 9. (a) Dttring wha~ period "'ore ~·our search enrds maUcd to intermediary
reeordholdt"h1? From: Month-- day-- to Mont,h-- doy--. 

(b) How mnny search cards did you mall? 
(c) How many search cnrds were returned? 
Cd) How many intermediary 11'COrdhoiders requested proxy materials other 

than by returning your deareh card? 
(e) How many intermediaf)' recordh~lders requested more than on(> set of 

l)roxv materials?
CO· What wn.'S the total numbc.-r of 8('t., of proxy materials requested by inter­

mooin.ries? 
(g) How many ~rsons oth(>r thnn recordhoJdcrs requested more thnn one set •of proxy mnt<>rinll'l. 
(h) How mlln~· of the .JX'J'lIDns in oot('gory (f) nLove sought reimbursement for 

di!!tributlng prox~· mntcnals! 
10. (a) How mnny brok('r intermediaries ordered proxv material;:: 

(i) Bc>fnre your mailing of "earch cnrd.~? • 
(iI) Within 10 dn:r~ :tfter your mailing of ~nrch r.nrdM? 
(iii) 10 dn~'s t.1I 21 d:l~-S ufter ~·our mailing?
 
(jv) Mol'(> than 21 dnrl'l aftl'r ~·our 1h."lUing?
 

(b) How many b:mk und trust coml>nny intermt'diarit"S ordered prole.r materials: 
(i) Before ~'(}\lr mulling of l'lCarch CltrdN! 
(ii) Within 10 dAyS nrtf'r :,·oor mailing of j;~nreh car<iR?
 
(iiI) 10 dn~':> tc' 21 d:I~'~ art!:'f ~·nur mniling?
 
Civ) ~Inre than 21 dl\YS nfwr ~'()ur mniling?


(e) 1I0w mnny institutionlll hold<."1'll other than b:mk$, tru!lt c(lmpnni<>s nod 
brokcl'N ordered proxy materi:dR: 

(i) Bcl'ore ~'Ollr mailing of S(>arch card."? 
(ii) Within 10 days nftf'r your mniling of l'lcarch cnrds? 
(iii) 10 dnYA to 21 dnys after your mailing? 
(iv) More'than 21 dn;)·s after your mailing? 

11. (a) If an intt'rmediary does not ))romply respond to your llrnrch card, do 
~·Oll contact tlte intermediary? -- Yes; -- No. 

(b) If Ifves," 
(I) PleaAe df'Rcribn your follow-up procl.'dure. 
(ii) How JOany dn;)"S aft.cr the mniling of the llCarch card do ~·ou contact 

the intermf'dinry? 
12. (a) In your distribution of prox~' mnterials to non-inwrmf'dinries do y"u

mail annual reports and proxy lnllterinl~ together illS n uuit.? --Y<>s. -- No. 
(b)	 If "no" do you mail the nnnuni repoJ1,.~ by: 
-- Fin>t clas.'I mail? 
-- Third cln.",.. bulk mail! • 
-- Pri\-nte di~tributor? 
-- Ot,h(>r? (Plen.~e speeifl·.)

ee) If Ifyt's," how nre the materials packn~oo? 
(d) If "YC!l," do you mail tbe prolC~' material and annual reports b~·: • -- Fil'Nt rln."" mail? •
 
-- Third cJn.'iS bulk mail?
 
-- l>rivntP. di...tributor?
 
-- Otber? (Please Rpecify.)
 

13. In your mailings of proxy materio.ls to intermediaries: 
(a) Do you:	 . 

--Mail proxy materials to intermediaries as soon 88 a request is received? 
or 
-- Accumulate a substantial number of reques&8 before mailing prosy 

matt-rials? 
(b)(1) Do you requcst the intermediary to distribute annual reports and prox.v 

materials separatc>Jy? -- Yes. -- No. 

) 
, 
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(il) If "yea, tI to your knowledge, how do most intermediaries distribute the 
I annual rCJl!lrt81
 

-- FiM clasR mall
 
- Third class bulk maU
 
-- Private dktributor
 
-- Other (Plea.'lC specifv).


Q'°"lSUon.., 14 through 17 inll for information regarding the t.ransmission of 
scuch cnrds and proxy materialB to the intermediariee lisled at the t.op of the- answer columns. 

i,I 11·(f. 

F i I 
I 

U
I ! Iii;!!
fo 11: ,! 

I i• llW' I:;::I; j, .I i I 
o	 0 :L' I' : i I; I I I,: . . .. 

--iC"were-;;;;r-.~t-:-~e-I-------: ~. -'-+-1 I -~ ..!..--:._ .•_,-. 
held of "cenet 11;/ .:! ! I': ~ 
e3cll lnte:-medi~::-J' sa _,! !': I"!

I 

or mcrd date'!	 . j i I !. , _......... 0._. _.. . 0- ..-----'----7'-,-+--t-~--.--- _..­
15. CD vha"; Q";I! :!.id ;(:I'" I 1 

----16-.. -~-~-)e_:_::_arda_:ez=_da_:_d1a_:_ry_~ ?----!---::'---+!-=!:..--t-;~! +l-~~ -~ 
aftquen~t' : i I I I· i:; t : • 

prGlq _te:-1L., • I I : 1 ;:; ~ . i 
reeelve<1 tZ'Oll ..c~ ! i I • ~ I •. . 
1:l'tenleC11arr. . : . ' i I : , ; I 

'-..,--_.....:.-..;.- - !--. -- ----~_._.. 

(11) CD \b.t date we:-- I:' II ,'..:; i 
~t»q ateriw I I i I I i i • 
Hilt to eac.'1 •	 lI	 I 
lntemecli&z7?	 ~I I ' : I ! 

17. HoIt.any sets at Pl'OX)"~I'Ii	 -iI' Ii;IT""III f ­_terial. weft .eat to I
 
ftCb ln1;ermed1ary?
 I 

•	 ]8. (n) What 1'o"l\S the total numIx-r of sets of proxl tnl,teriala sent to your 
lnt.ermediary recordholders in connect.ion with this year 8 annual meetinl? 

(h) Wbat was the total number of sets of proxy materials sent '0 your non­
intermediary recordholders in eonnection with this year's annuol meeting? 

19. I>uring what period were proxy materials sent. to your non-intermediary•	 recordholdenJ? From: Mnnth -- day -- To: Mont.h -- day.
20. After proxy mAterials were first. fonmrded to your intermediary record­

holders for diIItributioD to four beneficial shnreowners: 
(a) Jlow many of th080 mtennedinries requested additional sets of mat.erialB? 
(b) 1I0w nlany additional set.'l of materials were Jequested by t.hose 

intermediaries1 
21. What percen~eof your total common voting shares issued and outat&nding 

was voted at. yOUr &Dnual meeting in: 
(a) 19761--%; (b) 19761 -%; (c) 19741 -%; (d) 19731 -%; (e) 

19721-%. 
22. (a) Did the proxy for the annual meeting in each of the following yelU'8 

contain ~ some 01' DO matters wblch could be voted on by a broker-intenneciiar,y 
recordbolder punmant to a. ulo-day rule" of a national eecurities excbaDgc1 

~ 
i) 1976: All--; some --; none --; don't know --. 
U) 1975: AU --; some --; none --; don't, know -. 
ill) 197.: AIl--; 80me --; none -.-; don't know --,

)	 (Iv) 1973: AIl--; some--; none --; don't. know. 
(v) 1972: All--; some-; none-; don't know --. I 



78 

(b) FOI' ~b year's mmual ~g for wbleb your enswer in <a) abo\.., "'as 
"some," pleue Hulicate: 

(I) As to each matter wb1ch could be voted on by a broker-intermediary pursuant 
to a "Uk1ay rute." what ~..tage of your total sbarea Issued and outstanding 
was voted in:' 19'81-. 19751 --. 19741 --. 19731--. 19'12? --. 

-
(1) As to each other matter, what peree1ltae of your total shares Issued and 

outstanding was voted in: 1 19781 --. 1975? --. 19741 --. 19731 -. 
19721-. 

23. How many complaints have you received sinee January 1, 1975, from your 
beneficial owners regarding the soHcitation of prosies, the transmittal of proxy
materials, or any other matters relating to issuer..mareholder communications? 

Please descn"be In detail the nature of the complaints. If the number is largt>,
indicate the general categoria of complaints and the number of complaints in • 
each category, and attach as an exhibit to the completed questionnaire copieR of 
complaints whioh are representative of the general categories of complaints which 
you received.

24. (a)6) Do you reimburse intermediaries for forwarding proxy materials and 
annual reports? -- Yes. - No. 

(li) If ''00 " please explain. 
(b)O) Do' you reimbul'lSe intermediaries for forwnrding quarterly reporb.? 

-- Yes. -- No. . 
(1) If uno," please explain. 
(c)(i) Do you reimburae intennediaries for forwarding all other sharehold!'f 

eommunleationa? - Yes. - No. 
(ii) If "no," please explain. 
25. (a) lIow many requests for reimbursement did YO\l receive from intennediary 

recordholders for the forwarding of proxy materiahJ to your beneficial ownCrli in 
connection with this year's annual meeting?

Cb) Did you decline to pay any bills from intermediaries who sought reimburse­
ment? (If so, please explain your rea.,ons.) 

(e) How many intcnnl'diaries who requested sets of materials did not seek 
reimbursement lor forwarding such mate-rials? 

26. (a) Were you billed for the forwarding of annual reports or proxy material~ 
in connection with this )"CU'S annun1 meeting by aD)" persons or entities who 
were not reeordholders? -- )"CS. -- no. 

Cb) How many such bIDs did you receive! 
(c) (I) Did you decline to pay any such biDs? -- yes. -no.
 
(ij) If '~es." ple8RC explain your reasona.
 
27. (a) Please indicate the highest and lowest per unit cbarSO billed by inter­

mediary recordholders for forwarding this year's proxy materials and the .,'crago 
per unit charge of all such biDIngs: 

(I) Where the proxy material and annual rc.>port were forwarded together as a 
unit. --IIigbe8t. -- Lowcst. -- Aycrage.

(li) Where the proxy material and annual report were forwarded scparatel)" 
-- Highest. -- Lowest. - Average. 

(b) For the hifdJest and lowest per unit charge in 0.0) and 0.00 above, pl("~e 
attach ILll an exhibit to this questionnaire the bUls set>king the highest and 10"'t'l'It 
per unit charge and indicate on those bills the number of sets of proxy materials 
sent to the intermediaries who sought the higheRt and lowest per unit ('barge.

(e) (i) 1I0w many bills received from intermediary recordholder6 ,,-ere i~emiZl'd 
to aho\\" til(' cost of l"08tage (or shipment if done otherwise than through the ,
postall«·r"iCl'). -- Bills. 

(Ii) With respect to those biDs, please indicate the high('S\ and lowest per 
unit ch&l'ge nnd the average per unit charge for postage (or shipment if done 
otherwise than through the postal ecrvice). Please attach copit'S of the bills which 
sought the highest and lowest per unit charge for postage or shipmcnt and indieate 
on those bill!; the number of Sl"ts of proxy mate-rials sent to mtermediaries "'00 
shougbt the highest and lowest per unit charge. -- Highest. - Lov..est. 
--Average.

28. (a) (i) What was your average per unit postage or shipping COAt of eel\ding 
annual reporte and proxy materials to non-intermediary recordboldt>rs this )'car? 

I In answmlll tbIII question do not restrict )'OUI' answer to Ute numbfl" of ,bam 90tfll by brokfn I!'V­
auant to a lo-dq raIe bIIt rather answer wltIl the total 'fote, wMtber b, broters or otJm' ""rdhc.lClen 
eDtltled to vote. 

-' . ~. 

) 
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(u) What was Yllur a\'cra~e prr unit })OIItaJto or sbipping cO:tt of Kendlng I1UllUlIl 
r.·llOrt" and proxy mawrial't to illtcnnediary l't'COrdholdcn. tht.. ,)'('ar (that itl, 
('xcluding charges b)' intc>rm<>diarie:J for forwarding lobe lDateril'ls to belll'ficial 
!;hnn-holdct$ of your securities)! 

(b) (i) Exchlldvo of d<-,ugn, j>rinting, and mo.t«>rialtl COlJ~ wbat. wa." the tOL;.\ 
CO:olt and total per unit CO$t of pack:lging, handling and srnding annual J"t'port~ 
and I>roxy lDawrial"l to non-intennooial',)' reeordholdrrg thili ,)'car't Includ(O a bril'f 
r~.>hmation of what costls "'(OTt' inchutrd in your computation, and how such cogt,; - wrre al\Dcated. -- 1'Otlll cmt. -- Total per unit cost. 

(ii) Exclu:oIiv(' of de~iKJI, printinR, and llU\tcorial't COl+U, what Wl\., the total em-t 
and total per unit cost of pP.ckuging. handling, and scnding IlnnunJ rrport,; and 
proxy matc>rial:4 to ~'our 1)(,llrlit'iul "hart'o\\'n<-I\I through int<-rmC'dillry nocord­•	 hold('r,; this year? Inchtdr. a brit'f r~plallation of what cnMU w('re inc.-ludNi in 
~'ollr computation, and how such co.it,; W('I'(' allocattad. -- Totnl co.~t. -- Total 
1)('1' lInit cost. 

lUi) Do the figures gl\"('n in (h)(i) Dnd (b)(ii) nho\'c includo the following costs 
incurrrd in J)llcknglng, llddre:ising :ll1d .othC'fWiSC prt'p:ulng the nnnual rrports and•	 Ilf()X~' mntcrinls for moiling or ~hipmeDt? If ItO, p1r.n8C indicate the llntOunt of t'ach 
of thrso costa for the moiling or shipment of llDnual reports nnd Ilroxy mnteriai:5 
to intl'rmcdinriCll nnd non-intcnm-dinril':4 this venr. 

(a) Mailing cost!': Intcormediu,,'--; nonintermcdi.'l.ry--. 
(b) Other direct CO$ts (including "':tgcs nnd salaries): Intt'rmcdinr~'--: 

lIunilltcrmedinry~-. 
(r) Deprcchltion of m:lC'hiner.r: Intl'rmedl:\Iy--j noninwrmPdiar)·--. 
(d) OVl~rbend cost o( building: Intrrmedinn'--; noninl.l'rmf!diar~---. 
(<» Other o"erhe:\d CO:It.'i: (l)le:'!lc specil,·.) InterDlfodilll'Y--j nonint<-f­

m"'iiary·--.	 . ' • 
2!1. III ~'our I!xpt>ricm'e, dO(,ll th(' currt'nt llystl'm of trnn!lmittlnlt il'itu,~r com­

rn1tnicnt.;nDs to bCJlC'ftcinl nWI\l'rs t.hrough interm('dinril'S opcrnte llltt.i:'lfa('toril~· for 
tl1l' tr:mlSmito~on of prox)' ~tatcmClll;t; :lod annum reports? (Please explnin YOlU 
:m"wer.) 

:10. In )"0111' cX)H'riencc, dOC'S thr currrnt s"titcm of tr:ll1~mitting ....·mrr CUOl­
m'lIlic:ltions to llenc6cial O\\'nrl"l! tbrollfh intC'rmcdiarit'8 opt'rate snti.~fnctorn~· 
rur the trnn:<,n!t::<ion of qU:lft.erl)· rep<,rl-\_ (Plcn~ (Oxplnin your answer.)

:n. In your t·xperier.cp , d\)(':,: the t'urrc.nt 8~'su-n, or tl1lnsmittill; il>';11«.'r COIII­
munic:ltiOlUl tn bCll('fic::u c.'woer,; t·hrollgh inu-rmrdinriC!O opt'rate flatulfl\ctoTil~'{or 
the tr:msml~'lion of ol.ht·l· routiuc shllroholder communiclltions? (Pll':l!'c expluin 
"fmr nnl'wer.) 
. 32. In ,)"our cxpc-rienl'«.', docs the current sYstem o{ transmitting ~ucr com­
mllnlt'utioll."i to rn;nt'6ci:ll OWOCr:l throusb int<-rmcdinrif'S op"rate suti.<;rlll'toril~' in 
th(' (l\'ent of n tender olfef'or a countcr-solicit.:&tion of proxies? (PlelUle expluin :)'our
llllllwrr.l 

aa. What problemH, if any, "'oul" ,)"011 ('ncounter if brok('l'fl were unable to vote 
!I('cllrities pursunnt to a 10 dn,)' nale? (Plen,&C rxplnin your 1'"5\\'('1'.)

:;.1. In "0111' cs)u>ricnCf, hu... the issut'r·~harch(tldercommunications $~'lltf'm hr...n 
nffect.ed i:\vOl'nb y or ad\'cJ'tlCI)' b~" the inu.'l'I)(tsition of lll'Curith.'s dl'positories?•	 (PI":lfIC elCphlin )'our answer.) 

3.i. Whnt ~t...ps do ~'ou Ix,lit'\'r should hr takNl to impro\"r tbr currc'nt j;~·st.c.om of 
tr:msmltUng ,Jroxy materi:Us throuj(h intl'rmedillricM? (PIC'nse CXI,lttin ~'ol1r 
nll~wf:r.) 

:16. {nl I" ~'ollr rXI>cril'm''', dll('l': thE' Cllrrellt 1'~'Rt('m of tr:\llHmittinK proxy•	 IDatcriul throull;h intermf:'dinric" f'llt.:lil costs wbicb should be redllCc.'<i or c.·limi­
nl\tC.>ri? (PIf'llsC explain ~'our nnl'wt'r.) . 

II.) If so, ple:lAl' indicate the nnture of thel;C costs nnd how tlu'~" nll~ht t,e 
r(-dIlN-clnr c.·liminIlWd. 

:;;. (:I) Do ~'()'J helic\'c the (·osl.ll of thl' C'urrl'llt s~·~t('m ftC tr:\n..;mittin~ prj-x:!"~ 
m:lll>riul thro"tKh Intc~rmPdiuri(,:; llhonld tw. renIlOf':ltf'd nmollq il''ilwr:;, intl'r ­
lIlf'dhu if'~ nnd b'-R<-ilcinl o\vll('r'f~ (l'le:lsc <-silinin ~'ollr :lll~WC.·I·.) 

(h) Ir !'la, }>lr.n.~ indicntr. whit'b c/)~t~ ~hollid he' rcnllocntcd, tbl' r('350tllI fill' the 
rc·nllor.iltion nnd the Im·thnd of rc.'nUocntion. 

:l.". JI\.'4w:ul "r i:i.-mer" scndin~ l!(':lrc.-h ('ard:t til intcnnrdinrit'S, do yon helir\'" 
iute'rmrdi:lri('d Ilboultl hco r('Qui,.MI to "Ilk,- t.he iuitiath'f' in cOIat:lt't,inK i~..u('r" 
rf'~:trding th(' numbrr of l'l."tll «.of pm".\" umtc.·ri:ll.'1 Il('cdf-d? (Plea"c ('1(I'I:liu Y(llu' 
llll.'"wl'r.1 

::!t. (:l) fJo ,'ou. hclil'\'(' that llnclc-r ("('rtaln drl'll1u!ttnncrs thl' icicutitil'S (~f Iwnl'­
....-.. \ 111'/'11 "wIU'r.~ ":hull1l1 1,.:- di...dn.;ed t·, j",,,,uI'r,,! 

\hHil If ..,:n, nndl'r wb:lt. l'ir(;lllll~l:mcf'" :-hnll!d this inft\fm:tU"n be di"I'I(I~t'rI? 
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(Il) Should this disclosure be extended to aU beneficial owners or cnt.)· to Ct'rtnin
 
categories? (Please explain your answer.)
 

(lU) What I'tops shOuld be taken to efreet t.he disclosure of beneficial ownel'l5hip
 
that You believe appropriate? (PlPfl~~ cXlllnln your aD81\"Cr.)
 
. (lv~(a) Should the identity of beneficial own('rs he dlsclO8«!d to other
 

issuers? (b) If 1'0, to whorn I\hould this informntion he mnde available?
 
(v) If the Identities of beneficial owne~ are disclosed, what steps, if any, should
 

be taken ttl protect the privacy of such beneficial owners?
 
(vi) If y01l had aoo<'RS to the nnmt'S and addrcsse." of all Rharcowncrs botb
 

beneficial nnd of n'Cord, would you modify either the frequ<>noy of your com­

munications with shnreo\\"I1CtB or the types of commlmicatlollls? If 80, \\'hnt
 
chongefl would you make?
 

40. PlCI.Re proVide the name of the penon in :rour organization with overall • 
responsibility for )'our prox:r department. Name--. Mailing Ad~..--. 
Phone Number---. 
Bzhibila 

41. Pl('l\BC attach a sample of the search card which :)"0\1 sent to int<'rmediarie.~· •
42. (a) Plca~ enclose a copy of your annunl report, prox.)' materials tmd all
 

other materials scnt to your non-intermedinry shareholdera in connection with
 
this year's annual me<'ting, packaged M thr.y W<'re sent, If pM$ible.
 

(b) Plense attach a copy of any material" instructions, or other eommuniC!n­

cations Ment to lntermedl~' rceordholders. (othpr thon BEC quC!Stionnaireg).
 

43. Plense attach a copy of the im'oiee for the forwarding of proxy materials
 
rcecl"cd from each of the intennt'diariea listed in Question" 14-17.
 

44. During th~ year's proxy lK'nson, at the request of the Commif'lSlon, )·ou 
di."tributed questionnaires to a selected numb<'r of your shnreholdeJ"ll who hc>ld 
directly in their own name nnd to a number or int('rmedinrics \\'ho representt>d 
bP.neftcial owners of your securities. On a ,*,paratc 8h~t of pop<'r. pl('u~ drscriho 
tbe method uacd to distribute the qucstionnsires. In pnrtirulnr, plc:\IIC I)ro,-Ide 
the followin~ information: 

(a) I10w did you determine which intcrmedillrit,g wen- to rec€'I,'c qucstionnnir('l<? 
(b) To what intermedinriE-S were qut'Stionnaireg sent ond ho\\' mony qu('fttlun­

naims were sent to each intennt'di:ny? 
(e) How did ')'ou determine whlcb of )'our slulreholders holding dil'('Ctly in tlwlr 

01'0"11 name were to receive qu('Stionnnirrs! 
(d) How were the qUCl'ltionnail'("!i packaKt'd for di'ltributlon to Indi\'idu:ll 

shareholders of record. For ex."mpl... were the qUfllltionnairrs inC!lud<'d ,,-ith 
YOllr proxy materials or Eent "'ith the annunl J'{'port; wnli the qul'tiU()Jannll'(" 
attached to the annualn>port. or included loose in an em'eIOlle? 

QltesUo,maire for Brokers 

Securiti<'S nnd ExC!hnnJ.te Cummi~"ioll Qu~tionnnire 

Gelleral 1tIlflrJtctinnB 
1. Except where oth('rwi,.1' indlt'fttc>d. thl' infurnllltinn I"NI"r"tc>d 1111 thi .. qlu'>(­

timmnirc rl'lllt,!~ tit th(' 19m prttx)" 1"1':\:<1'11. (~I'lI'('b. April, ~t:lr :md .Jllllr, Ht76l. • 
2. QuC!'tinnH "'bieh dl~\ll's )"our prllxy f(lrwnrding t>r(l('rrl\lrl~ J'!.'1:lh· tu ttJfl p..,, ­

cedlll't':i u~l'd to rurwnrd prox~' mlltl'ri:.I>! til ClL'lh'UIl')':o; ",till nn' "ntitlc'n til ('xl'r('i,,1' 
\'utlnR right" with rcspl't't tl) S('('urilll'~ hl'ld in nOlllin('(' (Ir sh'f'l,t Unln,.. 

:1. A~ lll'M in this qu<'lttiunnuift', "nltmitwr. nllll\"" l1'fl'rl' tit nrmllf;t'rnf'llts ""(.,, •h)" in~tltutl(lnRl invl':Itnn; (r..~.• h:mkN Hr tn.,.t ('I'm»:lni..,.) (ur thl' rt,lti:ltratiun I.f 
l'4'curitll's ht·ld by then' ful' tb.'ir I·wn U("l'lIl1llt IIr fur the It('('ouutsu( tlll'ir C\l..tmoN'" 
whll nre thl' l)('ncficnl (J"'J)I'~ c.f t hl' ~('f'urit if"<. "~t r('c't n:un,," rC'(l'r:l t .. a llJlI·(,i:Ili7.''l1 
t:rllt' of hUlIliru'C name r('tci.."trution wh(·r('I.~· a hrllkl'I' n',;i:<tC'r", ill ito( muoc>, tlr ill 
tbe Ulllnr> (.f it.~ llumin('C'. l!('('urith:,:'1 kft with it h~- It>I ('lI:<t.IJnt')':o; Itr twld hy it fur it", 
0"-11 R("CfllInt. 

4. If )'hur Ilnl'w(:,r to nn)' C1u~tioh t'f'(IIIin-", infI'nontilln fltr \\'hirh :"11\1 rI" ""t b:I\·I' 
prtoci"'1' st.:ili",til::4, nll!'Wl'r thl' C111I",tillll with :,"nur Ix....t c'~tinU'tl'. lind writt· "t':STI­
)1 ATE" in .tilt' rigbt h:md llIll!l!ill ,"'xt tit rour lIn"WI'r. 

rl. If tlll'1'1' I.. In>luffiri''nt 1'114'10 fllr nnr nll":\\,c·". p)(':I"(' ..nntln')!' ~'mlr nn!\\\"c'r 1.1t :1 
lWll.'Irntr IIt"'l't nnd nU:ll'h it tn till' ('oml'lc,tl'd (1\l(·;<tlullImil'(". 

6. l"nlt'"s t1tlu·rwi..... IndiC!lltrd, the t('rlll ""rnx~' rnat('rials" M \I.....,. in thi.. (I".....• 
UnIIDUin.· in"Jud,,,, nn i"sl,,'r'!I prnX)' ~t:lh'n":'IIt, I1Im,,,,l rt'l14 l rt, :u,,1 :m)' otlll'r 
Jnnt('rinls f"rwnrdrd hy lin i""m'r in ('ltUnC't'(illn with it" :ullmnl IIh'l·till/C. 

cue - '-.U4~-~_ ....­
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7. If you experience difficulty in completing any of the questions or if any of the 
questions are unclear, please- contae': 

Robert J. Millstone 
Senior Special Counsel
Securities and l';xchllnge Commission 
500 North Cn1'iOOl Street 
Washington, D.C. 20549 

I.e Mnnh Tn 
Branch Chief 
Direct.orate of l!:eonomie and Policy Research 
&-curities and Exchange Commission 
llOO North Capitol Street• Washington, D.C. 20549 

Approved b~' GAO, B-180231 (876020), Expires 12-31-76. 

(Juutionna;re for B,ol:er, 
BMker'g Name--.• Addre.'i.'I of Principal Place of Business--. 
Ci~y.1_ State, "nd Zip Code--. 
1. Who forwards i$luers' proxy materials to your cu~tomers? 

i. ( ) Yourself. 
ii. ( ) A subsidiary (Please specify llame of entity). 
iii. ( ) An independent contractor (Plense !lpecify name of entity). 
iv. ( ) Other (Plf'Me specify name of entlt:r).

2. In what cityOes) "nd state(s) are your proxy forwarding functioM pcrfonnt>d? 
3. Which of the (oilowing i~sul'r-sharehulder communication."! do yOll forward 

a.~ a matter of conl'SC to )'our customrrs't (Chl.'ck all applicable anH\\"('l'll.) 
i. ( ) All material., (If you check thilJ OI15\\'or, please do not check an~' 

other responses).
ii. ( ) Proxy materials. 
iii. ( ) Annual l'l.'ports. 
iv, ( ) Quarll.'rly I't"port.": 
v. Inrormat.ion regarding R\crgc!'l14, b'nder offers, and r<>orgnnizationtt. 
vi. ( ) 1)l'C':iS rcll'Rlc't'So 

4. If you do not· forward aU L<:su('r-llbnreholdl.'r c()lllmunicntioll$, "'hat is ~"(lnr 
ba..;is for deciding "'hat material to withhold lmd what material to forward tu 
your eustoml'l'S? 

5. If a CUS~lm('r pro\'idelf instruction!! that prox)' materiaL'! and other com­
munlcatiolls arc	 not to be forwarded, do }'ou compl~' with :;lIch inllt.ructions'l 

i, ( ) Yes. ii. ( ) No. iii. ( ) Somctimc:s (Plea,~ pxpl:dn). 
6. How do you beoome aware of i!lStll"I'S' record dllt<'s and annual merting dnteo? 

(Check all ftfplicablc IlIl.'IWCl'l1.) 
1. ( Bulletinll of tbl.: .stock f'xchaDge8 CPle8'lc lIpecify.) 
ii. ( ) Bulictin.'J from cl('aring corporation!\ or de~it<>ri~ (Pll'n.~ l'tl)('cif)'.)
iii. ( ) Commercial bulletin ~rr",ic~ (PIl'l\:;(,5p('('ify).

• iv. ( ) sParell {'ard'l (nlm iN."lIrrs. 
v. ( ) Ot.hpr (Plca,.;p ~fX'l.'ir~·.) 

7, In order to obtain annual rl.'ports Ilnd prox:r material:'! to :'leud to your 
cU:stomr~. 

i. ( ) do yon r('qn~t proxy ml\tprial-s fr(lm the is.<:\I(>r without waiting
• to rcc('i\'o l\ st'arch Cllrd? or 

ii. ( ) do \'011 want until the i~'Sllrr lleud~ yO!1 II. s<'nrch card to ff'lllW:ot 
I)roxl' ml1.te'riliI~? 

lot If ~'nll normally wait until i:llO\lr~ llN1t1 you !"('arch card!l. to; th('re ~lIm(' period 
nft('r which ron n'quc:4t proxy mlllerilll:; (rum thoil€! from Whl'ID IlO 8('nr('h card 
hM hf'I'n rt'C~ivN1? 

i. ( ) y~. (PlI'll.'lP. dril('rihl' ~mllr pml't'dllr.~.) ii, ( .) No. 
9. In fnrwardinp; il"sll('l'l'\' prClxr mntprials to C11l"tom('1'l4 for whom yOIl hold 

!'I·l'nrith!..; in rlt~minpl' nnd lltr('l't n:une: 
i. ( ) 1>0 yon ~Plld IlI1~iKnl'd pl'{txy cnrd~ to ~·ollr ctljllomer~ /:lnd In:-trllct 

thl'm to rPtllrn thp. ('ard:l t.l ~'(11l? IIr 
ii. ( ) no ~'OIl lIi~n and lwnd prux~' (,l1.rd~ to )'our cUl~loDlrr", and l\.o;k tht"1D 

ttl rrtll!'n thr ('nrd!" dirPl'th' to thp i:-""upr? or 
iii, ( ) Dn yOIl 1l"P. anoth..r Ill'O('l'(lnrr? (Plra"t" dp:lcrilw.) 

...-......... 10. Do ~'nll !'('I·k rl'imh:al'l'rmrnt rrom il'l'ltlpr:l fllr forWllrdinlt proxr mllll'ri:tl..? 
) i. ( ) Yrol. ii. ( ) Xu. iii, ( ) "uril'''' f}l}('n:,(' (,l'oplnin). 

-------._--_.._-_.._•.._-----_._---_.-----... --.-- -----_. 
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!1. (ll) 1>0 ~'(l" hM'p wriltl'n polic.'ic,; nnd pnJCl'Ciun':( n'garding the transmission 
of IS:'\ll'r-,.:han·holdl.'r communication!! to ~'Ollf eustoQl('rg!

i, ( ) Y(':\, ii. ( ) No, 
(h) If :'0. plt'n';l' attach a roll)' of lo:uch policiclC and proCl!durt"s a... nn exhibit 

to tbl' rOllll,ll·tt'd qllclitionnnirr.
 
12, On wbat d.lt.· dllf'~ \"flur liscnt "l'nr l'nd!
 
1:1. On ~l:,~' :!N. 1976. hllw mnn)' 'customl'r nccount!l did )'011 have which hl'ld - \"otinjl; N'ellriti,"" in .\ol1linl'l! tlr strl'('t nume? 

i... »).. ':-".; t h:m ;;0. ii. ( ) 50 to 2;;0. iii. ( ) 251 to 1,000. "-. 
( ) 1,001 til :i.UOO. ". ( ) 5,001 to 2;),000. "i, ( ) :!;),OOI to 100,000, 
\"ii. I ) 0"l'1' 100,000. 

14, IIlIw m:m)' i.;:oUl''; Wl·t(· tl'prr:\f'ntrd in )'our llominl'C or Ittrcct nome holdings 
of ,'oting jC.·..uriti(·" :." of :\[:I\" 2S, 1976? • 

i. ( ) Li~:, thnn IOU. ii. ( ) 10l tll ,-tOO. Iii. ( ) 501 t.o 1,500. 
h'. ( ) 1,5UI to 8.000. ". ( ) (h'('1' 8,000. 

15. (II) Do ~'Oll ('\'(,1' ord('t prox.,· mnterilll:; from Ian i::su('r IJI·Core tbl'! rt.'c(lrd d.'lt~·~ 
i, ( ) )"I'!l. ii. ( ) Xu. 

(b) Jf ~'lIU otdl'I' proxy mntcrinls lK'fore 1m i""OCllCr'f\ record dnh', how do ~'O\l • 
dl'tl'rrninl' how tn:tn" I<l'tll ItC motl'rint!) to ord('r? 

16. Whnt I)('r('('nti,~roC il'sul'~ ,\\'hose is::u('" ~'O\1 hold in nom(nl'l' or ~trl'et naml', 
l'l'nt l<l'~lrch t':lTd" to ~'ou iDfIUiting \\"h~th('r :.-uu T<'1>tM'ent bl.'neficinl ownens of their 
Fccuritll'l'? 

i. ( ) ){ot(' th:m 9;)~c. ii. ( ) 7;) to 95~~. (iii), ( ) 59 to 'i4 ~co. 
h'. ( ) Ul'S t hllll :iO~-o, 

17. Wh:\t »l'rel'llt:'Jtc of i!"s\I('fl'I fnill'd to ~l'nd Jll'oxr mntl'ri:ds to )'OU nftt'!' 
~'l\1I notUil'd them that ~'ou rl'pn'i=cntl'd b<·nl."f]ciul OWJl('rs of thl'ir !Sl'Curitit:S 
lind ordl'rl'd proxy m:\tl'ri:ll~? 

i. ( ) 1.<.'''5 tban n%. ii. ( ) :;r:~ to 10~·C. iii. ( ) 11 ~c to 25~o. 
iv. ( ) :\lon.' thon 25%. 

18. Of tho!<e ilo;<\ll'rlI who did sl'nd )'OU l:l'ts of prox~' Jl\lItl'riul!<, whnt pCl'c<.'ntngc 
f-l'nt thl' m:tfl'I'iall< l'0 that ~-O\I recc(,-l'd th('m:
 

R, I.l'~" Hum 1) da~'s before their Rnnual ml'l.'~ing'! --'ie.
 
b. a to 10 dR)'S bl'fore tbe'ir nnnunl mt'l'ti~? .__r:;.
 
c, 11 to 15 dnrs h<>fore thrir ftnnunl ml'C."tin,;? __";,.
 
d. 16 to 25 dn~'S Il('Core tht'ir t1nnua( mt>l·ting? r;~, 
('. llore thnn 25 da)'Il before their nnnual meetillg! __~~. 
f.	 Aftl'r thl'ir annuA( ml'etinp;? __ t;:,•• 

19. (a) »id )'Oll find it ltec('ll.'lltrr to rcqul'lIt nddilionnl proxy matl'rinll! from nn 
i!'."m·r nftl'r your initinl rcqul'st for I)rox~' mntl.'riabl for ~-our bl'bl'ficial slmteOwners 
was fm,.d? i, ( ) YI'Il. ii. ( ) So, 

(h) If ~'ou found it nl't'l'II..~ftr)' tn reqtll'l'it additional prox)' mnt.c>ril\l" from nn 
iAAu('r, w}W Wtul the nddition:d ordl'r nt'l'('Il!lury (e.g., order improp('rly Wlcd the 
fin.:t tim(', customl'r Pl1rch.'l!<e~ b 'Core rl'cord d.cit~, (·te.)? 

(c) If you found it Ill'CI'AAlIry to requl'flt additionnillrox~-materinll\, ",hat Jll'r­
cf'l~tnJt(> (\f i;;l'IlI'J"lC fil1l'd your ordl'rs for ndditional proxy materials properly nod in 
II tImely mnl11lf'r? 

i. ( ) )[Otf' t.han 9'i~. ii. ( ) 75~o to 9:;~~. m. ( ) 50~o to 7-t ,:C.
i\'_ ( ) 11'1</1 t bnn f'JO:c,. 

20. 1'1t>n,c;e indirntl' on n )'('1' unit Im"i,; thl' l'l'imburl'l'IUl'ut )'OU Rought for thp. 
itt'rns h{'low nnd thl' bnl'i.'l {e.,., "100";' of Jl(d't:lg~ cO!<ttt," "~uid ..linelt IIf NYSI~:' 
"Cl)l;t "lu~ ';';~," (·tc.) for dl'tl'tmininK I'l'hnhtlfl:emcllt !IOu~bt. Thl' muttl'r of wllllt 
unit bll..il> )'(111 t1:<.:' in ~J>ondinJ{ tu thil' (Iul'/;tion is ll'ft for your definition; u.'"l' • 
wh.'lt('\'l'r unit hl\."j;; rou find mQnn~rnhll' in ~ponding. 11(\\\'1'\"(>1', dl'RCrn)(' in 
tbe l'J»l('('IJI'll\Oidl'd till' unit tlmt )'ou lI:we u!'l'd (e.g., "1)l'T ounc('," "1K'f mailing," 
")ll'r JOO I'n,·(·lap(-,.." I'tc.l. 

If ~'ou did nllt 1'1'(,k rcimhutl<C'm<'nt fur :lIl~' ih'm li,;tl'd, pl"ll..'ll' write "Xot. 
Sought" wht'l"<' :IJlJllir:lhlt>, J~llch itl'll\ fl'quil'l''' U rC'~llOn!'c; if on it!.'," i" Ill't :Ippli­
cnbll', ull'R:'!? writt' "X/A" nnd state the fCll:olOll. 

(u) ~l'r,'icf' f(lf': 
i.	 $--- Ilf'r -, -- (Dl'fine 11011.\--. 
ii. 8n!'i:: for !'1'C'king I'l'imbllr.<l'ment: 

(hI	 1)C1:ot:I~e: .
 
i, $-- ltC'r -- ()>eftnl' uoit.)--.

it B:I_·i,. C(lr l'('(·king l"C'imhtltsC'nwnt:
 

( 

...... - ..	 I'"" I!'llll_-.... _ 
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Ce) EnvcloDCS for mnilinp; proxr matcril\t=, to ,,·our cURtomCrl': 
i. $--=- pr.r -- (Ix-fine uni\.)--. • 
Ii. BAAls for R('Cking reimbursement:
 

Cd) Return Postag€':

i. $-- per -- (IMine ul1it.)--.
ii. &silt for !l('('king reimhlll1'(,n1('nt: 

(e) J'~nvclo))l"5 for return of »roxic~ from cll~tomcl'g: 
i. $--- IX!r -- (DI'OI1(' unit.)--.--	 ii. BnlliR for scPkinfl: rrimbllrtleml.'nt,:
 

CO Othe>r (Pll'lLcte speclh-.):
 
i. $-»C'r-- (Define unit.)--.
ii. Ballis for	 $('Cking rcimbul'l""mcnt: 

•	 21. (a) lIow mlm~' COml»)llintR r"!ntl'd to tbl" nrl'a of issllcr-sbnrcholdcr com­
munication!'! did ~'(lll F('('('j".p in thc lllilt 12 month~? 

(b) Plf'll:;~ dMICrib" in df'tail tbl" Jll\turc of the complaintil. If the number ill 
large, indiclltP. the Kl"nl'rl\1 categorit'S of con,l>lllintil and the numbel' of complaints 
in eacb cntc'Ror~', nnd nttnch n8 no l"xhihit tu the> complett'd questionnairl' COpil'l'!•	 of COml»)nints ,,'bicb are reprl'lll'ntllti\'c of the gl-ncrnl cllt('gori~ of eompbunts 
\\'bieh ~'Oll reCf'iyt'd. 

22. What. WM the totnt numl.K'r of sc't.,,, of Jlro,",~- mntt'ril\lli that ~'OU mnil('d 
during ~·(.ur I:L'lt fi.--eul ~'e>:U'? 

2:1. What wrre tho gr\l.~~ c~tli nllol':ltrd to the rol1owin~ itC'm:i in )'our l,roxy 
opcrutiotlR during .l'our Inllt fiscul ~-(,:lr? 

n. :\tnilinf( rost.. S--. 
h. nt-ht!r dirf'l't. CC»It" (inl'luding wn~ nnd :<:tl:trit-l5) $--. 
c. 1)c>precintJon C()$t of mnl'hincr~· $--. 
d. {h't'rhe:\fi t'0lIt. of thl' huildinp; $--. 
(', OUll'r ov('rhclld CQ:lt $--. (lllemro ~I>ccif\·.) 

24. For )'our lnst fisenl )'(!:lr, Wh:lt wus the p('rc<>nin~c of yom «'xpenditurr:< li"tt'd 
in <lu('lltion 23 all()('nt('d to prox}' opernt.iou$ during l(nrch, April, ~la~' and Junc'! 

II_ llniling cOt'!s --%. 
b. Oth('r diFt'ct COllts Uneluding Wllgf':4 nnd 1I:11nri('s) --t;;,. 
c. llf>pTe>cintioo cost of mllchinrr.l· --':0' 
d, Owrb<>od cost. of the building --<:(" 
c. Oth('r o'..erht'nd CONt --',~. (Plc'uFt'l'lp«'cif)·.) 

2;'). During rOllr bl:<t Oll('n\ )"c.'llr. wbnt wn;; tlu' tot:\l rrimhl!r$l'nwnt rOil r,'cri\"t'd 
(rom ito~uers for 3'our prox3' operation:;? $--. 

2ft J>urinK )'our Inlott. filll'nl )'f'nr, wh...t "-UII thl' t.otul amount of ft"t';; whi('h ~-ou 
rt'ct'i\"t'd (rom custOl"lrn; ftlr ndminiNtrnth"r nnd lmokkCf'pin}t ll('r\"iN'oI rt'!'lting to 
mnintnining Ilccuriti~ in nmninre or Ilt,rl.'l.'t naml' lIccount:;? (Pl"n:<e> attlll'h IU\ nn 
exhi!,it to the coml'letrd qu~tionnllh"C :1 copr (If 3'our ecbt'dnlc" of ft'C,,: fOl' btlch 
tler\'lcr:<_) $ --a 

27. (a) How mnn.r t'm))lll)"~, including ~UI>l'T\"iilOT~' pt'I'l.ltlnn('), "".rk in ~-OUl' 
prOle)' dt'pllrtm<>nt. on n full-tinlt', )'l':lr-rolllld hll"i~? 

l,b) How J\lnn~' llddititlnnl rml)lo,"''('$, inchldinll: l'IU1)(,r\'il'\or~' llC.'r~llIm('I, wOl'krd 

.. in ~"mlr l>roxy drJ)l\rlnlt'nt. durinR oll or nUll>t of this r<>nr's prttxy ":'1.'1I:;on ~~l11l'ch, 
AI>Fit, :l ~lY und Jun(!)? Full-time? --. P:ut-tirnc --a 

(e) lIo\\" many wOl'k hOlll1'1 (i.e., thl.' toll,l numbrr of hours ,,'orkt'd. whether by 
pnrt-timl' or full-timt', l'IllJ)('t'-'illur~' (II' nnn-lllll)C'r\'isol'\' )('!'SOnnrl) w(-re dl",,"oted to 
~'('llr prnx~· oJ>crnlionl'l in tbiz! ~'(,llr's I>l'oxy :ON'lIon Of:lrl'b, April, :\1:1)' and Jlln<.»? 

• -- hlltlJ"K. 
•	 Cd) lIf1w tnnn~' rmplo~·I·I'!t. in"llldin~ ~upt'r,,"illor~- prnlonm·I, workl'd in )'ol.lr 

prllxr dt'l)urtmt'nt dllrinK un (If most tlf Ill!<t )'r:&r'l\ I>FO,",y l'IC,':IllOll (:\I:Irch, A!ml, 
:\13~' nod June 1975? It'nll-tbnr --a })nrt-timc --a 

(r) Ho\\' num~' work hours (i,e., th,' t,.tn! nmnhrr of hou~ work~d, \\"h('thl.'r hy 
pnrt-timc or rl.lI·tim<>. 1I11IWr\'isl'1")" or nnn-l'llJ!rr\'i,:ory pl'r:lUlllwl) wc'rc' dr\'otf'd tn 
~'onr prv:'9' opf'rntiohll in lust ~'1":l1"1I "rux;)' "":I:;U!l (~[l\rch, April, :\l:tr nnd Jlmt: 
197~)? -- hnUfil, 

(f) ITo\\' m:mv hCll\J"lZ nrr ill ,'ollr nnml:ll work dn\"? -- !aourll, 
'lllC'!'tionll 2~' throtl~h :H ellll for infnrm:ltiull r"~lrI1in~ tilt' tr:U1:<mi!'sinn of 

!'pt'cific il>'l;\wrll' J1rux~' mntN'iltl tu ('ustUIlWI':; r,.1' whom you hnld ",nlinK ':('t'llritiN' 
in nominl'C lind lltret't nmnr. If \'011 did nut huld Icll\' :-:<'('nriti('~ of 1m t'lIl1111(!rntrd 
i1'81WI' in nomhll"C or lItFl'l't nntl~e dllrilllt tilt' HI76 l;r(lx~· S{'Ulllln t ~tar("h throuJ1;h 
JtII1t'), $0 indicntf' hy ll!'in~ thl.' d~iJtnnlioll ..x 'A" fur tht! :m~Wl'r to (lllt',.,tiun 2S 
nlld Il':WC blnnk tbe 811.';\Wr llP:\C'~ fUl' qltt':<tiOfl::l 29 throngh :J·I, 
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~HE D::t:El'.S 70 
l.'!tICH Cil"U'n::l::J 
~3Ii ~Tt 
ARE T11':SE AT Til! 
JI.IGII'l'• 

28(.).	 1Iw.t was tbe nlll:lber ot 
aCcOllllts vith reeor4 ~te 
1lOSitiona in the 'VOtina: cCl:Z:IOn 
stock ot eacb iUller! 

(b). l.'bat vas yell: totd rec;)~ i
I 

• dete pollition !.r. cllll~r • I! ;.cc:nllDts !.r. to'!e Y:>t1ng c:=n 
stock ~ each ~ssuer" I I 

29(.).	 1';)r bov lllll!l)" 01' the IlCCOI::lts 

I
 
I I 

I 
. 
I I 
I II ,i ! l	 • 

l I .I 
I 
II : 

-j 

1 + : I 
rIi --.;_...--~ -_ .. :. ­

---~.-

; l. 1 1 •
1Il que~~iO& ::e ,Il} vere votinS
 
.inat.-.c:~c"\I: :-eclI1ved tbis
 ';:,!'Iil~	 •;year!	 '. t • 

. , i ; I . .---,--: ­.f .')._ lltIat ;,'!r~er.-::ase ot el!ch. ~ 
·p05itic:: ~ que;-::lQ1:1 2O(h) . - i .' ,-' : ,_:._~- : -:-r­
vas ve~d this )'eer J".ll'SIl&:>t. 'to ! Ii!. , i
vot~.g ~.j~r.1ctio:.s rece~'led
 
~ c.:s-:::ce:-c!
 ! i i : I 

._;--,-- ~ ..- I -, , - ,/
 
or l.hc:~ aeety.L~ts .~ III OJ:~ :.r.
 -I /; ; /: I. i 
quet~~~~ ~~J h~A ~~7 a:ee~~~	 . / 
beld:	 /; I 1-'---,,',._-;-_-=----..... 

(.)	 1 : 
_---''--~ .L_~ ._._- .,- . :. " 

35. Do ~'(l\1 h~t\·~ nny :l.l'('(JUllt~ fur whkh you hold II pow('r (If :\ttom~r ('nUtUng 
~-01l In '·ot.' thp ,,<,curiti. S clInt:.inpd in l!lI('h n('counts? 

If ~'(llIr C'lIl'tnnU'ri' dll 11(1/ sc·nd the-ir ,,"oting llr"fe-rl'n('('~ In ~·otl or to ~'lIllr ngcnt 
(or t:\h1\lntioll and forwllrding to the il"sIU'r. ()mit (l'u'l'ltJ(On~ ;u; Ilnd 3;. •

:16. (II) Do yon :u: :\ mnttcr of ('Ilur,.(' l>slnblillh n tilU(' prior to flO j,"l'ml'r's nnnuni 
In<'l~tillit nftt'r which ,'otin,," pr"f('rpul'c.:' r('('t,i\'("<! from \'I)ur ('u!lwm('rs nrc not 
\'ot"d? i. ( ) Y(·,., ii. ( ) Xu. ­

(b) If ron hll\"(' l'nrh n policy. hri('Oy d('!olcri!)(' it:«') lC ~C1n btl\'C :-u(:h lL )Il)lic~·. i,; it cUlIUUlIniclltt!O to your ('LUltomCI"l:l? i. ( ) Yes. 
iL ( ) ~o. 

37. (Il) If )"0111' cll"'tom('!"l' (tIn tu rxt'f(·j"c th"i!' ,'otinlt riltht:" dn ~'nu "nt" thl"ir 
6h:m'~ Im.~IJ;l1~t to. m~d to l.h<;. ('xt"llt t~rmitt(~d b)', the rult", of :. H~lf-rt'gulnhlry 
Orl(.'lOlzntloll. I. ( ) \ <-'S. II. ( ) ~o. 

(b) If "Y('$:' do ~·(tu WI It nl:ltle-r flf COUf:iC \'ol~ )·our ('utire pOllition fur m:l1Iugc­
m('"t? i. ( ,,"PlI. ii. ( ) Xu. 

(e) I( ~·()U dll nnt \'(lte ~'nllr "ntirc pMitinn for m~nng('Ill('l\t,under wb:\t circuJIl­
lIlnn('f'l! do ~'(\n ,"ote' llgaiusl 1I\:m:lgc'ment? 

• 

lCl t:.: ~:.~ .:;.,....? 

en *..t l!ate ~~ )"011 re:a~ft a 
.eare~ tL.-C !~ ea:~ i6.~e~~ 

(b) 

(c) 

(eli 

31. 

32. 
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as. In )'our (,xJl('ri('n~, dOCt' thr cnrrl'nt 1l~'5tl'm of transmitting iSNucr-shnre­
bolder commnnications throuKh intcmledinries oJlernte satisfactorily for the 
trllD$lDillSion of l)rOX~'statt-ml'nts nnd annual reportfl7 (Plen~ expl:dn your answer) 

39. In your ('xlX'rilmce, d\leK the current ~)'l'Item of transmitting illSul'r-sbnre­
holder communications through intefralooinril'S Opl't1\te ~lltisructorily for the 
transmil;sion of quarterly reports? (Plenl'<' exphdn your nnswl'r.) 

40. In your l'xpcrirncc, dOl'!l the current. systl'm of transmitting issuer-shnre­
holdl'r comnmnientions throul';h inwrmedinrh'l\ operate slltisfactorily for the 
tl'ttnlmlil'.'lion of other routine "hllreholdl'r comnlunicntions7 (PlcllSe explain 
~'our am.\\"('r.) 

41. In ~'our ('xpt>r;('nce, dors t.b<> CUlTcn( $)'Rtem of trnmmitting ill.'luer-shnre­
hold('r communil'ationR through intf!rmlodinril'8 operate satillfnl'toril~' f(lr the•	 tnmsmb'l:iClJ) of Il tcnder ofT('r or n c')unter-solicitatlon of pr(lxi~? (Pll'nst' expInin 
~'Ollr I1nl;\\'l'r.) 

42, Wbnt Ilrohll'ms, if nnr. would (\Crllr if brokel'S weT(' unahle to vot~ Rccuritif'S 
plll'l'u:mt to :1 ] 0 dny nllt· (l( 11 nntion:l\ lll'Curitil'J; eXl'haugc? (Plensc exp\nin ~'our 
anKwcr.)•	 43. In your l'xprrj('nct', hnJl thl' clIrr('nt i",,,ul'r~hl\l'f'holdl'r comlTaunirntions 
fl~·:;tem IW('n :Ilfl'cted f:"'OI'nbly 01' nd\"cf$l"l~' by the interposition of s('curitics 
d(:pol'itoril'!i? allctJ!.c Ntplnin your Ims\\'er.) 

44. Wh:lt. ~trJlS do :rou 11(·IIt'\,(' l':m or should be tnl~('n to iml)ro\"c the current 
Il~·!'tem of trnll;;mitting ))r\lxi('~ Ihrough inumncdinri('lt? (Pll':ISC l'xplnin ~'our 
IIn!<\\'cr.) 

4;). (at) In p'ur MCpcriNu'(', d(l(!,;l th(> c1lm'nt s:r!ltl'm of tr:mflmiUing ~)roxics 
throllJ.!h illt"I'IIl('d;:lri('s ('uLail cost!! which RhOIl1<1 hp rrdUCl'd or ('1iminntcd. . 

(I) If 1'0, pINI!'L' indil'ntc t.h(' nature of Ull~ cosLN and ho\\' they might be 
reduced or plimill:Jtt·d. 

46. (n) 1hi pm !J('lil'\'(' (h(' COl'I$ of th(' current !<~'l'Itl'm c.r transmitting proxy 
nmtl'riul throllJ::h intcrnwdinrictl ,:hnuld hI' rcnllol'lItl'd nmon~ i!\llllcrs, brokers, nnd 
h"nefiM:lll'hnn'(Own,'rs~ 

Ih) If lon, pll'nl"(' indiclltc! whieh rClstll should be rt':IUocl\h'd, the rensons for the 
r(':lllol'lItiulI lind the Inrthod of r(':llllK'ntioll. 

47. Tll!Otrnd of i~"lwr" I«:ndin~ l"(,:trt'h (,l1rd~ to hrnk<>rs, do y01l h('1i('\'e brokers 
f'hollld hc' rt'()lIin'd to f.;lk(· thl' initinti\'l" in cvnwctinl; i~l'u(,rR rettnrding the nUln­
bl"r or I«,t:-: (If Jlrox~' hmh.·rinl!' nrcd('d'" (Plr:lf;<> ('xplnin ~'()l1r :m8\\"('r.) 

4S. (1\) II" ~'111I hr!i('\'(' that U1ui"r l'1'rtnin ('ir(·U'n.-;t:lIlc(,~ the id"ntiti,'~ of ~'nnr 
(·u..tuJnl"l'- whn h..ld ""curith'''' ill ..tr('(·t (Or ll11rnilll'l' ilium' (,r :<ur.h t'1I"tll!n(,l':' lI( 
(ltllI'f "n,k'·r,. "Imultl hI" di..c1,.....d t., i""'\Il'r,,? (1'lt':I~' t'li:JlI:lin ~'r,llr nnl:w('r.) 

Ih)(i} If loU. IIl1d"r whnt ('irt'\lIn"t:mc~ }(hould thi<l inform:ltilln be di"clll:<l'd? 
(Ph'a"" ('xplnin .'""lIr nn:<wl'f.) 

(iii l'h..ultlthlll di",(·r.',mn' hI' ,'xt"n([I'(J (II :Ill "('III'fir;nl o\\"lwr>l (:: IInly to \ .'rtnin 
cat"R"l'i('''? (J'lc'a"'e ('xpl:lin ~·..ur :lIloI\\"«·r.) 

(iii) What· "I('p" :oll1l11ld hi! t:J k"n tel ('Ifl'd t hI' di"\'ln:Ollr(' cof h('IU~fil'i:IIIIWIl('t"bill 
tll:.t )'(,11 h,·lil·\"(· :lPJuullrial('? (I'h'a"" l"JCplain ~'''llf 1\11'-o\\"l'r.) 

(:)(it :,h"Illd thl" idl"lltih' fir h"n('firiat ()wm't" hi' di":·I....I'd til oth('1' th:m il'.'l1l(,1'>'7 
(J'It'll:'" ""I)lnin )'uur tllls"'rr).

•	 (jjJ If !(", t .. wh"m l'thullld thi.. i"f"fllluthn hl' :\\":lil:lhl,'? (1'Il'n."C l'xpl:lin pll1r
:tI1,,\\·"r.) 

Id) If tlw id"ntiti,'~ (,f h"lIrlil'ial 0\\'''''\":1 nre di!:l'IlI~l"d, whnt !'t,·p~ if nn~'. ~l\lluld 
Ill' 1:lkNI 1', pr..tN·L till' I.ri\"al"~' ..r !illch h"lu'lkinl "hnrl'C'\\"nl"1'l'? 

·m. (l'-. 11:1\'" ~'(lU rl':ld till' ~"·llfi1it·s mul EXl'hmllu' (\'ll!llIil:l'i,ln'l: )'rrlimillllry•	 H('p,.rt tn C,)\\ltl'(,,..,, 011 nutnilll"'lIl1d "In'/'t n:II1W Hwncr"hil' IIf ....·curith·"... i. ( ) y('". 
Ii. I i~,'. 

Ill) 1f "n, 1'''':'''1' hulll':'(l' :nl~' I'lIlmlwnt" \\'hi"h )"," h:I\·('• 
. 'l'l Ir I~~,t. wUll!d p'lI Iik,~ til rt'l'l'i\"(' II CflP~' of tilt' I~'liminllry ltl')){Irt.? i. ( 

"\ ,.... II. \	 ) :"", 

:.n, ]'1":1"" Im'\'id(~ the! II:lln(' nf th,' 1)('1"011 in ~'uur orJt:lllb:l\(ion tn ("'nlnd. fllr 
flll'tlwf illf..rlOlIlitlu ('ulII'I'rnin,\!; your T(·"I"tll.... ·" l,. thi" (IJI(,:,UIII11I,lin·. ~llllW --'-. 
'fitle --.•\ddn·:os --. 'fI,It'phnl:l' ~\Iml"'r --. 
H..-MI,its 

I. ]'Ir:l.:r ntt:wh :l Cl)J>~' nf ~"lUr writt('J) pnli,'irs :Iud Ilrllcc'dun'-:, if :11\;\', rr~arding 
thr tr:lIl"mi,...h,n "f i"sllt·r-shnrl'h..ld.·r cll1nmunir:lti(lJl~ to yClllf ('Ul'lt"IlWl':'. 

It. 1'1(".1"" :lltllf'h Ctlpil'" nf cllmlllail1t.~ rL'lln'''''ntati\'(' IIf th(' l':ltl'~,'rh's gi\'('11 in 
rl·,\>con"(·	 t .. (llI/""ti"1I 21. 

II r. 1'1(':1"1' 1I11.:I('h II t'IlJl~' IIf ~"llir "l'!u'(lul\· (If ('I'S fur :Idmilli"trati\'r :UII) ho"k· 
k""I)illj: !-,'r\"i('('" ft·!:ltillg \.U lIIailltainitlg St'curiti,'s ill numiJl('(' :md l'trcI't n:unp

) U\.'c·OUllt,.;. 
.~.~ ~. 

.... - -- - ._-..,
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QUf:,tionnaire lor Banb 

Securities and Exchange Commission Qll<'litionno.lro 

Gentrallnatructiona 
I. Except, wb~rc otb('rwil"c indic8tNf, thf' illforrn:ltioo rc'quelk'd on thi~ qUI'''­

tillnollire reJatclI to thl! 1976 proxy :<C'Il~lln C\Inrch, April, :\1ny nnd Jun(', J9j(j). 
2. The que..~tionll rt'lnte to l)rucl'dul'4':! U>lro til fvrwurd proxy mnteTinl,.; t.I 

eu~tompl'l'l wh(w;(' ~curiti ...", nrc ht'ld in nomhrpu ll:unc. 
3. A.o, ul'lf'd in this qlleltionnnirt'. "nomhIN' nl1m('" rPp,;trnlillll rt'fp~ to thf' 

nrr&1ugt'nJrnt whpreb:r l\ hnnk regilltf'r>4 IWcuritie,; lll'ld pllI'l$Ul\nt. to n custodl:tl UT 
trtl'it nrrangt'Jn('nt in its nmn(' or the! nl1J11I' of it:! hlllniuP(·. 

4. If thl're l>l in:lufficit'nt room lor nn~' :\nll\\"('r, 1,lf'U"€' continue yOUT nn,cw(~r 011 a •
l'CllftT:ltt> ~hf'rt nod nttnch It ttl t.h~ cutnp1«'trd ·(Illp-ltiunnnirc'. 

n. If nil aID14W('r til un,r of th(' follo\\"iDl~ qtl~tifln.. rC'quin''; informntion fur ",hir'h 
~'c)u do not ho\'p )lrt'ci!'\(' st:Jti'itic~, nUllwpr th(' qm'SUIlIl with your hl'.;t l",timat" 
nlld Wfitp "J':'~TI:\IATW'in the rip,ht hllnd nlnrgill nf'xt to your :lll'i\\"f'l". 

6. truItti'll othPrW~e ir,dicnfA'd, the tprrn ",)rIlXr Jnntt'rilll,c" Ill' lbil·d in this 
qll~ti(lIlnr.irt' ineludrs tb~ proxy l\tnt<'lnl'nt, :mJ1\l:ll repnrt, nnd nn)' nth"f 10:1­ • 
tt'rilll:-; fUf\\'urd('d by an il\mtl.'riu conn('{'tion with its Runual m('l'ting. 

7. U )'U\I eXI)('ri('n{'c' difficult), in cornlMting :lil)" of tbl' qUe>tion.. or if :U1r uf 
the qUt'!"tion'l ftrt' uncll.'nr, plt'll!re contnc\,:
 

Rnhf-rt J. MilI,ctonl'
 
l'l.'nior Hj)(,t'ial CnuulWl
 
~f'Curitil'~ and l-:xchllng(' Ommlio(,;il)ll
 
raoo North Cnpitol HtrI'Pt
 
WaRbingtun, D.C. 2().)49
 
J,p Msmh Tri
 
Uranch Chief
 
DirPetorate I.f Ecunmnir. nnd PII]jC": HC·,..l·:lrch
 
~f'Cufiti~ lind ExchulIRP COllllni,...i;'1l
 
,.00 North Cnpitol Ht"'(·t
 
Wl\llhin~tun, D.C. 20549
 

Apprll\'cd by OAO, B-180231 (S76020), Expirc'''; 12-:U-76. 
QIJ['xtirmnaire 

X/nne --a AddrC"$ tlf Pril1{'ipnl Pl:1C(' ,.f UIl..hll'''''' --a City, :-:tntl', :llId 
Zip ('lIdt' --a 

1. Wbo fnnvnrd,. il't"llf'rs' I"m:y nmtl'rinl:; to ~·lI..r cll,..t,.mers? 
i. ( ) Yoursl'lf 
Ii. ( ) A 1-uh,.:idillry (Plrl\l\(' "pf'I'if)' n:lInl' of Pl1tit~·.) -_.- ­
iii. ( ) All indf'I)""df'llt cnntrllt't.nr (Pit·n".· ,.pc't'ify nllml' of (,l1tit~·.) _ ­
h'. ( ) Olilf'f I ·1('I\,.:c· ~"f'Cir)' UllllW ,.f ('lit it.)·.) -.... .__•.• --_ . 

2. In whllt ('it~·(il·") llnd sl:It!'(l\) 'Ire l"Uf \Jruxr fllrwllTflinlt functilln..: IIf'rfllrnll'd? 
a. Which of tbt.· fnllll\vinK i.....l1(·f-l\h:trt·hllldl·r ('umlllullie:,tinl\14 do ~',1tI fllrwlIrrl 

I,,' :1 Ill:Ittf'r Hr ('1I1lrs«.' tv )"ullr cllstC)lJwr,.:' I CI\l't'k :III applicahle :\Il",wc·rs.l 
i. ( ) All m:ltt'rinl", (If )'uu cllI'('k thi,. :\Il'iWI'r, plf';Il\C! do IIlIt clll'c'k :lIly 

utlll'f rc·:<p,·llI';C·). 
ii. ( ) Proxy lJl:ltt'riaL..;. 
iii. ( ). AllIlUlIl n·pllrt ...
 
1\.• ( ) (~'wrtc·rl)· ff·w'rt",.
 
v. ( ) Inrurlnatiuu r('g:lrdillg IUI·rll,"r"". h'ml"r "Ife·r". and f('C.rV;;lIJi~lIti..n", • 
\" i. ( ,I'Tf'''''' "·I,·n......:. 

4. If ~'UU do nl)1, fllrwlIrd 1111 i"14Ilf'f-l'hllff·h..lr/c·r ClIlllnlUnicntion,.. wh:lt is ~'tl\lr 
h:l"i", for rft'cidillf' what nmtl'rilll lo withhold :111<1 what mntt'riul til furw:,rd to 
"ollr l'u!'lumf'I'!"! 
. .i. If :l C·II!'tnml.'r pro\'idf'!' in!'trm·tinll" lliat Pft.X~· Illutf'rillll\ ond othp1" ('(>m­
mllllirnlinn,. ar(' nol tn he forwardl'd. du YI'h t'f'lllpl~' wit it ~ll('h inl'trul·t iltll""~ 
i. ( ) 'rl·!'. ii. ( ) Xu. iii. ( ) ~(jIJ\l'lillll'" \1'11':11'1' ('xl)l:Iin). 

fi. lIow do you 1)l'cUIlIf' l\\\'lIfl' /If i:-:"'\It'rl" ;1111111:11 1I11'I'tilll( dutc"':' tCI\I'l'I;. :,H 
n!'Jllie:lblr' ;\n~\\'f·r.;.) 

i. ( ) l~\ll ..·tin~ flf the Ill000k c·'i.rb:U1~'·1l 1l'lr:I,.", "!l('cify). 
ii. ( ) 141Jllt'LiIl1' rrnm c\l'lIrin!C cor"rtrat iUII": /lr dl'pnl'irnril'l' ("It·:.!'c· "'TlI'l'if~ ). 
iii. ( ) COlllh1l'f{'i:11 bnllf'till lo:l·f\·irl·". I 1'1c':LW "p,·dr)".\
 
1\'. ( ) ~f':lr<'h l':lrdll rrlllll i,,:-tJl'r.<.
 
\'. ( ) Otlll'r (1'1(':1':" !-11(·Clr~·).
 

_ a ..._.........~ _
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i. In order to obtain annu:ll reports and proxy materiuls to send to rour 
customers, 

i. ( ) do you request prox)" materi tis from t·be issuer without. waiting to 
receive a search card? or 

ii. ( ) do :rou w:lit. until the issuer sends \'OU n scarch card to requcst
proxy mat.erials? • 

8. I( vou normally "'ait unt.il i~ucrs send }'OU search cards, is there 801n') period 
nfter which )'ou request proxy mnteriallS from those from whom no search card 
hal; bt>cn received? i, ( ) y~, (Plense dl'8cribo your procedure.) ii, ( ) No. 

ll, In forwurding issuers' l>roX}' materials to cust.omers for whom you hold 
llecurities in nominee name: 

i. ( ) Do you Bcnd unsigned prox~' cards to )'our customers and instruct 
them to return the cuds to )'ou1 or 

ii, ( ) 1)0 you sign and S('nd proxy cards to }'our customers nod mik them 
to return the cards directly to the issuer? or l 

m. ( ) Do )'011 use another procedure? (PleDI'C describe,) 
10, 1>" you seck reimbursem('ot from illSuers for forwarding proxy materinls? • i. ( ) YCll. ii. ( ) No. iii. ( ) Varics (Pleuse explain). 
II. (n) Do you (nr\\'urd prox~' mntrrinls to all custodial customers for whom 

thr bank hol~, in nomln<>e nnm..., s('curitic8 for which the bank docs not ha,'e 
\"oting discretion? i. ( ) Y('S. ii, ( ) No, 

(b) 1>0 you forward proxy materials to all cllstodial customeJ'P. lor whom the 
hank bolds, in nomlnc(' nllmc, SCCUritil'S for which the bank hIlS voting dillcretion? 
i. ( ) Yes, ii, ( ) No. . 

(e) Dn ~'ou forward prox}' matl'ri.'lls to co-trustees where the tmnk haR j;{)lc 
,"oting dLo;crction for sccurh ies hl·ld in nominee name in trust accounts? i. ( ) Yl'S. 
ii, ( ) No. 

(d) Do ~·ou ror\\'nrd prox~' nlntl'rinJ!l to co-tru~tC('s where the bank has shnr('d 
"u1 iu~ discretion for securities held in nominee nnm... in tru.<;1; nccounts? i, ( ) Y~. 
ii. ( ) No, 

12. (Il) Do .re,u hn"c written policies and proC<'duf<'S regarding tm- tranllmi:'l\ion 
of i":llu"r-shllreholder rommunlcntions to "our customers? i. ( ) y~, ii,e ) No. • 

(b) If so, pJrn~e attach a copr of such policies and procedures as an exhibit to 
t h,. eompl('tcd qut'stionnnirc. 

J:1. On what dute dOl'S :)'O\lr fij;cal )'rnr end? Month-. Dar --. 
14. On ~I:ay 28, 1976, how IlInn~' truKt and custodial nccoun\l! do ~'ou h'l\"e 

holdiuJ( voting securitic:; in nomiru'c Dtunc? 
Trill' aCCOIUl" OIl.todf.J a<'COllnt" 

i, Lc'<g than 50_________________ () ( ) 
ii. bU to 2.')(L • () ( ) 
iii. 2iH to 1,000________________ () ( ) 
i\', 1,00l to !),OOO_______________ () ( ) 
v. !i.OUt to 25,OnO_ _ () ( ) 
\'"i, :\Iorc t.bflD 2;),000.__________ () ( ) 

t,';. How mun}' i"l'lu('r~ urt" )'t'pr"sl'nb'd in ~'our trust nnd custodinl nominee • IAIUIlC holdings of \'oting ~'('uritil"'; as of May 28, 1916? 
Trtllt account. CII.,adl.r occoant. 

i. JA'''~ thnn 100__ () ( ) 
ij. HK) tu 5IlO__________________ () ( )
iii. .iHl tn 1,!iIKL () ( ) 
h'. l.r"U to 8,1l00_______________ I) ( )
\", )(vrc tb/m S,U')()_____________ () ( ) 

16. What pl'r(,("J1tllll:l~ (lr i"..(1("1"', Will)';'" i':"\1l'~ )'Ou bold 1:1 nominee nom,,, ~("llt 
"I'arch (':ml~ to yun iJlCiuirin~ wlll't1lt'r ~'()\l )'('prl"'I'llt blmefirinl own!'r" uf thl'ir 
I'I·cllritil'."? i. ( ) more than ~l;j'.~, ii, ( );:; to 9::;';~. iii. ( ) r,o to ;4~';, 
h". ( ) If":; than ;)0';==. 
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17. What pereentage of issuer., failed to send proxy materials to you after you
 
notified them that you n-rl'l'llentl-d blmeficinl O\\'ners of tht'ir securitil.>8 nnd
 
ordered proxy materials? i. ) 1c:S.i than 5%. ii. ( ) 5% to 10%. iii. ( )

11% to 25%. iv. ( ) more than 2:>c;i.
 

18. or those iNSuers who did send you RCt.'J of llroxy materials, "'bat pt~rccnt:l~e
 
sent the nlaterials so that you l't'eei\'ed them:
 

a. J.t>~ than 5 days IJcfore their annulll meeting? --%. 
b. ;) to 10 days ht-fOfC! their annual meeting? --t;{.. 
c. 11 to 15 days before their onnunl Dlt'Cting? --%. 
d. 16 to 25 day14 before their annual meeting? --7;;. 
e. More than 25 days before their AnnulII meeting? --)c.
f. After their annual meeting? -%. 

19. (n) Did you find it neCl.'lll'l\ry to requ<'St ndditionnl proxy m:ltf!ri81~ from
 
an issuer after your initinl r('qucgt for proX)' DJat-crials for your IJcnefieinllilhllre­

OWO('rs was filled? i. ( ) y~. ii. ( ) No.
 

(b) If you found it neces."arr to request additional prox~' materiaL.. from nn 
issuer after receiving an initial I'hipment, wh;\' \\,,('re additional ordc'l'l'I neCCI"l'lnry 
(~.g., ord('r improperly filJ('d ~hc first time, customer pureha.o;cs lwforC' record •
date. etc.)?

(c) If )'ou found it neccs."ary to request ftdditionnl proxy mat.·riab" ",-bat
 
percentage of i,15!1uers filled your order for ndditiocnl proxy matE-riall! prupC'rly

and in a. t.imely manner?
 

i. ( ) more than 95«;0. 
ii. ( ) 75% to 94%. 
iii. ( ) 50% to 74%. 
iv. ( ) lcss tban 50%. 

20. Plelll'f' indicate on a per unit ballis t.he r(!imbu~l'nU'nt you ~uuKht for the
 
itt'ms listed below and the basis (e.,., "100% of pOdtnge cosbl," "co~\ plus 5«;,."
 
ete.) for detemlining reimbUl'*!ment sought. The matter of what .. ': basis you
 
URC in I'eflponding ttl this qU('I'tion is left fvr your dl'finition; use \\ ~tc\"er unit
 
basis you find manageable in responding. Howev('r, del'l.'rilx- in the space provided
 
the unit that you have used (e.g., "per ounce," "per mailing," "per 100 tmvelopes,"

etc.).


If you did not sook reimbursement for any item 1illted, plea.1e write "Xot
 
Sought" where applicable. l'~cb item requireR a J't'llpcmsC'; if an item i~ not applic­

able. ~Jease write UN/A" and state the reMon.
 

(a) &I'\ioo fee: 
i. $ per (Define unit.) • 
ii. Basis for seeking reimbursement: 

(h) P~tage: 
i. $__ per __ (Dt'ftne unit.)__. 
ii. Basis for seeking reimbursement:

(c) Envelopes for maiUnR proxy ml1tcrinl~ to :rour l.'llNtom('rll:
i. $ per __ (Define unit.)__. 
ii. Basis tor seeking reimbursement:
 

Cd) Ueturn PORtage:

i. $__ per __ (Define unit.)__. • 
ii. Basis for seeking rcimbursement: 

(e) F:nvelopes for return of proxies from custome~: 
i. $__ pt'r __ lDefine unit.)__• 
ii. BlUliR for seekillg reimbursement: 

(f) Other (Please specify.) : 
i. $ per {Define unit.)__. 
ii. Basis for seeking reimbursement: 

21. (a) How many complaints related to tht' mea of issuer-shnreholder com­
munications did you receive in the last l~ months? 

(b) Please describe in detnil thc nature of the complaints. If the number jl' 
large, indicate the general categories of complaint!l and the number of complaints 
in each category and attach as an exhibit to the completed questionnaire copirs 
of complaints which arc representative of the general cai(!gorles of complaints 
you received. 

22. What was the total number of sets of prolty materials that you mailed In 
your last fi...cal year? • . 

.~_. aw 
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23. What were the gross costs allocated to the following items in ~'Ollf proxy
operations during your ll\St fiscal year? 

11. :\lniling CO$ts $__. 
b. Other direct eORts (including wages nnd snlaricl:I) $__• 
c, Depreciation cost of machinery $__, 
d. OverheAd ~t of the buildi1!S $__, 
e. Other ovcrhend cost $__ (Please specify.) 

24. For your h..~t fL~CIlI )'(>:Ir, "'hnt )('rccntugc> of your l'xpenditurcs 1i11trd in 
qUf'~tinn 2:i WUl> allocated to l>f()X)' operations dllring )lnrch, April, 1\Iay :md Junr? 

n. )'I:liling co"t14 --%. 
h. Oth('r direct c~u (including \\''tlgl'l:! l\nd !l:dllricll) --%. 
c, Dcprt'cintion Cl)!lt of machinery --(;0'., d. O\'crhend CU14t of thc building --«.c. 
l'. Otb<>r o\,('rhf'ad costs --% (Pl('l1~ ~pccir)',) 

2;). During your IlL'lt fasenl ~'ct\r, whut WIIS til... tot:!l rl'imbul'lleJllcnt you recl'i\'c'd 
from issueJ'!l for )'our l>fOxy openltitlDl'? $---. 

26. During your l.!L-.t fi.~l\l )'cnr, who'it \\'8l'I thr totlll amount of fee:! which )'cm•	 recf'i\'ed from customcl'l4 for lldnaini!ltrllti\'c nr.d btlClkkrcping servicrs rclnting to 
maintnining l'('Curitic-s in nominoo or !ltn>t·t nmnt' nceounli'? (Please llttllch lL'4 lin 
exhibit to the complctrd qUI!14tionnnire a CCt!»' of )'C1ur schedule of fCt'lS fur lmch 
SCf\ices.) $--. 

27. (a) How llIany eml>lo)'{,(,ll, including ~up('r\'i..'!(}ry personnel, work in ;ruur 
proxy d('pftrtmf'nt on a full-timp, y('nr-ruund bmli!l? 

(b5 How mnn)" additionul ('mpl(l)'ee:<, including lCUperviROtY pel'l'lOnncl, work€'d 
in )'our proxy department during nil or most of thi..'! Y(,fUIS proxy seMOn {.March,
April, Muy nnd Junl', 1076)1 Fttll·time --. IJt\rt,..tiine --. 

(c) How mnn~' work hours (i.c" the total numbpr of houl'R worked, whether b)'
part-time or full-time, lOupcrvi!lClry or nun4upt't\'i!lory pCl'l'onnel) were devotl'd 
to your proxy opcr.ltiOJl8 in this )'Cnf'S l>fOx,)" ~:l!lOll (:March, April, Mny and 
June)? -- hou~. 

(d) How muny employecR, including ~\lI)f'r\'i.qOr~· prr:mnnel, worked in 3'OUf 
proxy d('l>nrtJnent during all of lnOllt tlf last )'car':) proxy 6en.-ron (:\larch, April, 
May and June 1975)1 It'ull-time --. Part-time --. 

(e) How many work hours (i.e., the total Ilumber of hours worked, whether 
by part-time or full-time, 8upcrvi..~ory or non-supervisory ~1':Jonnel) were devoted 
to your proxy operations in last YClIf'S proxy !leMOn (~Iarch, April, Mtty nnd 
June ]975)? -- hours. 

(f) How mnny hours arc in )'our nonnal work dn)'? -- hours. 

• 

. .. 

.......~,..,...- ......... ~...... uas' <.".* w.w A • q_ • ad »44
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QUNtions 28 through 34 cull for informution r('gnrding the trlUlsmi~ioJl (,f 
Sl)('cific is.'I\Icrs· proxy material to custodial CUlStom('!"lI for wllich you held voting 
~<'Curiti('l5 in nOlllinC"C Dame!' nnd to thollC person8 who share or have sole voting 
di~cretion for flCCUriti1'8 held in nominet' name in trust llccounf.!t. If you eid Dot 
hold anv securities ohan enumcrntE'd illSucr in nominee nnme during the 1976 
Ilro}C~· 8Cason (March through June'). so illdiellte by u!ting the ~llLgnation uNfA" 
rtltber than by leaving the answe!'r SI>l\CC blank. (* lie" denott'S eu."Itodial nccounta 
Ilod lit" denotes trust accounts).-

!mE ISSUERS '1'0
 
1IRIC!l QUESTIQlS
 
28-34JlELATE
 
ME 'lHOSE AT THE
 
mcurr. 

28. '\Ibr.t \lU the nz'ber 0:' ~~-r- ---m--_....
acCOU:".~! ,,·:''th re:c;rd date !e L _~ 1__1	 : 
positi:>::s ir. t:'1t 't'oting COUlon: I. . I . : 

...tock or ea;:; iSllUltr? - - •. - t, . .: . ..b:=:::l.=- _­

I 1 i! . I!!'
2;'. ilh.~ vas :. =....r ....c:.~~l 2'8eorc .c__ ~ __ : __~ , __ !__ :__ ~ __ . 

d,te F:~i~~:: ~~ ~~e ~ct~~! r, • Ii. 
C(oCOf. £':0:':' ::" eat:: iSS'.Je:~ _. .. J_.J .. __..•--i._..._' &.._ •• 

3:.	 Of th:s~ ~e:~~~~ Sltt O~~
 
in er~s~i=~ ~~, &:v san,
 
.t'c~t, be:;;
 

----:---~ -----:-------:-----::,.. : I • : . I : ! 
(e.) less ~.a:; ::>0 lI!lere~ ~ ~;-- - - -~-- ~- - -- ;-- :-- -- .- -~-

c _ _ _ _ _ _ _ _ ,_ _ _ _ _ _ .__ 
t:	 --...._.__.__~_ ..• 
c: . .- - - - -- -- -- ~ - -- -- .... 

(d) mere thm ::.CX sharlts~ 

31.	 011 \:l;llt CI:t1t c~c 1011 Tecein ; 
~ seere;: card fro: eccto I 

;'cS'.lltr' . -­•
I	 

i 
32. Or. "~l:.t. cllte cid p~ 'rCCl'JltSt , !~.~~. It..te~~!.:= !i·~ p.t:.h 

l;...\:c7.·~ - I 
~3. t:: ~~ i ..': ':1.'" :::~ :to~ rece:'~e 

i~~)Y ~~~C~:~:~ :~~, eaCL 
':':!:vcr~ 

! 

• 

Ir ~"ullr l'1I"'tullilll (,1Il\tonlt'r" du 1/01 :'l'ml tlwir \'lIthl~ prcofl'r"l\l"''; til Y"U. or til 
your :lAr'nt fur tllhul:ltillll :md furwllrdillJt tn tlU' i,l,lllf'r. limit lllW:ititlll :l:J. 

:irl. (a) 1)0 ~'ll\l m' n nmUc'r IIf cuur"',' c·,.t:lhli"h :l tinll' print tel:1I1 i",.II.,t'~ :mnunt 
ll1f'r·tinK nft"r whil'1l \'utillJ,t pr.-fe·n·m!.·., n.·l'c·in'(j frum YUllr CU,lt"lUl·"" :ltt' not 
\'otf'Cl? i. ( ) Yc·". ii. ( ) ~II. 

It,) If ~PCIll hu\'c l'uf'h u pulicy. hrh'fly d,o,of'rilU' it: 
(e) If tUll han! l'ul'h n p"Hl·~·. i~ it. cIIUlmullic:lh-d til ~'llur ('u"tllml·r,.? i. ( ) Yt~. 

ii. f }::\U. 

a,;. (ll) Do ~'Illl ('\'('r \'ute cll-ctndi:11 :lhaft .. wi1hUIlt cu"tllmt'f Ln..trlll'thm....!
 
i, ( ) \".-:<. PII'U"l' l'xplain under what cirl·lIm~t:mcl·":
 
ii. ( ) Nu, 

ill) If ":-'l'~'" do Yl/U :\~ :, matt,·f IIf 1"IlUf....: ca...t rur man:I!;"IIl"lIt :III thl' ",h:lrt·,. 
\'UIl \,olt··! i. ( ) \"'':1. ii. ( ) N.,. 
, (.;) If \·oU do nut cn"t for rn:Ula~t'IllI'nt all th" "haf,·" \',m \'utl·, \lmh'r wh:lt 
Cirl'llm...tltm·lo:i do yllli ''ow :'~:lill-c(, m:m:lll;I'Il}l'llt? . 

3;. (n) Wh'!1l pUll)·'..."'·..... :llltt· '·'Ititllt di"l'r<'tillll nn lI"h:llf ..r tru ..t :l!'f'mll1t"" d" 
YOU \'lItt' the llh:lre" Iwld in the tnt..1 nCl'u'lIlt:.' i. t ) Y.':I. ii. t ) Nil. 
• {h) If •.).•.,.... do "Ull. 11:4 :l lnflUl'f uC c·lur:i". C:I"It Cl'r lII:lIl:tl;I'\lll'nt aU tht' :lh:lrl'~ 
)'ollr \'o{('? i. ( ) \·l'l5. ii. ( ) No. 
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(e) If )"0\1 do not CIl14t for mnnngl'mcnt all the gbnrcs J'(JU "ote, undt'r whnt 
eirc\lm4nnc('~do yOIl "oto ul(ninst mnnngt'mcnt!

:{8. In your ('xl>erience, duet th(' eurl'<'nt lIystcm of trnnKmitting i~~U<.·r-shnre­
bnldcr communications through inwrmr.dinrit's oper:ltc.' l':ltillf:l.cturily for the 
trnnl'lmi~.;ioll of l>roX)" Ktut<'menls nod annual rl'port.li? \Ph.':\'.;e t'Xpluill ~;our 
uU!'lw(·r.) 

an. In your ('xp<'rit'nc('. dot'l' tht' curn-nt systc.·m of trnnRtnittinp; i .•u'~r-Zlb.:1rc­
boldt·r cnmmunicationK thn1ugh intermcdinrit'll oJXlrute llutil<.fnctc.lril)· for the 
tr.msmission DC (ltl:\rtt'rly r l ·pol't.'1? (PlcMO explain )'our 6M\\·('r.) 

40. In )"our ('xperil'ncl', dll('K thp, current system of trnn.'1mif.ting il'l.~u('r~h8rc­
hold"r COntlllllnicmtiol1$ through int<"lnt'diaril~ oprrnte llutillfnctoril~' for the 
tr:mlllllissioil of oth(~r ruutinl? llhtlrt·hulder communicutiollll'? (I'1I':lll(' explain )'our 
unIolWt'r.)• 41. In ~'our C'xp"ri('nc(', d,)(~ the current ll~'l'itcm of trnn-:mitthlK il':$lJ(·r-..hllfo!­
hnld('r ctimmullirlltiulls thruu~h intc.'rmrdinriC!' opt'rntr lllltillftl('tllril~"fnr th(' trnns­
mi~,'(ion of n tt'lldt'r otTl'r or :L euuut<.'r-solicib\til.>n of proxi('~? (1l1('~lSe explain ~"onr 
:Il1!o1wt·r.) .

• 42. In your ('xpt'rie'ncc, 11ll~ the CUrrf'ut i:wll"r-shf\rl~hold('r communicntinn.. 
~y:ctc.'m IJl'('n lilfectcd (ll\'nrubly or ndv('r:>cly b~' the inwrplJllithm vf .tll~curiti(·" 
drlt,'~itorie:4? (l)lI.!M:' e'Xt>l:dn ruur Itn~Wcr.) 

4:J. Whtlt :ett',>:J dn yeJll I>f'U('\'C enn or :-;hould he t:lkl'n to impro\"e the Cllrrcnt 
~)':ctem nf trl\nSlIlittiJIK prtlxi('$ througb itltl'rml'di~rie'~? (PIt·usc ('xpl:lin ,)"onr 
:lI1~w('r). 

44. (a) In ~"our (,xlJ<!ri(~nc(" d~ the current ltrlSt<'m (If transmiUing proxies 
lhrolll(h internwdinrit"K ('nblil cost.OJ which should be I'todtu.·(·d or t'liminnted? 

rh) If:'O, J>1,.:1..~ iudic:ltll the nature of thC!~e cost~ and how they might be reduced 
(lr <'liminatc'd, 

4,). (0) Do pm b('lic\"(' t hi' C;):lts of tht' current I')"Kt('1\} of transmitting prox~" 
lOutl.'ri:\l thruugh bllnk.~ ...hould be re:ll)oc..tf:d amollg i.~l'i\1(,1"l'l, h:mk" llnd b('neficial 
sh:lr('Owncr,;?

II» If so, ph':l:>(' indicllu' whicb crn;ts !oIhould be rculloc:ltcd, the reMons f(lr the 
r<:ullncution llnd thf' lIIt'thod (If rcllllocation. 

4f\. Inst<'nd of i:C~lIefl; !'t'nding !learch card:-. to banks, do )'ou bclit"'c banktl ~bould 
hi' J'('quired to take' lhe initiuti\'t' in cont:tcting i'itiut'r~ J'('gnrding the numbcr of 
~t" of I>roxy mntcrinl.. Ilt!('dt>d? (Plt'nlolc eXl>lnin )'our IlUlSWt·r.)

47. (u) Do )'ou h~'1ie,'c that. under cerulin circulUst.ances the identities o~ ~-our 
CUl'tonl<'1'S \\"ho.~· l'('curitieK nrc btlJd in nomillt'c nume or lIucb customers (If otJ1(·r 
inb'rlllf'dillrit'S ~hf)uJd be di,o;clul«'d to issU('rs? (Pl€'tWe eXI>lniu your 411,,\\"<.'r.) 

Ill) ti) If :'0. unrn-r wbnt circumstancclS ,o;hould this information be di.-;clol'ied? 
(Plf':I:<I' expl:lill rour :tllli\\'cr.) 

(ii) l;hould thii di:cclu~urc be extt'ndcd to all beJlt'fici:tl UWl1('rs or only tel (,l·rlaiD. 
(,:ltf'gurif!S? (Plt':~u explllill ~'Ollr :ms\\"(·r.) 

(iii) Whnt !oIlrp~ :;hould bt· t:tkf'n tu ...lfCl·" the di~cl(l~uf(' or IX'm-ficinl own"flihip 
th:lt ~'1l1l I>f'Jic,"l' lllllJt>"Vri:1t(·? (PI('all'{! ('xpluin ~-()llr :lIll'lWt'r.) 

(e) (i) Should tlu' idl~l:tit~" of IWIll'ficinl ownl'r", be di::cl\),'('d to pt'l'l<OIlS (\th('r than 
i~.-I'l<.'r:c? (I)IN\,';I' ('xplui'l ~'C1t1r m1."\\'l·r,) 

(ii) If :co, to \\'htlm ::;lulUld thi:e informutiun be :l\·:tilnhle? (Plt':l:'l' cxpillin )'our•	 nn,'(wI·r.) 
Cd) If the identitil'~ etC bl'Jwficinl (lWIlt'rll :Irr dil'lcloSf'd, what f-lrp-:. if :m)", should 

I\{' t:lkc'fl to ,Jrc)t('('t tilt' prh"u('y of ,'(\l('h he'llI'fiei:ll ;lh:lI't'tIWlU'l'l<? 
4"\. 1:1) IIl\\'(' rllli fl':ld the' St'curitil''; mill Exch:UlJ!,(' l'ommi",,,iull'g Pre1hninnry 

. II Ih'p(.rt tu Clml/:rl':'l'l 1111 numiJl('t, :md ~tl't·(·t 11I1IIU' llwJl('r"hil> uf :,cf:uritit'S7 i. \ )
\"(....	 ii_ ( ) Xu. 

Ib) If Ii". ple·ll.;e· indicuh' :1Il~' C{'mmt'nt... whit-It ~'eltl bll\"('. 
(e) If uut.. wmdd ~'flU like' tit rtoc('h'c :t ceIJ)~' of tin' ltrl'limillnr)- Jt('J)(lrt? i. ( )

y('S. :i. ( ) ~fl, 

4U. Ph,tlS(' pro\'ide' Ih" ilIUm' of the Ilf'fl;nu ill )-1)111' organizat.ion to COIlt:U't. for 
fllrth,'r inf(lrllmtio\l r\lllt','rning )'our n''''I)On''t'li in thioS fJu(·"timll1airc, ~umc ---. 
Tith· .. - - ,Addre''':' ...• Te·Jc·lJbnD(· ~ umht'r _. --'. 
Jo:.r1';1,itJt 

J, "1t·..oiI' :ltta('h n ('''p~' uf ~"mlr ~t:mdnrd tm;.l :I~r('f·ml·lIt.
 
I I" Pll'a-:e :lttlll'lt ;1 ('''IW of .'"lIur l'lt:md:IJd custlldi:ll :1JU"c'I'lIwht,
 
Ill. Plt'USC' :tUIICh a t'UI)" Clf ~-our written pnli('i!':i und procedurt'll, if 8ny, regard­


ial~ tl1f' tr:lIlsmil'l...ie,lI of i:,,,,ul:r-~.b:trch(lJd('r('ulIllllunic:LtiollF to ~·..ur custoll1t'rs. 
1\'. ('I(':l"!l :ltt:trh ('l'pil'S tlf compl:lillts f('}Jfl'."l.'lIl:lti'·I~ of Ule Clltcgoriea given in 

... ·~'lCIlI....• til (IU,':,tinfl 2:!. 
V, I'it'a"!? lltt:l('h :1 Cclpy hf ~'(lur :'( bl'tlull' or fel'll for udmini~trath'eand book· 

1"'('))lnl( ~c'r\"i('f':- re·luting to umilll:tillillg "'l'curitil':' ill Illllllillt'c llt'count8. 
Ml :tll-· ;Il - i 



APPENDIX D-
S-UIPLING lh;TIIODOLOGY, 1976 PROXY SJo:.\SON SURn;y 

It was determined that llpeeifie datft ne('dt'd to stud~' thC' prncticr of r<.'t'nrdinlt 
the oWllership of 8l'Curilies in street or nomin('(' nnnte would bt'llt be uhtninro .. 
through 0. sW'y~y of the eXIK'ricnces of shOft'OWnerll, iSllul'rB, brokers and banks 
during the 1976 proxy season. TherrfoJ'(>, four qUl'lItionnllil't'S \\,rJ'(> delthmed to 
solicit information from tbOfl«' groUps.1 The tftl\k of drawing samplC'R of bnnkfl, 
brokers, and UoSUM'8 tbat would be ndequatC'ly rC'I>t'('llf'ntative of the pol>ulntionl1
and pro"ide l\ basis for \'ulid conclulCioDls was initiated b)' developing approprintcl 
lillt.s from wbich to fll'lcet the tI.'lm»It>s. The lI11ts from which the :(amples ,,'c're 
dra"'n were stratified b)' vllrL'lbles relnted to the il=SUCS in the Stud)'. 

BA~K qUESTIONNAIRE. 

The informnlion for l'lelceting the IInmple of banb WOR de'ri\'l'd from l"llurt't> 
dlltn compiled h~' the Board uf Govf:mors of the Fedl'rtl1 Ul'Il('r"e ~\'l't(,lll, the' 
Fedc'rnl Deposit losurnnee Corporntion ond the.- Office of the ConiptroUe-r of 
the CUl'n'ncy. The l.'llmple "'IlS Rtratifit'd in' lCize of trlll.'t depnrtml'nt n"l'l'lll. 

Tllble 1 ilS the populntion tuble for tbe hnnk "uml>le which ltho"'l= thl' ntlmbl'r 
of itlilUJ'(>d comtne.'reilll banks, the value of thc'ir tntnl trullt. dl'pnrtml'lIt :ll-:'t'tll at 
the~nd of 1974. Rnd the.' totnla!C.ole.'tfl in »l'l'Sollill trU!ltl' and cstnt~ of thc'':'' bnnkl1. 
The percentng('S in thi!; toblt" indicZltC" thut nbout 66 percent of the truti\ 1l1'1'C'tl= 
nrfl held b~· La l>erccnt of the »opull\tion.

In S('lecting n lIample of banb, the goal wu~ to sun'('~' buuks "'hieh poh'ntinllr
would have n lnrge percentngl" of tlhart'K in numil1l'C' namt", and ii, ""Uri thc·refute· 
de-eided to sur"cr n disproportionate share of l:arltC'r blmb. All llttl"mpt '\:t~ 
mad<" however, to obtain a reallOnable sample of smn}Jpf banks in ord"r ttl 
detrnninl' if the l"ize of the bank nffl'Ctf'd Imy of t·he rC;lulls.2 

"fht' :tde(ltl:lC~' of the Relected sample of h:lI1k~ j" rl"tll"ctrd ir Tnb!" 2. 'l'hf:' 149 
respondi.nlt bnnks necounted for 3';'8 !>l'tCc.'nt. of tru~t l\~tlS and 32.8 percl'llt of 
pf:'rllOnlll trulSt nnd l'l'ltnte n~cts of th,' popull1tion. 

TABLE I.-TRUST ASSETS OF INSURED COMMERCIAL BANKS BY SIZE OF TRUST DEPARTMENT, 1914 

(OoIIar 11lI."URls in tIlousandsl 
---- _.. --"-- ­

P"$Onal trus! aAd ftlate 
T,usllsseh assets 

00IIar Percent Oollar Percent 
(millions) Banks value or total villue 01 tolal
Size 'I' Ir lISt departiRfnt • 

..... _.. _..•._- ...__ .._- ---_._ .....--------------_.._- -- .. , 

Over $1.000. EO $215,582,3111 Ii&. ., S77. 525. 280 ~&: 
$500 10 $999.9•••••...• _ .•• ..0 27, «'0. 3E-9 1.4 U, ~ 465 
$2501o~.9............. f1 22.67",737 7.0 13.1S4,3llll 9.3 
$10010$249.9........................ 159 2044,176 7.6 14.035.933 9.8 
$SO to ~.9 •••_.......... 187 13. 361, 2!9 4.1 8.138, 930 fl. 7 
US to $49.9.. 267 9. C&5. 08J 2.9 6, 58'J.8\ll) 4.6 
$10 to $24.9 _.. 418 6. 741.451 2.1 4,627,6<7 3.2 
$510$9.9 _., 3!J6 2.568,"'5 .8 UOo4.036 1.3 
Less ttlal\ $5•• """" " •.•••••••••. , 2....9 2, 103, SCI .8 2.135. 139 U. _....- -_._--_.._- ----_........ __... -. _...._-_...-- .
 

Total.......................... 3,999 325,321,392 108.0 142,614,. 100. Ii
 
- - .. 0- _ .... _. '__ " _...... . ...__ ._--. - ­

So.Jr:e: Derived !rom data of tile B~3rd or Governors o. the federal Reserve Sysltm, the F<!deral Oe,osll Insurancl 
CcrporatlOll and llIe Office of Ihe Coonptroller o' the ClI"enc:y. OfIlc:e or secUrities IRcMtry and Set'·Re&oJInory EtoIlOIIllU. 
OirectOlate of Economic and PoIit, RtSllICh. 

1 Tilt' 'luI·srlulUi:llr.'l' lIrl·n'lIro.h1M·,lln ....J11lPnrllll r.
 
t Ullf' Cn t'll' PO!I'Il!ial hurot'n or tb.. r"11llrtll\Jl r"'lull't"rr."nr, liO blInk with ul:·I..r to> 1lI11111mlnirnst 1I.........·t9
 

waf 5t':l'('ted for chI.' sun·"y. 

(92) 
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TAILE 2.-TRIISI ASSETS Of RESPONDINa WKS COMPAIlED TO POPULAno,; OF INSURED COMM£ICIAL IANKS
 

IDaIIar llIlOlI'" .. tIlI••••d"
 

SIR of trait dtJ)lftlHllt (dionI) 

0vII1..........................
 Z3 ,".",,100 U.' ~.22I.ClIt 41.5 "	 13 '~171 34.4 U74;547 1$.1
II •••••••••••••••••••••••• • 6. 744:.... 21.1 t~2" 2t. • • OUo •••••••••••••••••••••••• 31 $; !~ 15& 22.3 11K,. 22.6 

10 .t.......................... 31 2,~S46 11.3 1••111 20.0
 
10 t.......................... It ll131 7.r ....1. 1.3
 
.. U.... •••. •••••••••.•.•••••• 6 lit 2. lit 430 2. 4 

II 'S5.::::::::~:::::::::::::::: _ ~ ~~~ _ ~:~ ,..~~~ ~:~I
1011I.......................... 141 11.,657.130 36.1 4&,737,_ 32.1
 

DllIIIr 
Vllut 

BROKBR-DEALBK QUESTIONNAIKB 

'l'be population of brokers for this Itudy was aU brokers that were required to 
file Fonn X-17A-20 with the Commlladon In 1975, which "ro those with gI'OIl8 
rovrnuCfl of more than $&00,000 In 1978 or 1974. 

The N YSE member brokera were drawn from a Rub-population oompOi'ed of 
218 full-clearlng member ftnna carrying customer nceount.'I.1 For pUJ'POllC!l' of 
Mtratlftcatlon, the numb"r of O\b'tomer accounts cnrril'd by ~ach broker Will 
uUllled. As with the eamplc of banka, & Bl'Cater proportion of larger brokeN 
wu sC'lr.ctl"d In order to obtain the ma.umum coverage of brokt'r pro~y operatlcmM. 
Non-NYSE mcmix"r brokc..... "'cro sekocted on the sl1me bMili U NY8)~ membc.·r 
firms. 

The adequncy of the coverage of t.he ReJected sample of broken Is reflcett'd In 
the I'C!l'ponae of 118 brokeN shOwn in Table 4. The 87 feM)>ondJng N YSK brokeorll 
have 87.3 percent of the cUt:tomer accounts of all NY8Jt~ ml"mhen. Tho 31 non­
N YSE broken reported 37.5 percent of their aub-po).'tlatlon'.. cuatolner Bccotmls. 

TABLE 3.-cusTOMER ACCOUNTS OF CARRYING BROKEIIS, IllS 

HYSE carr".. "'-"." Noll-HYSE carrrllll .,..,.-
Pltctnto'	 hr*tof 

CuatolMIlICCOUnII FIrllII Accounts tlItil firms Accoirnts tDIII 

•	 1).0 0 0 0• or 1lIOft.........
 • z,m:m.."""...•..... 3 U	 0 0.....-...... 6 210.& s.z I	 11.7 
112 •••••.•••• 3&	 13.' 5 n:= 11.5...~.....-..... 22 ft. 4.0 12	 25.1 .. .	 2.501111 ~•••••••• _•• 21 til. 2.5 21 1m ILl 
=~ 31 u 32	 IU...........
II _ ••••.•.•.••• 13 ttm .3 IS	 4.0 
laote................. 25 ,. .2 41
 

3t	 0,.................... III	 25 Ii ~l
 
1011I•••••••••••• 211 4,02f, 1M 100.0 HI 314,- lall.O 

• ... TabIe.. 

http:U....���


TAIL£ C.-rIUM8£1 OfC'JITOIIEI ACCOUNTS OfItSfOIIOIIQ lROK£IS COMPARED TO POPULAnON OF CAllYIllI
 
IIOIllIS
 

IIYIE... .......m...
 

- II..... 
ClIIIOIIIr.... CIetoIMr ...." 1tlNIIlII-­

II r'tlCInltl tI ,.....tI
e:atIIIIw..... ..... II..., ........... .... ........ ........

=01'........... t 2,"". 110.0 0 0 0
:11········ 2 iii 7U 0 0 0II.: ........ • 1:: 1 II .... 

II ~•••••_. 11 3 ...," .-........ 10 II II ...lito .......... 11 1m 
•• 37.2

I . . ......... II 7 2U" -............ 5 fIlS :::: 5 foil 24••
101.. _ •••••••••••• 10 3 IU 

ToIII•••••••••••• 11 a.'1f.Z71 17.1 II m••1 37.5 

SouRe: JoInt ......,=u4 X-17A-20 ItIpIrb. OIICI IfStctrltl.. lndaby III'Self·......., ECOfIOIIIIa,
Dlredafatltl ~ ... ItIMIIdl. 

ZUVER qVElTJONXAIRB 

For the nOll-homoacDeoUi ]KII)U1aUon of l8auon, a aample .traWled by the 
number of common ibaree O\ita\a.ndlq WIll ~ to 7Icld a more reuable 
indication of ~ ~ than a random eample of u.uen•• The eoure8 for 
compiling data for \tie population and IUDple of iieuera w.. Standard & Poor'l 
Investor ~tiltioa1 LabOratol7 (ISL) which ~ded clata for 2,500 oorpoI'aUona
Ii_ted on the NYSE or Ames. 'the NASD w.. the lOurce for the clata on iIIuerI 
"'boa!e securitD are unIlatecl and quoted on NASDAQ.' Included amODl u.. 169 
reapondenb are 127 NYSE and Amox liated co~raUcml and 32 comp8Dies 
quoted on NASDAQ. The 32 NASDAQ comraolC!l_Which wore IOlootecl b1 ualDg 
a random number table, account for a \ota of lw thousand rocordholdOn 8Dci 
J99 mllUon common aharee outetandIDg. Tho common Mares of the 127 ~g 
NYHE ond Amex"'C1'lJ account for cla"CD IMJrCCDt. of the common ahareIliItecl 
on tho two exehanps.

Tho adequa01 or tbc_aamplo itt IUpported by tho atraU8cat1on varJabJea. For 
t'umple, "'bon Ute 127 Uatcd l8auer. are comJW'C(i with tho ~ulatlonL!t can be 
Peen that. tho alAmp)o captured 2li perceat 01 tho iIl8uen witti over luu mlllion 
I.ted fllu\rcfs and 36 IMtl'CClD~ of tho common abAroa outltaDdinl. Among the 1Ub­
l)OpulaUon of iadut'l'lIWlth 70-100 mlWon aharua outlltandlnl, tile sample captured
12 Pl"l'CC'nt of tho idaUenl And elovon pctCeIlt of the common sharea outataDdiDS. 
WhUe the lIIlmple Ctll.Jturcci a lCllS~1 ~tase of tho common ,bares outetandlng
in tho 10l\'er nlllgc 01 the comlnon abare-tliae c1aaleA. it nevertholess captured a 
l'C'a.."onablo I)roportlon of the iHKuera in tbelle classes tor analylds of tbo etteote of 
iJilSuer alzo on proxy olX'ratloDs (MOO Tablo 6). 

\ 
': • • 

8HAR...'OWNKR QUA'l'IOKNAIBS 

The distrihution of qu~tionn8lreato Rharcownera waa accnmllllHbed by routing
tho qUCJ>t1unnairca tbr'Ou.h participating bluers who distributed them in oon­
junction \\1tb the dif\tribution of ~clr annual roporta and proxicl. Nbmy-eeven
jlll;uel'll "'ere IIltked to diIIt.ributc Kharcownl'l' qucstlonnall't'8 and 96 actually
d.1stributcci them. Tht- iMuC1'8 wan provided with a quanttty of aIuu'eowncr 
(IUClitlonlUlircls proportional to the number of Ulclr I'l'CClrdboldeh. Along with the 
qtK'atJoonalres tho ~rs recc.ived inatructloDS lUI to U\e nwthod of allocating
their supply both to Q sample of their interfn('dlary n.acordhotdent and to a 6Oml!le 
of tbelr lDdIvldualllharehoideN. (The in8trucUoRfI are reprodUCt'd in Apppndlx C.)
Thoee intermediaries which r~l\red a supply or 9.,.uestlnnnnirt!ll from _UeN were 
allo liven InsWCtillDll (reproduced hl Appendix q lUI to t.he mot.bod of eelectlng 
a IllUDple of sbarcowncn to ft'Ct"ive queetionnairea. Abont 100,000 queaUonnairet 
were diaVlbuted and aImoAt 26

1
000 abareOWD('J'1I respondt'<!o Approximately 2,000 

queetlonnaires were not used or atathftlcal purposes due to iDflUfBclent data. 
I ItWGUkI haftbfen ~b1ece",am,tbt~by IhtI numbfrotmordtullcl..,..hut Udslnfariaadea 

WIt not .ftllablt In a _ltIhf-l'C'tldab.. format. On lI......or Ih••m"'" CI' r~"'1Nutn, tM ClCIftIII,. 
U••UlO.tIel.lltbtt...Hn t.... numl»roflW'Ordhnlclfr..ndlhar8out"..lfII1'C WlaS.976.tiUllrallatlJlat.... 
ClGtlltandtna ...u ..nUlllly u ,GOd alll,..lfkoatlnn ............. thf nunthn 0' fet'Cll'dhillden. 

IN A8DA.Q It an _ron,.1D for the N ASD AUlonlattd Quotations S)'StfUl. 

f 
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TAIlE S.-COMMON SHAlES lSSum AND OUTSTANDING or R£SPOfIOIIIG ISSU£IIS BY ClASS SIZE COMPARED TO
 
POPULATION OF NYSE AND AM£)( lISTED COMMOII SfIQfS
 

p...........
 

ftYSI ifill AMEX Iitili' ,.,... 1Iapon_."0IlYSE IlId AMEX .11I 
N._oJ!II..... "e-...,.. 

Itlllllllt 01 ~ II........ ""'. .
Ptrctnt...:f (IIIolI-=~== 111I"................
.....-..........•
 
--.......
1..to11_.......
 

1 = ::::::::.. ........•

"a·········51" _.......
= .........
.. lIr······..


II" =:::::
1110 Mr•••••••• 

T................ 

....... IuuIrs
 =-~ 
0 I 2.7 

I 2.t 
t.it ld:= 11:1 51 lim uiltlAl 12.7 u 

214 t •• 17.1 l: 
III 12.1 7 Uti Uf",;lr:(5 to 0 0 0 
27 5.Z 4 177774 IU 
24 5.1 2 U 
12 1; II U ~IU )tot~I·' III a.s IUIi3 tit Ll 0 0 
s 12 

20 3,172;1: 15.5 5• 1,332,.1 at. 
t. 23, 7lIt. 710 IlIIl.l 127 2,"733 II.Z 

.A!ac:IutIH ..........1Itn IfI ..., Issull'l ...... COlIllIIOn IIacII WII ..., IndfcaW II IlI¥IaI ,.. votIllI
 

J:-.i.":t"t::.==~~~tIcaI Labor.". 0IIIc. of SectrlUts I....." .... StII-IIt&uIltol1 EceaotnIcs, 

I~erN' tho se1ectlon of IndlvlC1uN mAreoWDel'8 was made on a syatemat.lo 
.am 01 ~ .. oPDOSed to a random sampling buJa. For example, If an "uer 
or atermedlai'Y baG 6,000 individual Ihareownen who would receive proxy
materlalal and &00 queatlonnalrea to distrlbuto among them, the lNuer or Inter.. 
medi~ W8I ..ked to send a q"1estlonno.lre to every tenth name on an alphabctlcal
JIst ol 8hareownerI. The lame amJ)Ung method wu to bo appUed to any olober 
f,ype of liatIo, .. long II tho resulting aampe did not create a concentration of 
ahareownera UIocIAteil with any Identifiable segment of tbe population, aueb .. 
the amalleat or JIU'IOf, abareownet'8 or sbAreown('J'S 'rom a particular region or the 
country. 
Control JWOCfIIuru 

Each of the bank, broker and Is.suer umplCII was ·jivlded Into t.wo 8Ub-etunples.
One .lb-lampto of each group received advanco notice of tho· survey in orelf')" to 
obtain their c~tlon and to advise them scnerally as to .'hat dil'" would be 
requeeted. The Other ....b-sample of each Il'OUP was designed to eerve .8 a control 
group. Theee "non-not.lfted" liub-aamplca wnrc eom()OIlt.'(f of the 88me number of 
ent.ltlca .. the "notlfied" lub-aamplea, and tMir membera were ae1ected 80 as to 
mirror as neatly as practicable the diitrlbutlons J'O}lI'e8ODted by the notified aub-­
aamplee. There wero no major dlft'erenooaln tbe roa~rat.ea be\ween the noWled 
and the non-notlfled .,b-samples. Of the f.C8POI\d1DI boob, .8 peroent were Don.. 
ootlfied; 52 ~t of the reepondJng brokel1l were DOO-llOtifted; and.3 percent
of the ~diDgiuuera were noD-notified. With reptd to the tlmeJlD" of traDII­
mlttal of abareowner eommunlcatlon8t tbere were no IIptflcant ltatlatlcal dU­
ferencea in the rCllpoJllJC8 of the ootiOca and oon·notlfied aub-aamp1el. 
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APPENDIX E
 

BROKER RF:&POXDKN'l'S' 

Adam", IIllrknCH!f" lilli, InD. 
Amorlcan Paclfio Securities CorporAt1~n. ..
 
Adveat
 
Bache lIalN!1 Stunrt Inc.
 
DacoD, Whipple" Co.
 
Baker Watti" Ct).

J. a. Barr. Co., Inc. 
~ K. SaUDI .. Compnn,-, Incorpomtcd.
 
Becker Securities Corpomtlon

Beckman. Co., IDC.
 
Bellamah, Neubft1ll4t'r. Bonett, Ino.
 
Birr, W'lbion" ("..n., Ino.
 
William Blair" COI11I)on)'.

Blyth Eut.man DBlon " Co., IncorPOrated.
 
B<*worth, SuHlvAn. Ccmpany, Inc. 
J. C. Bradford. Co.
 
Brow.., LMo. Mftl'lChnJl, Incorpomwd.

Burbank .. ee.mpnn~ Inc.
 
BUyK-MaeGregor. \.iOlnpnny.

Cantorf Pltagerald" Co,. Ine.
 
CoUn( locblitbl Co.
 
Conn ng .. Company.

Cowen -' Compan)·,

Cralg-Hallurn, Inc.
 
DAvC!n~d Ie Co. of Virginia, Inc.
 
R. G. DloldDllOll" Co.
 
UlUon... Read Ie Co., IIIC.
 
Holt « Co., Inc. 
Hl'fi'Xol Burnham" COMj)Rny, Incorpomted.
A. O. EclW'olI'CW" Hon!!, Inc.
 
F.JrftlM, Goldman" PAgt'I, Inc.
 
Jt~ppler, Guerin'" TUrnt"r, Inc.
 
Fi1mestock .. Co.
 
PaulknerJ..Dawkins" SUUb'CUl, Inc.
 
Ferri" 4: \.iompany Inc.
 
The Flnt. .8oIIton C;;Mlratkln.
 
)'oswr Bros., WE-berkeo., Inc.
 
Froe~ JoIaDBOn, Read 4: Smith, Inc.
 
OoldDWll 8aetia " Co.

GranprcCo. ..Gnlnta1 4: Co.
 
Hanlten, Imholf • Samford, loc.
 
Hna" HecurlUeft CofJ:oratlnn.
 
Jlllzletl.~Burt'" WRtMonJ Ine.
 
Urine, .-Ishbeln. Co'l Inc.
 
lIendcl'llOD, llarri90n c Co.
 
IUliet Co.
 
Hinkel Northwellt Inc.
 
lIopper Soliday" Co., Ine.
 
Jlornblower Weeks llemphill Noyes Ioc.
 
Jo~. F. Hutton 4: Co~paoy, Ine.
 
The illinois Co. McCormick, Incorporated.

loplla 4: Snyder.

Intcntate 8ecurltiee Corporation.
 

I AI .....It 01 feelmleal dUleuldfl, tbtlol'ormatlon Illbmllted b, u"....1of tbo mpont!ent. vIS 00& 
1DC!1acltcI11l die...., data. 
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In\'l'8ton Financial St-rvices., Inc. 
JanJlt>1 Montgomery Heott Inc.
Jefferies. COmpany, Inc. 
JOfJephthal • CO.
 
Kt'efr, Bmy('tte 41: Wood", Inc.
 
I(ldder Pl'l\body 41: Co., Incorporated.
 
11. S. KIJmIs 41: Co.
 
](Irkpntrlck, PC'ttl", Smith, Pollan Inc.
 - Kuhn, Loeb 41: Co.
 
IAddlAw.Cug~hall Inc.
 
Lnlnrd }'f(.'rC'lI " Co.
 
JA'hrnnn BrotbC'1'R Incorpornted.

B. J.l~mllrd" Comp.my.
 
~){"l't'(J, l.>t>Nt'Uftlzc" CO., Incorporated.
 
)...('h, Uhondetl " Co.
 
Mabon SUgt'nt" Co. 

• Moy, CtlUUln, ltuglftnd 41: Brlttnln, Inc• 
Mcmtl I.,,"cti, PWrce, Fenner 41: Hrnlth, Inc.
 
l\tl'lllrow &: Company.

l\'licIMuth\\'C'Rt tlccurltiClJ, Inc.
 
l\litehC'if, lIutchlM Inc.
 
Mool'd & Cnbot.
 
l\!0l'Rnn Ohn~t(·ftd Krnnl'dy & Gardner Inc.
 
1\I(lM('I('1 llnUgnrten 41: J':Stnbrook, Inc.
 
N('ulH'r~r anCl Berm"n.
 
W. II. Nt'\\"boJd'a &n" Co., Inc.
 
Thr Ohio Cmnl/ftny.

01.... " Co., ]ncorl)()rntf'd.

OIJIH'nhl'irnff &: Co. Inc.
 
]JoIO(', W{'bb('r, JnckMlm &: Cllrli~ Jncorporntl'd.
 
11. M. IJIl)'llun &: Co.
 
ll. O. pf>(·t" Co., Inc.
 
Pel'llhing &: C0'l Jnc.
 
Prt'l4COtt. Ball & Turben.
 
PrlnCt'-Cr.\,('y &: Compan}', Inc.
 
Quincy CIUiS Alt-oaoclntoft, Inc.
 
UnffClll'lwrgc'r, IlughN 41: Co., Inc.
 
Uoymond, JnmOlt " ~OCJlltcl, Inc.
 
W. n. U('U\"('" 41: Co., Inc. 
J. W. ltl'dmond 41: COmptlDY.

Uc)'nulds ~uritll'M Inc.
 
The JtIJbln~n-llumpbreyCompany, Ino.
 
]wtnn 1\I0fI1e Inc.
 
tltllkln, Wrlch. Co., Incorporntl'd.

Hc.olmrft' • Jonl'l' Inc.
 
~Jtt & ~trln~l'llow, Inc.
• J•• W. ~'liginan • Co•
 
~lwaJ'Kon llll~'dl'n Stone, Inc.
 
~hitold..f ~lnd(,"1 Rolund Incorl)Onltl'd.
 

•
 ~u'm, Lllllrr '" Co.
 
~tillmRhl ~In~'nnrd • Co.


• ~t1x • Cu., Inc.
 
~tltrn '" C'l. Inc:orp-orntl'd.

HMlry F.l't\\ift" Co.
 
TholllAAD &: ~lcI<lnnnn AuchlnclOl'S IIohlmeyer Inc.
 
TrAub nnd Company, Inc.
 
Tro»ter. ~iDKcr " Co.
 
Tru.'trl'd FlIncbc, Inc.
 
Tucker Anthon)' '" Jt. r... nay, Inc.
 
Burton J. Vincl-nt, Chl'Rlry'" Co. 
n. c. Wllinwri"h~" Cn. 
Wntcl'li Pnrkl~~on & Co., Inc.
 
Wn)'nl' IIUtrlmpr 41: Co.
 
Wdlingtun & Co.
 
Whit.., Wc·ld • Cc,mpany Incorporated.
 
WiL'4IlD-J)Il\'ill '" Co.
 
l>t'nn WittC',.. Ccl. Incorporated.

VI.,mK. l'Jmith 41: }'enc:oek, Inc.
 



APPENDIX F 

BANK RUPONDEI\.,..' • 
Akron NaUonal Bank nnd Trust Compau)·.
 
Alamo National Bank of KI\n Antonio.
 
American Bank and Tnlst Coml>any.

The Amerlean National Bank of )rn\'Cr.

The American NaUGanl Bank of Ht. JUllCph.

The American National Bank Rnd Trost Caml>an,' nf Chicago.
 
Amcrlean National Dank and Truet ComllAny of \Vaukcgan, IlIIno1fl.
 
American Stocurity and Trult Comp-"n~', N.A.
 
AmOlkHl NaUoDlll Bank & Trust Co. of M:meb('lllll'r.

Ann ArbOr Trust Comp-A.,)·,
 
The Atlantic National Dnnk of Jnckllon\·IIll'.
 
AttJeboro Tnalt Co,
 
BancOblo/Ohlo Natlonnl Banlt.
 
Bank of America, N.T. & S.A.
 
Hank of ClArJudale.
 
Bank or J>ela,'RJ'('.
 
Bankers Tl'U8t Compnn~,-NC!\\' York.
 
Barcia)'. Bank of Ne\\' I'ark.
 
BayBank :\ferchantlt, N.A.
 
Boi'bhlrc Dank & TrW't. Compnm',
 
Droward :-lntlonal Bank of Fort. taudrrda}t'.
 
California Canadian Bnnk.
 
California Firat. Bank.
 
Central Cnrnllna Bank Bnd Tnl,t CompaD)"

The Cent.1':lI National Dank of lUehnlond.
 
(',ontury FlrKt. National Bnnk.
 
The Ctiarl~ton NaUonnl Bank.
 
Cltlbank.
 
Tho Citizens and Southrrn ·Nationnl Dnnk.
 
CILlJetl. Bank & Trost Compan)"

CitlacnR National Bank.
 
City National Dank of D~roit.•
 
Commerce Bank of Springfield.
 
Commerce Union Bank.
 •
Commercial Bank. TN~t Cnmpan\'.
Commercial NationAl Bnnk. • 
Commercial National Bank of Pcorln. 
Conoord Nationnl Bank, \ 

~.

('..onrad National Bank. 
Continental Bank. 
ContlnentalllllnoiJI National Bank nnd Tru"l C(Jmpnn~' or Chicago.
Crocktor Nntlonnl Bank. 
DepOIlitora Trullt (',ompnn\·. 
]~n National Bank Clnel TruRt Camllnn)·. 
J~lIi8 SnruMn Bank nnd Tnlst Compan)'• 
Equlbank N.A. 
Tile Fannel1l Bank. 
The Fld..Uty Bank. 
Jo'irat-Citfacns Dunk" Trust. Compan)'• 

I All • \'C'SU11 of tflC'bllll'81 .Uffieultlt". Ih.. lafonn,lIon ~uhnlftll'll h)' 5l'VC'Il.1 of 1M rtl'JlOlldt'all • ., oot 
IQclud~In lhf '"Un...)' ...... 

(98) 
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Flnt City National Bunk.
 
Finst K..ntuck)' Trust Compnn,',
 
}'irs'" National BAnk and 'rru.t' ComJlRn,' of UnC!oln.
 
The FIfIIL Nl1Uon"l Bank and Trust Compnn)' or Tuh!l\,
 
l~ Nntlonnl llnnk in DalllUl,
 
Fil'llt Nationnl Bank in Grnnd Forb.
 
Flm National Bank In Wichita.
 
"'I'llt National Bank of AIlcnto\\-n,
 
The Fll'$t Nntlonal Bunk of Atlanta.
 
Th.. Ji'lnt Nntlonal Bank or Bolton.
 
1,'Iret National Bank of Cenil'lll Jcree)'.
 
Tho First National Bank or Chicago.


•	 The Jo'iret NatloDftI Bank of Colorado Springs•
 
.1ret National Blink ur Commerce•
 
•'Irs" Natlonnl Unnk or J)ono. Ana COUllt)·•
 

•
 
•'il'll" National Bank of Duluth.
 
The It'r.t National Bank or J';1l8lt'rn Pe,aM)'l\·nnin.
"'rst National BAnk of Fort Worth• 
Flpt National Bank of JackllOn.
 
The Firet National Bank of Kansas City.

Jo'm National BAnk ot Maw,·lnnd.

1'he Firat National Bank or Mount Dora
 
.'1fllt Nutlonal Bank or PomPAno Bl'nch.
 
Flm National Bank of Toledo.
 
Finlt National Bank of Topeka.

First Sccurlt~· Notlonnl Bank or Beaumont.
 
11M ~1ll'CR Bank and Trult CompaU)',

'to'im Trust Bank• 

•
 

•'Int Union National B:mk of North C:,rollnn.
 
}'irst Wlscomdn Natlonnl Bank of Madison.
 
Jo'ort W~lne Nntlonnl Bank.
 
Full.on Dunk.
 
OllrdM, 8tllte National Bnnk.
 
Hartford National Bank nnd Trust Compan~·.
 
HUUlton Natlonnl Bank.
 
Irving Trust Compan)·. •
 
.}Il.per County Mllvinp Bunk.
 
K(>lloM~Citl&en8 NRUonal Bftnk or Green Beay.

Klnpton TrwIt Cmnpanr.

I", Oran~ Htllle Bllnk.
 
IA 8allt' Natlonnl BPnk.
 
Uberty Nntionill Bnnk and Trullt Company of Louisville.
 
Uncutn Natlona] Bnnk and Trust. ComlllUly.
 
l.ouitlvillc Trtl!lt. Bonk.
 
M & I Amt'rlenn BlUlk ftnd Tnut Compony.

Malden 'rru~t. Company.

Manufnct.uJ'(·n Iftlno\'c'r Tru!lt, Company•
 
:\fllnurnd1l1W1 Nat.lonlll Bank or Dc·trolt"
 
Morin.. Midlnnd Bunk.
 
Mnn'll\nd N~tion"l B.ank.
 
~lerCanti1c National Balik 01 Chicago•
 ... Mcl'Cftaatilc National Bank of DaUa.'4. 
~1t!rt"nrlti1e-SRfc I.>t·PQl4it. & 'fru);t, Company. 
Mt·rthantlt National Bunk and TnlMt Compnn)".
'l'he ~(('rcbant15 National Bank of Muncie. 
Sutional Uank and Tl'UJIt Compnny 01 Calumhul:l, nl.'Orgia.
NatiuDla] Bank and Tn,-ct. <:ompany of South Bend. 
National eornmerchl1 nank and 'frust. C-ompnm'. 
National &vtn~ and Tnt"t. Company. ' 
:-;'orth Carolina NaUonal nank. 
~orthl.'lllCt llank nnd Trust C()Jnpnn~·. 
Northt'rn Centrnl Bnnk. 
"he Northl.'m Tna"t Company.
:';ort.h\\"(."tt'rn l;nlnn Trul4t Compan~·. 
'l'h(' Ohio Citlz('us 'rna,;t CnnlpllDv. 
Old Kl'nt Ib,l~ and Tnl.'4t C(lDlp:iIt~" 
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Old National Bank In Evansville.
 
Paclfio National Bank of Washington.
 
Peoples Banking and Trust Co.
 
l)coplcs National Bank of Washington.
 
Peoples TJust Bank.
 
The PhlIadt!lphla National Bank.
 
PittR~h National Bank.
 
Ju-publlo National Bank of Dallas.
-- San Diego '.1'rwJt & Savings Bank.
 
Hears Bank and Trust Company.
 

~. Security Bank • TruRt Co.
 
Shawmut Bank of Buaton, N.A.
 
Hoolety National Bank of Cleveland. •
 
&uth Carolina. Na.tJonlll Bank.
 
South Shore National Bank.
 
Southern Ohio Bank.
 
State National Snnk.
 
Sterling National Bank And TrtJllt Cumpany or ~C\\' lork.
 
Knburban Trul't Company.

Sun Flnt Na.tional Bilnk of J..cesburg.
 
'fnlsf, Company Bank.

lTnlon Bank.
 
Union Bank and Trust Compa~" N.A.
 
Union Flnt National Bank or \\ ,,!'blnltton.
 
Tho Union National Bank of l)itt.lsburgh.
 
UnltNI Bonk of Arilona.
 
Unitt.od Bank of Dt-nvcr N.A.
 
Unltc>d Bank. Trust dompun~"
 
Unltc>d Penn Bank.
 
United States Trullt Compau)·.
 
United VirginIII Bunk.
 
Vullry Fidelity Bank.
 
Virltlnln National Bank.
 
Wnlker Bunk & 'frust Company.
 
W(:!JIJ Jt'argu .DaUlk N.A.
 

.....
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APPENDIX G 

1&8Ut~R nt:8I'OND&N'l'8 I 

ACF Induatrlcs, IncorporaU!d.
Alaska Intentato Company.
AIIh!cl Thennal COrporation.
 
Ambao InduatrlC8, Incorporated.
 
AMCO I'~n~ Co~rMlon.
 
American BlltrJte, IDe.
 
American B".lnelll Products, Ine.
 
American Expreaa Company.
 
American BteriUBer eom~y.
 
Amorlcan Telephono and Tcl<'lI'aph Company.
AmorlcanUnderwriters, Inc.
Anchor Hocking Corporation.
Andel'lJ<'n Laboratnrietl, Ino.
Anbcuaer-Duaeoh, InCOl'pC!ratC'd.

Tho Babcock. Wilcox Compan)'.

Barbel' 011 COrporation.

BaulICh • Lomb Ineorpc>IAtecL

Beacon Photo tJervlce, Inc.
 
The Bethlehem COrporation.

The Boeing Company.

Bonanza International, Inc.
 
lbtnn F.dillOn COmrany.

CMtle & Cooke, Inc.
 
CclanC8C COrporaiton.

Central Maino Power Company.
 
Certain-teed Prucluota Coproration.

Chemetron COrporation.
Chicago Milwaukee ('.orporatlon.
 
Cbtcago Pneumatic Tool Company.
 
CbfItOn COl!pOration.
 
Chl')'sler Corporation.

Cincinnati FlulDcla' Corporation.

Commerce Group Corporation.
Community Public S<'mce Company.

ConaoJldatCd ACC08IlOriea Corporation.

Con80Udatad F.d1BOn Company of New York, Inc.
 
COntinental MateriaJa Corporation,

Conwood COrporation.

Cordon Intenlatlonal CorporaUoli.

Dl'Crc 1\ CompaD)".
 
Delman'. Pt'weI' • Lipt Company•
 
DfoIlwood Foods Inc.
 
DEN-TAJ.,.EZ, ~nc.
 
Diamond International Corporation.

Diamond Shamrock CoJ'PC!ratlon.
 
Downe Communicat1ou, Inc.
 
Duke Power Com~y.
 
E. I. du Pont de NemouJ8 and Company.
 
EASCO ~tlon.
 
Euor ExpreM, Inc.
 
.Elect.ronic Ae8Oclates, Inc.
 
Fanat.l Ino. 
Ferro Co1'pOl'!tlon,

FllShtSalety International, Inc.
 
Oainble-8kogmo, Inc.
 

t M a rent, 01 tech..1 c1tIItUltJet, the IDlDrmatloll .bmlttrd bJ ,"",I of lbp feIIlGIldftltl wa dOt 
IDeIacIed In ....1IIrnJdata. 
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General Cable Co~ration. 
General Electric COmpan..1.
General ShaJe Products Qorporation.
Georgia-Pacific Corporation.
The C. R. Giblon Company. 
Gleason \Vorks. 

- The GOlden C)'cle Corpratlon.
Graco Ino. 

.... 
Graniteville Company. 
Groat W8/Jtern Fln"ncial Corporation• 
Guardian Chemical Corporation.
lIaze1Un8 Corporation.
llMW Industilos, Inc. 
llotrman Electronics Corporation. 
110111' StlPl' Corporation.
Homestake Mining Coml)&"Y.
Imperial Corporation of Amcric:a. 
INA Co~tlon. 

... 

Inland Steel Company. 
ID8tronCo~tlon. 
Itltcmatlonal BuelDe8S MachincR Corporation. 
International ProtelDi Corporation.
Interstate Branda CO!POratioll. 
Jowa Publio Service Compan)" 
Johnson'" JohD80n. 
Keystone Fonda Corporation.
King Uadio Corpora'Uon.
KRM Petroleum Corporation. 
The Lamson'" Scsslona Co. 
Leettona Corporation.
The LTV COrporation.
W'daD, Inc. 
JJykes Corporation.
Madison Gu and J<:lcctric Compa.,y.
Martin Proc:easIng, Inc. 
Mi~pn Gas Utilities Coml>any.
The MlIler-Wohl Com~ny, Inc. 
Minnesota Mlnlng and Manufacturing Company. 
Minnesota Power ... Light Company.
Mirro Aluminum Company.
Mol)·corp, Inc.
Montana-Dakota UtUltica Co. 
Samucl Moore and Company.
Mor-Fio Industries, Ino. 
Montana FuoI Sup-PlY Company.
Moxie Industries, Ino. 
Nationwide Homes, Inc. 
NCR Co~ration. 
Nortck, Inc. 
Northwcat Xn~!,gy ComP!'ny.
Northwestern Financial Cor~ratlon. 

. 

"North\VClStern National Lifo Insurance Company. 
Ohio EdIson Com~.· 
Old Fort lnduatrle.. Inc. 
OVerDll!ll' Corpol'atlon.
P&eifto Power" Uaht Compan)'.
Pan American World Airwa)'&
Park E1octrochem1cal Corporation.
PASCO, IDe. 
PeerlesS Tube Com~!. 

) 

Pennaylvania Power ... Light Company.
Perini Corporation. 
~j)8 ~ Corporation. 
PbiUI~Van Hcuacn Corporntloo: 
Portee, Ino. 
Potomac Electric PO\\"Cf Company. 
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Ra~d Intematlonal, Inc.
 
ROA~.Uon.
 
Revere ~ and BI'8II Incorporated.
 
1\. J. ~ IndUltrles, Inc. 
RobllD ~ Ino. 
RoobeIter au and BIectrio Corporation.
RoabeIter TelePhone COrporation.
Rookower Brot1len Ino. 
Rowan Com~ Inc. 
Rubbermald IDO!I'POI'&tecI. 
S81ewar ~ InOorpcpted.
8oovII1 Kanul~mpanr. 

~1ncl~Do. 
Sbira Oom~1Do. 
Bolla-State Tealm01oD, Ino. 

•
 South CarolIna EIeokfO at OM CompAny.

80utberD AInra...Jl, 1Do. 
The Southern OODDeotIoUt OM Company. 
~ 0bemIcal Compan:r.
sterIJu Storti Company, Ina. 
SuD OIl OoD)pany. 
Super Valu BtoreI, Inc. 
~brOll CorDoration. 
Tenneco OIeboro Company, Inc. 
T~@Y ~eerlDIJ..Iilo. 
TIle ToledO EdJIon· \iODlpD.lly.
Toppe Chewlal Gum Incorpomted.
TranacoD JJaes. 
Trans Union Corporation.
Trlaoalo Induatrlcs, Inc. 
Turf Paradlle, Inc. 
Union Bancrop, Inc.
 
United Park aty M1nea Company.

Unlted ReflnlD._Com.PADY.

United States n&er Corporation.
United States OfPIIUJD Company.
W.rd FoodI, Inc. 
Tbo Warner & Swasey Company.
The Weatherhead Company.
Werner Continental, Inc.
The Weat Company" Inc. 
WeAtem Air Unes, JDC. 
WJlIamette IndustrieA, Inc. 
F. W. Woolworth Co. 

• Xerox COrporation• 

. , 



APPBNDIX H 

.~ MANUAL roR PROXY SoLIClTA'fION 01' 8'rocnc; IN BROKER8' NAIIKI 

(Pref)lwed as • join' report of ,he folJowlq o~lla"ons: American 8ocIe~Y' of 
COrporate SeCreta,rk,s, Inc.; The AmerIcan Stock Excbaue.1Do.· The National 
.AuOcIa~on of Securities DealOftL.1Do.; The New York S.ock BlOhaop, 100.; 
Securl~ea Industry Assoola~n, ,ebruarr 1916.) 

IN'tRODVmON V· 
The purpoI8 of thia MlUlual fa to promote the use of s~dard forma and 

praotlcea in order to fac1UtAte IOlution of the problems arislng In the handling of 
proxy eoUclliatloDl, create better ftDancla1 publio relatiODl, AIle[realise II maximum 
representation of Iharea in brokei'll' and o~her nomineo namCi at meetlnp of 
atookholdeJ'llJ. 

ThIs Manual has been prepared as II joint repon by the American 8ocI~y of 
Corporate Secretaries. Ino., The American Stock EltCbanp, Ino., The Na~lonal 
AaaOcIation of Seourltles Dealers, Inc., The New York Stock Exchange, Inc., and 
tbe Securities IndustrY' Association. 

I. PUBLlClTT 

Immediate newspaper publlol~y should be given to tbe calling 01 a meeting of 
atockholdera for tb8 pu~ of acting upon any ma~ter affeotlngln any waY- the 
rights or prlYllegea of stockholders or any other matter not of routln. nature. Such 
pubUoity should, or ooUI'88, deeoribe ttie matter to be acted upon. U ill recom­
mended tba~ a mi"imum 01 thi"" .". 1M aUowetl bet"",, 1M ricortl date cntl 1Mft."",., dat, 80 as to live amplo time for the IOllcitation of proxies. 

II. NO'lICB '1'0 UcHAHOU OR HAID RS: STOCKHOLDER IIBE'l'I1fOI OR COMun. 
A. 8eoctMW., """i••-The EJ:~or the NABD should be pven p~mpt 

notlce. in wrltlq, or ~ o&l11nl of any_meeting of .~boldera.8ucb notice lbould 
be reeetved by the EuhaI)108 or the NASD not latet thaD the tenth calendar day
prior to the date of record (or the olOling of the Wansfer boob) for determination 
OIstockbolden entlt1&d to vote ., the lDesting. Suob notloe ahould indicate the 
date of the lDesUnlt tbe date of record for determination of st00kb01den entitled 
to vote, and describe ~he ma.ttel'll to be voted upon at the meetins. . 

If the transfer boob are to be olosed In neu of U1e takln, of a record or stock· ... 
holden, the notice aball state the date of reopening of th8 boob .. weU .. ~he 
date of their cloeing.

B. Oo",""'.-8I1ould a ~rporatlon deit1re to UtlUlO consents In neu of boldlng
• special mooting of .tockboklera, tile ExohlU1gelt require the followinl orlteria 
to tie obeorvecl: " 

1. A record date mus~ be uaod. 
2. "Ccmaen'" material mU8~ be Hot to aU sbarobolden. 
3. ~te action ill not to be ~en until tho IOUoitation periodbae

expired, eveillf the ~ulred vote is received earUer. 
4. A 3O-day IOUciiaUon period Ie recommended and a minimum of 20

dar~~t" material should conform to normal proxy statemen~ dis­
Oh,lIIUf8 .ndardl. , 

n mast he relDeJDbered that tile .ull..... r.,.lre a eorporatlon to h.ld all 
annual.nil.,. S......d eo t. be .10'led 'Mtead ofa .pecial meetl.l. the, ma,
onl, bfl ued with prior appro ofth••1dIa......
 

(U»4)
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W. XO'l'IftOA'I'IOJ( 'f() BROEBM 

The .tanclard fOl'lDl reoollUD8llcled 10 tbJa Muaual have beeIl deslped to-
A. Be ~~ as proxy eoUc1tlng material 
B. Be eIII1Y underitood.by PJ'Ox,' departminta of broke... ftrms. 

"RICOGNITlON- .t NIadU t• .,.,MUeltatiGa Ie ".fGI1aat. T•••• 
It Ie .,... tIIat ... ceIor BLUE fer aD ....Mted tor... The use of "tan. 

... dard fonna wUl JDBure that proXl materllI1 will be proDe••ed more expcdJUously. 

IV. RECORD DAft 
•... 

BrokeJ'lll should be notified of meetlnp 81 far In advance of the record date a 
po8lllble. Ten da)'l llhould be deemed an abeolute minimum, althouK.h longor • notice I. desirable. (NotJfyJngthe brokera 01 a record date doa no. rellove tho 
c~mtlOIlI01 anVftl}orialbfUty they may have for also notlf;yfDg the respective
FACChanpa or the HASD.) 

Broken ahould be notified of thIa record date by tho use 01 a search form which 
abo IetVCl to ~\ide a method for brokerap ftl'lM to order proxy material and 
annual r\-'POrts. (See EdlSblte A and B) . 

Also a lumDuuir.atlOil of all &meDCIJi:utDt (December 197') to SEC Rule 14&-3 
Nld J4r-7 of the Securities Exchange Act of 1934 follon tor your Information: 
" ••• If lUl fIIuer knows certain 01 Its eecurftles are held of record by a broker, 
dt'n1C1', bonk, voting truetee, or their nominees, the faauer must inquire 8IJ to 
whc'ther such record holder Is hoJdlnl on behalf of one or more benefleJaI ownen 
and, II 10, the number of copies of the PFOX1 and proxy 1OUc1t1D1 matorlala (or 
of the Information atateJnent) and. In the ease 01 the ann~ meeting at whleh 
dll'C!Ctors ore to be elecUld. the number of copies of the oonUal repon to eeourI~y 
holdera ncccaeary to supply such materfal w the beneficial owners. '!be i81uer 
must tlK'n furnish sucK record holden wJth on appropriate number of copies
ftllllCmlbled in 80ch a form, and at such a place as each lIuch record bolder may 
1't'8l1onuhly rcquost, nod must_pay the reuaonable cx~ nf each IUch record 
holder, if 80 requuted, for mllDlDg such material to the beneficial owners." 

DE8CJlIP'!'lON OP .KARCH poaK 

(See F..xhIblte A and B In buk of booklet. These can be used 88 a sample for 
your printer.) 

• 

It Ie recommended that corporatloae uae a blfl. douW, fHJ.Ilal card <P.erforated 
to facilitate lleJHU'8t1on by broier) apJ)I'Oxfmately6)S" x 8}i1l for each half. The 
ovcnJzed card 100lCl. JteelF to IDlmnt. IClentiftcatiOil .. proxy material. The double 
card mould moot. the noode oIlDOIt corporatlona and broiera In CODDeCtIon with 
ordering proxy mntorfal And in advialng broken about the tlmetabJe. The in­
formation thull received will enable delivery of proxy II01icJUng material to brokers 
In ndequate time. Of courae. the wording of the lIuaeetecl forma wJD nM ftt all 
lI1watioM. For example, IIOID& corporotloae may have nonvoting .tock, whereu 
others wOl have all ClB8lMl8 of Itock entitled to vote, almllArly, in lOme CIlIIcs, a 
bank or proxl aoUcltlng firm wUl furnlah the pl'oxy material.. wheroal In otben, 
the Secretary I oftlce or tho printer may do so. The wording D&I been drafted to 
cover most C8ICI but. ob"loUa1y may need revillOil In order to meet. a speclfio
lliwatlon, 0.'" II 0 corporation ""1lI a IlCCODd mniUng, Jt. should be 80 l&ated, 
tolCther with the pro~ date 01 maillnK.., Under "DeUvery Of Material to Brol(cra", ploaae mow under ''Scheduled 
J)ate" )"Uur beat cetlmate of the datca you e~t to deliver tM materJaL In 
order to comply with Securitlce and ExcJumge Commi8s1on and the ExchQbgt'S' 
~I it. Ie nCCCNary for the corporation to fui'niah to the broker. for dfst.rlbutlon 
to ewente who are t:ioneficlal onere, all 01 the proxy material ~ the c~tioo 
It eendfDll.to atockholden, including the ~~ and annual report. The Columae 
hKdcd "Dato lleccllved" and ..Date Mailed' are for tho uee of tM broItfon. 

The fDformatioo to be shown under "Sbarc8 Entitled to Vote" Is to be furnished 
by t.he corporation, Iollolring the record date. 

MaWng lnatr'ucUona muatbo complete. Broken mus' know whether the annual 
report Ie to be mailed villa the proxy material or whet.her it Ie to be mnilcd Itpa­
rald,,: also bow tho annual report and tbe proxy material are to be mailed (Jt'int.
Class (lr Third CJase). AIIlO, furniah as much advance Information u popiblo
about. "foUow-up malllnp". 

\ 

" 
", 
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TIl. a••• and p.ODe .........r .a IndIYl••" d....n.ted b, til. eorporatlon

md II. I....d ..... Ie- eo......... re..nta ..... &ddldo.. prol' aiaaterIaI.
 
anDuai r.porg, etc. Inr.....tlo. I......tIaI wilen a ::catteD a.n til. 
"&dUUes 01 a bank t. _leItha. ~IJ ..&erial. tu ~at • mlll& ....ra... 
on die "surell card" th ..... aDd telQIIoae D.mber th Indl'ld.... at til. 
ba. In claar,e or die tolIeltation of ....... 

80m. COfP9rations do not accept telegraphl~roxlea. If so, pleaso lnd·cato. 
-w HOweVftf, II the, are acee~b1e, IlRt the proper CIre8s lor tbelr receipt. 

Further, If the votiDl forelp holdiap may be of Importance to a corporation, 
the cOJ1)OratioD shoul ~vo coilalchlration to making a statement to brokeN a.. 

~ to how tJu, material abou d be I18nt to foreign hoJdob, each 811 by alrmall or relUw 
maiL 

Tho othor part 01 the double card would bo lor tho 1180 of the broker tf, Indlcato 
Its soliciting ~ulremcnts. (Brokers have expresaod CODClf'.rn that dUrlng a blllSy .' 
crox~season clerical omlallions may ocenr. TlWrefore, ~rtleularly when importallt. 

loc 01 atock are Involved, It may be advlll&ble to maintain 1\ pi'ocedure whereby 
a telephone callis made at or about tho record date to any bioker from whom a "WI­reaCIW! haa not thl'll been received, to make abeoiutel!s"re 01 hl8 requlremcntM.) 
A oo~ LiM 0, Broke'. and Bad. (wah name. 0proZI/ coalada), baa been 
dlBtrlbu • It lla namC!ll and telephone numbers 01 proxy CODtacW at brokt-rage
linns and certain banks. It is available from any or 'lie tlpuJ1$)r!ng ftl'lM lilitcd 011 
tho last paso of this pUblication. 

Y. NO'1'IFYINO BROIC&R8 01' SIIARFoS OP RECORD 

As soon as the record hM been takt'n and stockholder accounts are ~tt'd. It 
is Important to ecoll each broker a notice (Exhibit C) of tho number of .hl\1'(':' 
rt'IIatered in its name at the close 01 buslllCflll on the record datt'o TIlilI WlSistA tho 
brobr In ehecklnt its rt'COrM becanse stock may be ont on loan or IL'll!ignrd to 
another firm. By nowlng bow many Ilhares 01 stock are reglstel't'd In Itli nl1lUr. 
the broker can make a more accurate tally and give a maximum vote. 

VI. D.:LIVERY OF MAT.;RIAL TO DUOX.;U8 

Packages of annual reports. proxy statements, proxlcs. etc. sbould he.' 1)1&lnl:' '.mOOled to Indicate thef« ct)ntaln proxy material aud are for Inside delivery. In 
addition the labtal shOll d show the name 01 the cOI')XJratton nod tha mPeting dClU-, 
This wul ...., the broker In locating materlal and alert tho broker to the time 
available lor soliciting. . 

Proxy material sbould not be ...mbled prior to distribution to the brokl'r, 
Envelo&:should be tho right size to hold the proxy IIOlicltlng material to be scnt 
to the rokera' clients. 

It Ie very Important, to facUitate proll\pt handllnf by bro)c(!I'R, that d('U"M'y
01 annual reports and proXY.llOUCitlr;3 material to bro t'N necnr on the aRmp daY', 
and the 8upplementary or addition matt-rial and lollow-up material shonld be 
Identlfted a. luch. 

The auggeeted form or )81)('1 j" IIOt forth &8 ExhilJ!t D. Tho eoJor IIbonld be blue. 
TheJreteiTed minimum alae la 1)%" X 6%". 

8 kit.,., ",4terial Mould 6e dclitMred to broke,·~ aa ,a"1/ a, ,01.111,. to tUIlr'e 
it, flUJili,., {o dum. 4t tAe tame time tlul corP!' -alion malrt, it. direct ",aiU,., 10 

~. 
"dlu,l••. n cannot bet 100 tlron,11/ slre,ud t"4t tlte tim"l/ deli"", 0/ prrZ1l vJ'eolicilin, materirJl to broker. i. 0/ "im. im,o,'ante. 

VII. DILLINO l'ROCF.DCR.:S 

InvolceA from brokers muat set lorth inJh'lduallfi the numbl'r of Sl't,." of proS)' 
IIOlicltlng material forwarded by the broker t.o iM e ienM. the Hen'ice fee incident 
thereto, the postage expen8t', and total eha~. Also the name of the hrokl'rag«> 
firm and its membenbic. i.e., AMl!:X, NYH NAKD. l'te. must be 8t"t forth onI 

the bW itself (See Emi i~ J.t;). It 18 reeomDletldl'd that bin.. from broken not be 
paid until tbe.e itema of inlorlMtioll are 8JM!CiftcaUftfumL.htd. . 

The following are the ra_ 01 reimbUJ'llemont l'f memlK'r-brokerage organisa­
tions for all out-of-pocket expensell, Including l'elUJOnable dericaJ t'XJ>cms1ll. 
Incurred in connection with relY solicitations nnd in mailing interim report" ur 
other mnterlal pursuant to t erulf"S or tho t-;sehangcs: 

( .. 
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50 cents for e..'\ch se~ of proxy m:1tcrial for those mooting'J tbs~ d,) not 
Include a proposal which l'CQuires bt-neficial owner instruction.'1, plus Postngt',
with a minimum of $3.00 for all sett' mailed; 

60 cents for each sct of proxy material for those m('(·tlngs ,,'hlch include 
a proposal r(!clulrlng beneiicilll owr:er in.'1truetions, plus postage, \\'ith " 
minimum of $3,00 for all set., mailed; 

10 cent... for each copy, plus postage, for interim reports or other mnteri:ll 
"'ith no minimum. 

The National As..ociation of Securii.y Dealers, Inc. has also :adopted these 
rate'" of reilllbursement. 

),(ember-brokerage organimtionll arc required to mail out such material 11'1 
provided by the Rules "'hen satisfacwry assurance L'I receiv€'d of rt"imb1ll'l:1011lellt•	 of expel\SClt at such rates; pro\'ided, however, that a mt-mber organization nUl~' 
requpst reimbursement of expen!lCll at lower raWs than those mentioned Ilbo\'C,~ 
(lr, If agreed to b)' the person ROlicltihR proxi€'lt or the company at higher rate... 
Follow up mailiol(lJ !lhnll 1)(0 nt the rate> of 10 Cl"nts pt"r S(>t. A charge: for eo\'elu}lelt 
mny bf! mnde only if l'Q\'('lo})l'!l are not furni~hed by the person soliciting proxil's 
or dilttributlnp; matcr.:ll. Thl' 60 cent rate ,,·m appl~' lor proxy material cov('ring. 
those meetinlt-! which includo one or more prop<>JJnls I'C<luiring ben.!firil\l o",no;­
instructions, 

vnr. DEPOSITORY TRl'S" C.-OXP.\~Y (ct:nc • ('0.) "O)lXIBt'S PROXY Pr.O(,EDUR.~" 

This procedure is desigmod to r~mo,'~ the DE'~itory compll'tely from tile 
communlca~lon link bet\\'lwoen Lsduer and llepoldtory ParUeip:\nt, In ,ogsenCt', tht~ 
procedure cnt:lil'J the reu'Iignmen' of Ct.-do \'uting right.~ to it.oc PartJclp:mt" 
through ~he ext.'cutiun of All "Omnibu.'! Proxy" which ill mniled to thl ~uing 
company.

Briefty stated. a4 01 the record dato for a stockholder'll' meeting, DTC will 
produce Ii Dividend/Proxy Take-Off ii..,ting whicb identifu.... the Participant-s to 
tho aceoun\ll of which shal'C:l arp credited and designatelt tho number Of IIbu.1'e:J 
creditc,d to each account. Tho listing is machine-printed and at.ta.cbed to an 
OmnibUS Proxy which l\lJslgn'!l the voting rights to the PIU'ticipant's name thereon 
for tho amounts shown, and authorizes these Pmicipa."lts w vote the issues in 
their finn or corporate nome. In lldditlon, ouch Participant h:wing shares of the 
relevant RCClirity credited to it.t BCCount receives Ii Proxy ltecord Date Notle<' 
arlvising I' of the deli\'E'ry e,f the Omnibus Proxy and listing to the issuer and 
the numher of shart"S it is entitled to vote. Thus, the Participants named 011 the 
listing may obttlin proxy enrdJ1, Ilpproprill.trly complete and execute them and 
return them directly to the ilSSUer. 

In tbe event that. subsequent adjuAtment.'l are ncCCSlS3ry in order to acc\l1'8tel,)' 
reftect n Panieipant'", pOAition R corrected Omnibus ProX)' and listing will 1,,­
produe-ed and forwtU'ded to the iMuer. Each Participant WbOlSC account i:J affooted 
by such adjustmf'nt ill Advillt'd of its nt'w rocord claw pWJition by means of II 
Wl'rt"CteQ I~()x,)' Rl'COrd Dnte NoticE'. Identical procedures will be followed in 
tbe e,,'ent of adjournment'! wblch result In t\ new record date. 

The complete Omnibu~ Proxv proc('dure DlAy be obtained b,)' contnl'ting Vnl•	 Steven... (212) 623-2096, Tbe JJel>ONitory Tru:.t Compau;)', [),; Water lito, New 
York, NY 10041. 

YISCELL.Ua:oua 

'\ 1•. To a...sisto brokers Rnd tht-ir clil'nts in nnaly-zing propO$als nnd "otinlt, the 
nllmb(·ring of the proposals in th'} notice of mf'eti" IUoxy statt-ment, and on the 
proxy must be coordinated by number or other csipation. ]t~or example, if a 
proposal is numbered "I" in the notice of meeting and proxy statf'ment, tben it is 
im~rtant that the samt' pro~aI be numbered "1" on, the proxy form; Rnd 
simBafly wJu:ore a propoMllS desiROllted as "A", "Bu, etc. 

2. The Excban~'8 require at least loUT complete Ie" of definiti\·o proS)' materinl 
as soon 88 potlsible after material has been cleared b)' the Securities and Exchange
Commi.,lon. Proxy material for OTe issues should be sent to the NASD in the 
same manner. 

3. ~ a part of normal hrokerage transactionst "took is often deli\'pred back llnd 
forth between stock esehanso firms without naving the change of ownership 
recorded on stock traasfer books. A request by the "~xchllns('8 that members 

" , 
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traDlilfer such shares into their own names prior to the record date may make 
proq.aolicitation more etJective. (For further information conault with the respec­
tive Exchanges.) 

. 

4. On request the Eschnnges will advise the corporation whether a particular 
matter appean to be "controversial" within the meaning of their rules concerning
voting of stock by members. (For a detailed explanation of the procedure, cousult 
the appropriate section of the "Company Guide" of The Anierican stock Ex­
change Rnd the "Company Manual" for The New York Stock ExchaDge.) To.... 
obtain early consideration, it is .uaeated tbat a copy of the proxy material in 
preliminary form be submitted to -tOe Exchanges for review. Any ~xy 8tate­
ment with a proposa!(8) other than the election of dlrectoJ'll and selection of.- auditors should be llent to the Exchanses in preliminary form. 

5. \Vhcn a broker may vote without instruCtIons under the Exchanges' rules, it 
ulay give a proxy at its discretion no earlier than ten da~ before the meeting pro­
vhJecfthe proxy soliciting material is mailed to beneficial O\\"Ders at leut 15 days
before the meeting. CorporatiODlil should keep these iDfltructions in miDd to fore­
stall needlessly contacting brokers before they legaJl:)" can exeeute the firm's 
proXY.

6. Upon receipt of deftnitive proxr material, the Exchanges show an appropriate 
symbol in their "Meeti~Section' of their Weekly Bulletin to guide members. in 
the votilll of proxies. Prompt delivery to the Exchanges of the definitive proxy 
material Will JM'rmit publication of this information in time to be of mOlt beneftt 
to Exchange members.

7. raYJllcnt of bills from brokeol"R 8hould be made 8S promptly as possible and 
should 6e accomplished within 90 days following receipt. 
In conclu.itm 

Those responsible for drnfting this Manual have leaned heavily on the l'X­
perience and practice of thOlle brokers and corporations whose procedures ha,'c 
appeared to work satisfactorily. In some caaes, adoption or certain of the su~k-d 
procedures may require changes in what has become established practice. I'if' 
the hope of thOle responsible for developing this- Manual that Gil eorporationB
will conform their soliciting practice to that suggested. Ideas for improved proce­
dures will be welcome and may be forwarded to any of the sponsoring organizations. 

American Society of Co~rate &eretaries, Inc. 
One Rockefeller Plaza-New York, N. Y. 10020
 

The American Stock Exchallge, Inc.
 
86 Trinity Place-New York, N. Y. 10006
 

The National Aesociation of Securities Dealers, Inc.
 
Two Brondw!\)'-New York, N. Y. 1()()()4
 

The New York Stock Exchan~, Inc.
 
20 Broad St., Floor 18-New York, N.Y. 10005
 

Securities Jndustl"Y Association
 
20 Broad St.-New York, N. Y. 10005
 

" 
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(Exhibit A) 
-- Name or Conlpilny ­

SHARES ENTITLED TO VOTE 
0.1. of Meetint _ -FOR BROKER'S USE-
Record O.te . _ 

CLASS OF IN NAME OF IN HA"'E OFLoc.tion _ STOCK BROKER CEDE a co. 

• 
DEllVERV OF MATERIAL TO BROKERS 

-FOR BROKER'S USE- . 
Schedules! Dltt . DaS! Receiyed ·PtS! Mailed

•
Env.:opes (9 x 12) 
MnuliRepolU 
ProJey Materi.1 

Mi.:UNG INSTRUCTIONS 

Initial ~hiUinl Ilem ·~w.yQ M,i!jns 

Dom,stlc
 
Owners
 

"foreign 
Owner. 

FOR RETURN OF SIGNED PROXIES 

Att:_. _ 

.FOR TELEGRAPHIC PROXIES 

Att: _ 

Telephone: 

PI,IS' mail all materi,l upon receipt in ICCOldanc2 WIth the above'· ructions. You will 
~ reImbursed at the rate of ---t ;-Jer ! ..: plus PC\t.gt. with minimum of S3 includi!!l 
~ in accordance with the rules 01 the E:cc:-.anges. 

No. of seU requIred _ Dal. requested _. , 
PLEAse COMPLETE THE ATTACHED CI\F.D AND MAIL IT WITHOUT DELAY 

For IOlcrmatio!\ about your or~er clll. at _ 
CI".... '~' 1J-r.~ ....mbet) 
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(Exhibit B) 

Dlle _ 

-
Am: 

l~Jmc anet addre" co! compHY) 
~ _ 

-~Iel$' furnish the following lnitterial for use in connection with your c-ompany's 
next meeting of stockholders: 

111 Annual repo:-u 

(2) Notice 0' M.etir.g & P,OX f Statement 
(3) P,OXieJ 

CI;u of Stock 

(4), 9 x 12 pl,in envelopes 

(51 Postage paid envelopes fOI return of signed proxies 
to company_ 
(Please cross out material not nHded) 

-PlelS' send the above materi.1 to the following: 

fF1IIII name) 

An: _ 

(E),chanl't Rltmb:rS!:Jp I.C. AMJ:.X. Jo:YSE. NASD) 

RODin No _ 

I 

\ 

(N"", ot I'loay DepL Met.)
 

NOTE: Broker-client solic;t.tion letter is to te furnished by brGker.
 

. , 
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~ 
~ a: 
o 
Do
a: 
8 
1.1. 
o 
W 

~
 

,
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n:XIIIDJT C) 

....__._. -.. . . .. . . , - -_.., 
(hoU:lC' .r C:"'''.l~J) 

-
A'IH.~.: .. • 

Till' I "" •."t of IN nc;J:C G:.M> fCor , _n: ..Hi' .t .a.c1c• 
..1d.".I .1MIC.....-r.'. 

SLant E-.ut f14 &0 V.1e 

I". !d",••f 'ft ""'Ift"••' 
IU:tUf • (.au•• :=•• 

(r.xm~ITD) 

Sire.' ..to 

Cily •• , •••••••••••••••••••••••• s.. ~•...... Zi, ':.d .FROM: 
TO:"DT~'IO 

AD......U. 

CONTENTS 
PROXY 

MATERIAL 

INSIDE 
DELIVERY 

DATES RELAT:r"C TO (N",.·. o' S...·:il... ' COI;torC:"o"l ANNUAL MEETING 
R!:CO~D !)!\TE . !1.1:l"1th. Din.' 
A:~~.'U:..L :."=ET'''':G ~,'TE !i:,;n:t:. Da~el0 0 . 

PROXY ;.\ATER.I..t :..:,IL!·:C ':;':''''::E:Il::;IiI(;i .. ~:,.: )",Ci'•• D.1trol 

( 
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(EXtUBlT E) 

SILL FORM 

- TO. 
FRO'"': (DfabralC Fina) . 

fln~' ••;RSH1': (I.~•• AMF.~. N'lI·S£. NASD.flC.) 

F..p.ft~1 iN,,"" '" co_clio" 
,deb ",aUlfts: . of followla, 
_efti;lJ: 

~o. Sell 

"'aIIed 
"Stnice 

F•• 
tettap" 
Es,.~ 

T.aat . 
Cbar&n 

AJliNUAl. REPORT 
PROXY SOLfCITING 
MATERIAL 

INTEJUM RF.PORT 
POST MEETING RtpORT 
STOCKIIOLDER I.ZTI'E& 
OTHEJl: 

TOR CORi'ORAT'ON 
R1:CORDS 

DI\T£ PAID 
CHECK NO. 

,
 

( ) .­



APPENDIX I 

SURVEY OF Tin: AMERICAN SOCIETY OF CORPORATJ-: SEClll:TAnJES 

AMEinc.,~ SOCIETY OF CORPORATE SECRl:TARU:S, INC., 
Nev York, N.Y., May 10, 1976. 

Mr. ROBERT J. ~tILLSTONE, 
S.nior Special Courlll.l, Di.i.ion of :Afarktt Regulation, Becuriliu and Ezcltange

Conami••ion, Waalan"on, D.C. 
nt:AR ~IR. ~hLL8TOllJE: On behalf of the Joint Subcommittee on Street Namp 

Study Questionnaire of tho Securities Law Committee nnd the Securities Industrr 
Comndttec of the Society, I am pleased to furnish to vou herewith the followinlt 
materials eoneernlng the results of the questionnaire w'bich the Socil'ty c1rculatrd 
among ita members soliciting ec.mmenta with rt'Spect to the nltcrnati\'C8 c:c.nt..linoo 
in the Commis8ion's .Preliminary Report or Decemb4>r 4, 1975: 

<a) A Report of the Joint. Subcommittee CflntBining each of the questions con­
Wncd in tho qucstionnalre and aummnrit-s of the ft'llponsee thereto, lncludmg an 
anah·si. of the written comments received in response to cc.ortain of the qucstion.q; 

(b) a copy of the questionnaire, the letter forwarding it, and the attnchmen\ 
thl"reto setting forth the alternath'es; 

(e) a copy of all the written comments reccivoo in I't'Spor.se to certain of the 
questions; 

(d) the raw data, including print-out shecUt, co\'ering the rC!tlpon9H; and 
Ce) the summnries of the rl'Sponsea prepared by the Societ)· dated ~1tly 5th llnd 

~Iay 11th. 
If )'ou h.'we nny questions concerning the enclosuretl, please do not be&it3~ to 

contact me care of J. C. Pennel' Compan)', Inc., 1301 A\·e. of the Americas, New 
York, N.Y. 10019, telephone: (212) 957-4881. 

I would apprc.oci~te )"our receipting for this letter and tho other l'oelosur('S on the 
enclosed copy of this letter. 

Very truly yours, 
J. D. Sn:,\"F.R8, 

ClaairRian of IAII Subcmmnitlee. 
Enclosure. 

AMERIC.':lf SOCIETY OF CORPORATE SECRETA.IEB. IKC•• 
New Yor~, N.Y., AfareA 17. 1976. 

nt:,A,R :\h;MSf:R: A~ )'on probabl)' kno,,', Oil Decc.omber 4. 1975, tho Securitif'';
)	 and Jo;Xehangc Commis.,ion issued to ConSfl'!'.'I its Preliminary Report pursnlUl~ 

to Bubsection 12(m) of the Securities Jt;xehange Act. of 193f, which AlitboriZt'd 
and directed tilt" Commili.'lion to undl·rtake a study and in\'t'litigation or thl~ 
practice of recording the oWDeI'llbip of securitirs in oth('r than the name or the . , beneficial OWII4'ro In his letter fOM\-..rdin« the Preliminary Report to CoogJ'E':'>l, 
CommisKlon ChAirman Hills et&tl'd that the Commis.~ion intended to rontinue to 
gnLher data on the flubject. and wm present. il8 final conelu.sions and rcrommt'n­
dationa to Congress by June 4, 1976. 

FollowiDf{ too issuance or the Preliminary Report. the Snciety lmggestcd to the 
SEC Comml~ioDenthat the Society poll its membt'nt with a questionnaire ,,-bleb 
would /JOUett. the views of the m('mbers with rt'lIpect to the varions altemAtiwlt 
(including the p~('nt ~)'fItem) wbich are 'summarized in the Commiuion's 
Preliminary Report (and diHCUl5.~ more fully beJow). The Commbl.~ioberaI't'actf'd 
entb\llJiastically and expfCllSed the hope that the Society "'ould share tb~ 1'\"S\a1t." 
with the Commblsion so that it will u\Oe the benefit of those vic\\"lIln preparing
its final cooctu.qions and recornmendatio11A. 

Aecordingly.attaehed to this letter is • Street N.... Stud, Qaeatioaulre, 
whieh we rt'qupst that you complete and I't'turn to us at :rOllf f'arlic.ost. conwnienft'. 
The Society is attc.-mpting to take a more acti\'e rule aD lIlAjor j~uCfl and probll'ms 
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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). 
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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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