
 
        February 3, 2016 
 
 
Shelley J. Dropkin 
Citigroup Inc. 
dropkins@citi.com 
 
Re: Citigroup Inc. 
 Incoming letter dated December 21, 2015 
 
Dear Ms. Dropkin: 
 
 This is in response to your letter dated December 21, 2015 concerning the 
shareholder proposal submitted to Citigroup by John Chevedden.  Copies of all of the 
correspondence on which this response is based will be made available on our website at 
http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml.  For your reference, a 
brief discussion of the Division’s informal procedures regarding shareholder proposals is 
also available at the same website address. 
 
        Sincerely, 
 
        Matt S. McNair 
        Senior Special Counsel 
 
Enclosure 
 
cc:   John Chevedden 
 *** FISMA & OMB Memorandum M-07-16 ***



 

 
        February 3, 2016 
 
 
 
Response of the Office of Chief Counsel  

Division of Corporation Finance 

 
Re: Citigroup Inc. 
 Incoming letter dated December 21, 2015 
 
 The proposal urges the board to amend Citigroup’s clawback policy in the manner 
set forth in the proposal. 
 

We are unable to concur in your view that Citigroup may exclude the proposal 
under rule 14a-8(i)(7).  In arriving at this position, we note that the proposal focuses on 
senior executive compensation and does not seek to micromanage the company to such a 
degree that exclusion of the proposal would be appropriate.  Accordingly, we do not 
believe that Citigroup may omit the proposal from its proxy materials in reliance on  
rule 14a-8(i)(7). 
 
        Sincerely, 
 
        Ryan J. Adams 
        Attorney-Adviser 
 
 
 



 
 
 
 
 
 

DIVISION OF CORPORATION FINANCE 
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS 

 
 

The Division of Corporation Finance believes that its responsibility with respect to 
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy 
rules, is to aid those who must comply with the rule by offering informal advice and suggestions 
and to determine, initially, whether or not it may be appropriate in a particular matter to 
recommend enforcement action to the Commission.  In connection with a shareholder proposal 
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company 
in support of its intention to exclude the proposals from the Company’s proxy materials, as well 
as any information furnished by the proponent or the proponent’s representative. 

 
Although Rule 14a-8(k) does not require any communications from shareholders to the 

Commission’s staff, the staff will always consider information concerning alleged violations of 
the statutes administered by the Commission, including argument as to whether or not activities 
proposed to be taken would be violative of the statute or rule involved.  The receipt by the staff 
of such information, however, should not be construed as changing the staff’s informal 
procedures and proxy review into a formal or adversary procedure. 

 
It is important to note that the staff’s and Commission’s no-action responses to 

Rule 14a-8(j) submissions reflect only informal views.  The determinations reached in these 
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to 
the proposal.  Only a court such as a U.S. District Court can decide whether a company is 
obligated to include shareholders proposals in its proxy materials.  Accordingly a discretionary 
determination not to recommend or take Commission enforcement action, does not preclude a 
proponent, or any shareholder of a company, from pursuing any rights he or she may have 
against the company in court, should the management omit the proposal from the company’s 
proxy material. 



Shelley J. Oropkln 
Deputy Corporate Secretary 
and General Counsel 
Corporate Governance 

December 21, 2015 

C1t1group Inc. 
601 Lexington Ave 
19'" Floor 
New York, NY 10022 

T 212 793 7396 
F 212 793 7600 
dropkins@c1ti.com 

BY E-MAIL [shareholderproposals@sec.gov) 

U.S. Securities and Exchange Commission 
Office of Chief Counsel 
Division of Corporation Finance 
100 F Street, N.E. 
Washington, D.C. 20549 

Re: Stockholder Proposal to Citigroup Inc. from John Chevedden 

Dear Sir or Madam: 

Pursuant to Rule l 4a-8U) of the rules and regulations promulgated under the 
Securities Exchange Act of 1934, as amended (the "Act"), attached hereto for filing is a copy of 
the stockholder proposal and supporting statement (together, the "Proposal") submitted by John 
Chevedden (the "Proponent") for inclusion in the proxy statement and form of proxy (together, 
the "2016 Proxy Materials") to be furnished to stockholders by Citigroup Inc. (the "Company") 
in connection with its 2016 annual meeting of stockholders. The Proponent's mailing address 
and telephone and fax number, as stated in the correspondence of the Proponent, is listed below. 

Also attached for filing is a copy of a statement of explanation outlining the 
reasons the Company believes that it may exclude the Proposal from its 2016 Proxy Materials 
pursuant to Rule 14a-8(i)(7). 

By copy of this letter and the attached material, the Company is notifying the 
Proponent ofits intention to exclude the Proposal from its 2016 Proxy Materials. 

The Company is filing this letter with the U.S. Securities and Exchange 
Commission (the "Commission") not less than 80 calendar days before it intends to file its 2016 
Proxy Materials. The Company intends to file its 2016 Proxy Materials on or about March 16, 
2016. 

The Company respectfully requests that the Staff of the Division of Corporation 
Finance (the "Staff') of the Commission confirm that it will not recommend any enforcement 
action to the Commission ifthe Company excludes the Proposal from its 2016 Proxy Materials. 



If you have any comments or questions concerning this matter, please contact me 
at (212) 793-7396. 

Deputy Corporate Secretary and 
General Counsel, Corporate Governance 

cc: John Chevedden 

***FISMA & OMB Memorandum M-07-16***
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ENCLOSURE 1 
 

THE PROPOSAL AND RELATED CORRESPONDENCE (IF ANY)
  



Mr. Rohan Weerasinghe 
Corporate Secretary 
Citigroup Inc. (C) 
399 Park Ave. 
New York NY 10022 
Phone: 212 559-1000 

Dear Mr. Weerasinghe, 

JOHN CHEVEDDEN 

This Rule 14a-8 proposal is respectfully submitted in support of the long-term performance of 
our company. This Rule 14a-8 proposal is intended as a low-cost method to improve compnay 
performance. This proposal is for the next annual shareholder meeting. Rule l 4a-8 requirements 
are intended to be met including the continuous ownership of the required stock value until after 
the date of the respective shareholder meeting and presentation of the proposal at the annual 
meeting. This submitted format, with the shareholder-supplied emphasis, is intended to be used 
for definitive proxy publication. 

Your consideration and the consideration of the Board of Directors is appreciated in support of 
the long-term performance of our company. Please acknowledge receipt of this proposal by 
email to 

Sincerely, · 

~c.. ...... -ftt 
~-~~~~~~---

cc: Paula F. Jones <jonesp@citi.com> 
Associate General Counsel - Corporate Governance 
F:X::212-793-7600 

Date 

***FISMA & OMB Memorandum M-07-16*** ***FISMA & OMB Memorandum M-07-16***
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[C: Rule 14a-8 Proposal, November 4, 2015] 
Proposal [4] -Clawback Amendment 

RESOLVED, that shareholders of Citigroup Inc. urge the Board of Directors to amend the 
General Clawback policy to provide that a substantial portion of annual total compensation of 
Executive Officers, identified by the board, shall be deferred and be forfeited in part or in whole, 
at the discretion of Board, to help satisfy any monetary penalty associated with any violation of 
law regardless of any determined responsibility by any individual officer; and that this annual 
deferred compensation be paid to the officers no sooner than 10 years after the absence of any 
monetary penalty; and that any forfeiture and relevant circumstances be reported to shareholders. 
These amendments should operate prospectively and be implemented in a way that does not 
violate any contract, compensation plan, law or regulation. 

On July 14, 2014, the Department of Justice "announced a $7 billion settlement with Citigroup 
Inc. to resolve ... claims related to Citigroup's conduct in the ... issuance of residential 
mortgage-backed securities (RMBS) prior to Jan. 1, 2009. The resolution includes a $4 billion 
civil penalty - the largest penalty to date under the Financial Institutions Reform, Recovery and 
Enforcement Act (FIRREA) .... Citigroup acknowledged it made serious misrepresentations to 
the public." This monetary penalty was borne by Citi shareholders who were not responsible for 
this unlawful conduct. Citi employees committed these unlawful acts. They did not contribute to 
this penalty payment, but instead undoubtedly received bonuses. 

In 2014, Citi refined its clawback policies. In addition to recouping incentive compensation for 
employees who violate the law, the Compensation Committee "may also cancel awards if an 
employee failed to supervise individuals who engaged in such behavior." 

This refinement is welcome. It reflects that the Board agrees that compensation serves as an 
appropriate tool for deterrence and that restrictions should apply more broadly than simply to 
those determined to have violated the law. We believe the further refinement in our resolution 
can help strengthen Citi's policy by making compliance with the law a group concern. 

President William Dudley of the New York Federal Reserve outlined the utility of what he called 
a performance bond. "In the case of a large fine, the senior management ... would forfeit their 
performance bond .... Each individual's ability to realize their deferred debt compensation 
would depend not only on their own behavior, but also on the behavior of their colleagues. This 
would create a strong incentive for individuals to monitor the actions of their colleagues, and to 
call attention to any issues .... Importantly, individuals would not be able to "opt out" of the 
firm as a way of escaping the problem. If a person knew that something is amiss and decided to 
leave the firm, their deferred debt compensation would still be at risk." 

The statute of limitations under the FIRREA is 10 years, meaning that annual deferral period 
should be 10 years. 

Please vote to protect shareholder value: 
Clawback Amendment - Proposal [4] 



Notes: 
John Chevedden, sponsors this 
proposal. 

Please note that the title of the proposal is part of the proposal. The title is intended for 
publication. 

If the company thinks that any part of the above proposal, other than the first line in brackets, can 
be omitted from proxy publication based on its own discretion, please obtain a written agreement 
from the proponent. 

This proposal is believed to conform with Staff Legal Bulletin No. 14B (CF), September 15, 
2004 including (emphasis added): 

Accordingly, going forward, we believe that it would not be appropriate for companies to 
exclude supporting statement language and/or an entire proposal in reliance on rule 
14a-8(1)(3) in the following circumstances: 

•the company objects to factual assertions because they are not supported; 
·the company objects to factual assertions that, while not materially false or misleading, 
may be disputed or countered; 
• the company objects to factual assertions because those assertions may be 
interpreted by shareholders in a manner that is unfavorable to the company, its 
directors, or its officers; and/or 
• the company objects to statements because they represent the opinion of the 
shareholder proponent or a referenced source, but the statements are not identified 
specifically as such. 

We believe that it is appropriate under rule 14a-8 for companies to address these 
objections in their statements of opposition. 

See also: Sun Microsystems, Inc. (July 21, 2005). 

The stock supporting this proposal will be held until after the annual meeting and the proposal 
will be presented at the annual meeting. Please acknowledge this proposal promptly by email 

***FISMA & OMB Memorandum M-07-16***
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Shelley J, Dropkln 
Deputy Corporate Secretary 
and General Counsel 
Corporate Governance 

VIA UPS 

November 5, 2015 

John Chevedden 

Citigroup Inc 
601 Lexington Ave 
19' Floor 
New York, NY 10022 

Dear Mr. Chevedden: 

T 212 793 7396 
F 212 793 7600 
dropkms@eitl.com 

Citigroup Inc. (the "Company"} acknowledges receipt of the stockholder 
proposal (the "Proposal") submitted by you pursuant to Rule 14a-8 of the Securities 
Exchange Act of 1934 ("Rule 14a-8") for inclusion in the Company's proxy statement for 
its 2016 Annual Meeting of Stockholders (the "Annual Meeting"). 

Please note that your submission contains certain procedural deficiencies. 
Rule 14a-8(b) requires that in order to be eligible to submit a proposal, a stockholder 
must submit proof of continuous ownership of at least $2,000 in market value, or 1 %, of 
a company's shares entitled to vote on the proposal for at least one year as of the date 
the proposal is submitted. The Company's records do not indicate that you are the 
record owner of the Company's shares, and we have not received other proof that you 
have satisfied this ownership requirement. 

In order to satisfy this ownership requirement, you must submit sufficient 
proof that you held the required number of shares of Company stock continuously for at 
least one year as of the date that you submitted the Proposal. November 4, 2015 is 
considered the date you submitted the Proposal. You may satisfy this proof of 
ownership requirement by submitting either: 

• A written statement from the "record" holder of your shares (usually a broker or 
bank) verifying that you held the required number of shares of Company stock 
continuously for at least one year as of the date you submitted the Proposal (i.e., 
November 41 2015), or 

• If you have filed a Schedule 130, Schedule 13G, Form 3, Form 4 or Form 5, or 
amendments to those documents or updated forms, reflecting your ownership of 
the required number of shares of Company stock as of or before the date on 
which the one-year eligibility period begins, (i) a copy of the schedule and/or 
form and any subsequent amendments reporting a change in your ownership 
and (ii) a written statement that you continuously held the required number of 
shares for the one-year period. 

If you plan to demonstrate your ownership by submitting a written 
statement from the "record" owner of your shares, please be aware that most large U.S. 
banks and brokers deposit customers' securities with, and hold those securities 

***FISMA & OMB Memorandum M-07-16***



through, the Depository Trust Company ("OTC"), a registered clearing agency acting as 
a securities depository. OTC is also sometimes known by the name of Cede & Co., its 
nominee. Under SEC Staff Legal Bulletins Nos. 14F and 14G, only OTC participants 
(and their affiliates) are viewed as "record" holders of securities that are deposited at 
OTC. Accordingly, if your shares are held through OTC. you must submit proof of 
ownership from the OTC participant (or an affiliate thereof) and may do so as follows: 

• If your bank or broker is a OTC participant or an affiliate of a OTC participant, 
you need to submit a written statement from your bank or broker verifying that 
you continuously held the required number of shares of Company stock for at 
least one year as of the date the Proposal was submitted. You can confirm 
whether your bank or broker is a OTC participant or an affiliate of a OTC 
participant by asking your bank or broker or by checking the OTC participant list, 
which is currently available at 
[http://www.dtcc.com/-/media/Files/Downloads/client-center/DTC/alpha.ashx]. 

• If your bank or broker is not a OTC participant or an affiliate of a OTC participant, 
then you need to submit proof of ownership from the OTC participant through 
which your shares are held. You should be able to find out the identity of the 
OTC participant by asking your bank or broker. In addition. if your broker is an 
"introducing broker," you may be able to find out the identity of the OTC 
participant by reviewing your account statements because the 11clearing broker'' 
listed on those statements will generally be a OTC participant. It is possible that 
the OTC participant that holds your shares may only be able to confirm the 
holdings of your bank or broker and not your individual holdings. In that case, 
you will need to submit two proof of ownership statements verifying that the 
required number of shares were continuously held for at least one year as of the 
date you submitted the Proposal: (i) a statement from your bank or broker 
confirming your ownership and (ii) a separate statement from the OTC participant 
confirming your bank or broker's ownership. 

The response to this letter, correcting all procedural deficiencies noted 
above, must be postmarked, or electronically transmitted, no later than 14 days from 
the date you receive this letter. Please address any response to my attention at: 
Citigroup Inc., 601 Lexington Ave., 19th Floor, New York, NY 10022. You may also 
transmit it to me by facsimile at (212) 793-7600 or dropkins@citi.com or 
jonesp@citi.com. For your reference, I have enclosed a copy of Rule 14a-8 and SEC 
Staff Legal Bulletin No. 14F. 

If you have any questions with respect to the foregoing requirements, 
please contact me at (212) 793-7396. 

- ----) 

Enclosures 
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§240.14o-6 

information after the termination of 
the solicitation. 

(e) The security holder shall reim­
burse the reasonable expenses incurred 
by the registrant in performing the 
acts requested pursuant to paragraph 
(a) of this section. 

NOTE 1 TO §240.14A•7. RenaonabJy prompt 
methods of distribution to security holders 
may be used Instead of malling. If an alter. 
native distribution method ls chosen, the 
costs or that method should be considered 
where necessary rather than the costs of 
malling. 

NOTE 2 TO §240.14A-7 When providing the In· 
formation required by §240,14a-7(a)(l)(ll), tr 
the registrant has received affirmative writ­
ten or Implied consent to delivery or a single 
copy o! proxY materlale to a shared address 
In accordance with §240,14a-3(e)(l), it shall 
exclude from the number or record holders 
those to whom It doee not have to deliver a 
separate proxy statement, 

(57 FR 48292. Oct, 22, 1992, as amended at 59 
FR 63684. Dec. 8, 1994; 61 FR 24657. May 15, 
1996; 65 FR 65750, Nov. 2, 2000; 72 FR 4167, Jan. 
29. 2007: 72 FR 42238. Aug. 1, 2007] 

§ 240.14a-8 Shareholder proposals. 
This section addressea when a com• 

pany must include a shareholder's pro. 
posal in its proxy statement and iden­
tify the proposal In I ts Corm or proxy 
when the company holds an annual or 
special meeting or shareholders. In 
summary, in order to have your share­
holder proposal included on a com­
pany's proxy card, and included along 
with any supporting statement in its 
proxy statement, you must be eligible 
and follow certain procedures. Under a 
few specific circumstances, the com· 
pany is permitted to exclude your pro· 
posal, but only after submitting its 
reasons to tho Commission. We struc­
tured this section in a question-and-an­
swer format so that It Is easier to un• 
derstand. The referenc es to "you" are 
to a shareholder seeking to submit the 
proposal. 

(a) Question 1: What is a proposal? A 
shareholder proposal is your rec­
ommendation or requirement that the 
company and/or its board of directors 
take action, which you intend to 
present at a meeting of the company's 
shareholders. Your proposal should 
state as clearly as possible tho course 
of action that you believe the company 
should follow. If your proposal is 

17 CFR Ch. II (4-1-13 Edition) 

placed on the company's proxy card, 
the company must also provide in the 
form of proxy means for shareholders 
to specify by boxes a choice between 
approval or disapproval, or abstention. 
Unless otherwise indicated, the word 
"proposal" as used in this section re­
fers both to your proposal, and to your 
corresponding statement ln support of 
your proposal (if any), 

(b) Question 2: Who is eligible to sub­
mit a proposal, and how do I dem­
onstrate to the company that I am eli­
gible? (1) In order to be eligible to sub­
mit a proposal, you must have continu­
ously held at least S2,000 in market 
value, or 1 %, of the company's securi­
ties entitled to be voted on the pro­
posal at the meeting for at least one 
year by the date you submit the pro­
posal. You must continue to hold those 
securities through the date of the 
meeting. 

(2) If you are the registered holder of 
your securities, which means that your 
name appears in the company's records 
as a shareholder, the company can 
verify your ellglb111ty on its own. al­
though you wlll stlll have to provide 
the company with a written statement 
that you intend to continue to hold the 
securities through the date of the 
meeting of shareholders. However. if 
like many shareholders you are not a 
registered holder, the company likely 
does not know that you are a share• 
holder, or how many shares you own. 
In this case, at the time you submit 
your proposal, you must prove your eli­
giblll ty to the company in one of two 
ways: 

(l) The first way is to submit to the 
company a written s tatement from the 
•·record" holder of your securities (usu­
ally a broker or bank) verifying that, 
at tho timo you submitted your pro­
posal, you continuously held the secu­
rities for at l east one year. You must 
also include your own written state­
ment that you intend to continue to 
hold the securities through the date of 
the meeting of shareholders~ or 

(ii) The second way to prove owner­
ship applies only if you have filed a 
Schedule 130 (§ 240.13d-101), Schedule 
13G (§240.13d- 102), Form 3 (§249.103 of 
this chapter), Form 4 (§249.104 of this 
chapter) and/or Form 5 (§249.105 of this 
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chapter), or amendments to those doc­
uments or updated forms, reflecting 
your ownership of the shares as of or 
before the date on which the one-year 
eligiblllty period begins. If you have 
flied one of these documents with the 
SEC, you may demonstrate your eUgi­
blllty by submitting to the company; 

(A) A copy of the schedule and/or 
form. and any subsequent amendments 
reporting a change in your ownership 
level; 

(Bl Your written statement that you 
continuously held the required number 
of shares for the one-year period as of 
the date of the statement; and 

(Cl Your written statement that you 
intend to continue ownership of the 
shares through the date of tho com· 
pany's annual or special meeting_ 

(c) Question 3; How many proposals 
may I submit? Each shareholder may 
submit no more than one proposal to a 
company for a particular shareholders' 
meeting_ 

(d) Question 4: How long can my pro· 
posal be? The proposal. including any 
accompanying supporting statement, 
may not exceed 500 words. 

(e) Question 5: What is the deadline 
for submitting a proposal? (1) If you 
are submitting your proposal for the 
company's annual meeting, you can In 
most cases find the deadline in last 
year's proxy statement. However, If the 
company did not hold an annual meet· 
ing last year, or has changed the date 
or its meeting for this year more than 
30 days from last year's meeting. you 
can usually find the deadline in one of 
the company's quarterly reports on 
Form 10-Q (§249.30Ba of this chapter). 
or in shareholder reports or Investment 
companies under § 270.30d- l or this 
chapter of the Investment Company 
Act of 1940. In order to avoid con­
troversy, shareholders should submit 
their proposals by means, including 
electronic means, that permit them to 
prove the date of delivery. 

(2) The deadline Is calculated in the 
following manner If the proposal is sub­
mitted for a regularly scheduled an­
nual meeting. The proposal must be re­
ceived at the company's principal exec­
utive offices not less than 120 calendar 
days before the date of the company's 
proxy statement released to share­
holders In connection with the previous 

§240.lAo-8 

year's annual meeting. However, If the 
company did not hold an annual meet­
ing the previous year, or if the date or 
this year's annual meeting has been 
changed by more than 30 days from the 
date of the previous year's meeting, 
then the deadline is a reasonable time 
before the company begins to print and 
send Its proxy materials. 

(3) If you are submitting your pro­
posal for a meeting of shareholders 
other than a regularly scheduled an­
nual meeting, the deadline is a reason­
able time before the company begins to 
print and send Its proxy materials. 

(0 Question 6: What if I fail to follow 
one of the eligibility or procedural re­
quirements explained in answers to 
Questions 1 through 4 of this section? 
(1) The company may nxclude your pro­
posal, but only after it has notified you 
of the problem, and you have failed 
adequately to correct it. Within 14 cal­
endar days of receiving your proposal. 
the company must notify you in writ­
ing or any procedural or eligibility de­
ficiencies. as wen as of the time frame 
for your "response. Your response must 
be postmarked, or transmitted elec­
tronically, no later than 14 days from 
the date you received the company's 
notlflcation, A company need not pro­
vide you such notice of a deficiency if 
the deficiency cannot be remedied, 
such as if you fall to submit a proposal 
by the company's properly determined 
deadline. If the company intends to ex­
clude the proposal, it will later have to 
make a submission under §240.14a-8 
and provide you with a copy under 
Question 10 below, §240.14a-8(j). 

(2) If you faU In your promise to hold 
the required number of securities 
through the date of the meeting of 
shareholders. then the company will be 
permitted to exclude all of your pro­
posals from its pr oxy materials for any 
meeting held In the following two cal­
endar years. 

(g) Question 7: Who has the burden of 
persuading the Commission or Its staff 
that my proposal can be excluded? Ex­
cept as otherwise noted, the burden is 
on the company to demonstrate that it 
ls entitled to exclude a proposal. 

(h) Question 8: Must I appear person­
ally at the shareholders' meeting to 
present the proposal? (1) Either you, or 
your representative who ts qualified 
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under state law to present the proposal 
on your behalf, must attend the meet­
ing to present the proposal. Whether 
you attend the meeting yourself or 
send a qualified representative to the 
meeting in your place, you should 
make sure that you, or your represent­
ative, follow the proper state law pro­
cedures for attending the meeting and/ 
or presenting your proposal. 

(2) If the company holds its share­
holder meeting in whole or in part via 
electronic media, and the company per­
mits you or your representative to 
present your proposal via such media, 
then you may appear through elec­
tronic media rather than traveling to 
the meeting to appear in person. 

(3) If you or your qualified represent­
ative fail to appear and present the 
proposal, without good cause, the com­
pany will be permitted to exclude all of 
your proposals from its proxy mate­
rials for any meetings held in the fol­
lowing two calendar years. 

(i) Question 9: If I have complied with 
the procedural requirements, on what 
other bases may a company rely to ex­
clude my proposal? (1) Improper under 
state law: If the proposal is not a prop­
er subject for action by shareholders 
under the laws of the jurisdiction or 
the company's organization; 

NOTE TO PARAGRAPH (1)(1): Depending OD 
the subject matter, some proposals are not 
considered proper under state law If they 
would be binding on the company If approved 
by shareholders. In our experience, most pro­
posals that are cast as recommendations or 
requests that the boo.rd of directors take 
speclfled action are proper under state law. 
Accordingly, we wlll assume that a proposal 
drafted as a recommendation or suggestion 
is proper unless the company demonstrates 
otherwise. 

(2) Violation of law: If the proposal 
would, if implemented, cause the com­
pany to violate any state, federal, or 
foreign law to which lt ls subject; 

NOTE TO PARAGRAPH (1)(2): We will not 
apply this basis for exclusion to permit ex­
clusion of a proposal on grounds that It 
would violate foreign law If compliance with 
the foreign law would result In o. violation of 
any state or federal law. 

(3) Violation of proxy rules: If the pro­
posal or supporting statement ls con­
trary to any of the Commission's proxy 
rules, including § 240.14a-9, which pro-

17 CFR Ch. II (4-1-13 Edition) 

hibits materially false or misleading 
statements in proxy soliciting mate­
rials; 

(4) Personal grievance; special interest; 
If the proposal relates to the redress of 
a personal claim or grievance against 
the company or any other person, or lf 
It is designed to result in a benefl t to 
you, or to further a personal interest, 
which ts not shared by the other share­
holders at large; 

(5) Relevance: If the proposal relates 
to operations which account for less 
than 5 percent of the company's total 
assets at the end of its most recent fis­
cal year, and for less than 5 percent or 
its net earnings and gross sales for its 
most recent fiscal year, and Is not oth­
erwise significantly related to the com­
pany's business; 

(6) Absence of power/authority: If the 
company would lack the power or au­
thority to implement the proposal; 

(7) Management functions: If the pro­
posal deals with a matter relating to 
the company's ordinary business oper­
ations; 

(8) Direc!or elections; If the proposal~ 
(i) Would disqualify a nominee who is 

standing for election; 
(11) Would remove a director Crom of­

fice before his or her term expired; 
(itl) Questions the competence, busi­

ness judgment, or character of one or 
more nominees or directors; 

(iv) Seeks to include a specific indi­
vidual in the company's proxy mate­
rials for election to the board of direc­
tors; or 

(V) Otherwise could affect the out­
come of the upcoming election of direc­
tors. 

(9) Conflicts with company's proposal: 
IC the proposal directly conflic ts with 
one of the company's own proposals to 
be submitted to shareholders at the 
same meeting; 

NOTE TO PARAGRAPH (1 ){9 ): A company·., 
11ubmlsslon to the CommiSBlon under thlil 
section should specify the points of conflic t 
with the company's proposal, 

(10) Substantially implemented: If the 
company has already substantially im­
plemented the proposal ; 

NOTE TO PARAGRAPH <llUO): A company 
may exclude a shareholder propo10.I that 
would provide an advlsorY vote or seek fu­
ture o.dvlsorY votes to approve the com. 
pensntlon of executives as dl1<:losed pursuant 
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to Item 402 of Regulntlon S- K (§229 402 of 
this cbnpter> or a ny succe68or to Item 402 (n 
" eny-on-pny vote"') or thnt relntes to the !re· 
quency of sny-on-pny votes, provided that In 
the most recent shareholder vote required by 
§240.14n· 2l(b) of this chnpter a single yenr 
<i .e., one, two, or three yenre) received ap­
proval of n mnjorlty of votes cast on the 
matter nncl the compnny has ndopted n pol­
icy on the frequency of sny-on-pny votes that 
Is consistent with the choice of the mnJortty 
of votes cast l.n the most recent shareholder 
vote r equ11·ec1 by §240.14n- 2l(b) of this chap­
t er . 

(11) Duplication: If the proposal sub­
stantially duplicates another proposal 
previously submitted to the company 
by another proponent that will be in­
cluded in the company's proxy mate­
rials for the same meeting; 

(12) ResulJmissions: If the proposal 
deals with substantially the same sub­
ject matter as another proposal or pro­
posals tbat has or have been previously 
included In the company's proxy mate­
rials within the preceding 5 calendar 
years, a company may exclude it from 
Its proxy matorlals for any meeting 
held within 3 calendar years of the last 
time it was included If the proposal re­
ceived: 

(I) Less than 3% of the vote if pro­
posed once within the preceding 5 cal­
endar years: 

(ii) Less than 6% of the vote on its 
last submission to shareholders If pro­
posed twice previously within the pre­
ceding 5 calendar years; or 

(iii) Less than lO'Y. of the vote on its 
last submission to shareholders if pro­
posed three times or more previously 
wt thin the preceding 5 calendar years: 
and 

(13) Specific amount of dividends: If the 
proposal relates to specific amounts of 
cash or stock dividends. 

(j) Question 10: What procedures must 
the company follow U it Intends to ex­
clude my proposal? (1) If the company 
intends to exclude a proposal from its 
proxy materia ls. it must file Its rea­
sons with the Commission no later 
than 80 calendar days before it files its 
definitive proxy statement and form of 
proxy with the Commission. The com­
pany must simultaneously provide you 
with a copy of Its submission. The 
Commission staff may permit the com­
pany to make Its submission later than 
80 days before the company files its de-

§240.14o-8 

Cinltivc proxy statement and form of 
proxy, if the company demonstrates 
good cause for missing the deadline. 

(2) The company must file six paper 
copies of the following: 

(i) The proposal; 
(ii) An explanation of why the com­

pany believes that it may exclude the 
proposal, which should. If possible. 
refer to the most recent applicable au­
thority, such as prior Division letters 
issued under the rule; and 

(Iii) A supporting opinion of counsel 
when such reasons arc based on mat­
ters of state or foreign law. 

(k) Question 11: May I submit my own 
statement to the Commission respond­
ing to the company's arguments? 

Yes, you may submit a response, but 
it is not required. You should try to 
submit any response to us, with a copy 
to the company, as soon as possible 
after the company makes its submis­
sion. This way, the Commission staff 
will have time to consider fully your 
submission before it issues its re­
sponse. You should submit six paper 
copies of your response. 

(1) Question 12: If the company In­
cludes my shareholder proposal in its 
proxy materials, what information 
about me must it Include along with 
the proposal Itself? 

(1) The company's proxy statement 
must include your name and address, 
as well as the number of the company's 
voting securities that you hold. How­
ever. instead of providing that Informa­
tion. the company may instead Include 
a statement that it will provide the In­
formation to shareholders promptly 
upon receiving an oral or written re­
quest. 

(2) The company is not responsible 
for the contents or your proposal or 
supporting statement. 

(m) Question 13: What can I do if the 
company Includes in its proxy state­
ment reasons why It believes share­
holders should not vote in favor of my 
proposal, and I disagree with some of 
its statements? 

(1) The company may elect to include 
In i ts proxy statement reasons why it 
believes shareholders should vote 
against your proposal. The company is 
allowed to make arguments reflecting 
its own point of view, just as you may 
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U.S. Securities and Exchange Commissio 

Division of Corporation Finance 
Securities and Exchange Commission 

Shareholder Proposals 

Staff Legal Bulletin No. 14F {CF) 

Action: Publication of CF Staff Legal Bulletin 

Date: October 18, 2011 

Summary: This staff legal bulletin provides information for companies and 
shareholders regarding Rule 14a-8 under the Securities Exchange Act of 
1934. 

Supplementary Information: The statements in this bulletin represent 
the views of the Division of Corporation Finance (the "Division"). This 
bulletin is not a rule, regulation or statement of the Securities and 
Exchange Commission (the "Commission"). Further, the Commission has 
neither approved nor disapproved its content. 

Contacts: For further information, please contact the Division's Office of 
Chief Counsel by calling (202) 551-3500 or by submitting a web-based 
request form at https ://tts.sec.gov/cgi-bin/corp_ fin_interpretive . 

A. The purpose of this bulletin 

This bulletin is part of a continuing effort by the Division to provide 
guidance on important issues arising under Exchange Act Rule 14a-8. 
Specifically, this bulletin contains information regarding: 

• Brokers and banks that constitute "record" holders under Rule 14a-8 
(b)(2)(i) for purposes of verifying whether a beneficial owner is 
eligible to submit a proposal under Rule 14a-8; 

• Common errors shareholders can avoid when submitting proof of 
ownership to companies; 

• The submission of revised proposals; 

• Procedures for withdrawing no-action requests regarding proposals 
submitted by multiple proponents; and 

• The Division's new process for transmitting Rule 14a-8 no-action 
responses by email. 

You can find additional guidance regarding Rule 14a-8 in the following 
bulletins that are available on the Commission's website: SLB No. 14, SLB 
No. 14A, SLB No. 148, S1B No. 14C, SLB No. 140 and SLB No. 14E. 

https://www.sec.gov/interpsllegal/cfslb 14 f.htm 11/412015 
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B. The types of brokers and banks that constitute "record" holders 
under Rule 14a-8(b)(2){i) for purposes of verifying whether a 
beneficial owner is eligible to submit a proposal under Rule 14a-8 

1. Eligibility to submit a proposal under Rule 14a-8 

To be el igible to submit a shareholder proposal, a shareholder must have 
continuously held at least $2,000 in market value, or 1 %, of the company's 
securities entitled to be voted on the proposal at the shareholder meeting 
for at least one year as of t he date the sha reholder submits the proposal. 
The shareholder must also continue to hold the required amount of 
securities through the date of the meeting and must provide the company 
with a written statement of intent to do so.1 

The steps that a shareholder must take to verify his or her eligibility to 
submit a proposal depend on how the shareholder owns the securities. 
There are two types of security holders in the U.S.: registered owners and 
beneficial owners.' Registered owners have a direct relationship with the 
issuer because their ownership of shares is listed on the records maintained 
by the issuer or its transfer agent. If a shareholder is a registered owner, 
the company can independently confirm that the shareholder's holdings 
satisfy Rule 14a-8(b)'s eligibility requirement. 

The vast majority of investors in shares issued by U.S. companies, 
however, are beneficial owners, which means that they hold their securities 
in book-entry form through a securities intermediary, such as a broker or a 
bank. Beneficial owners are sometimes referred to as "street name" 
holders. Rule 14a-8(b)(2)(i) provides that a beneficial owner can provide 
proof of ownership to support his or her eligibility to submit a proposal by 
submitting a written statement "from the 'record' holder of [the] securities 
(usually a broker or bank)," verifying that, at the time the proposal was 
submitted, the shareholder held the requ ired amount of securities 
continuously for at least one year.1 

2. The role of the Depository Trust Company 

Most large U.S. brokers and banks deposit their customers' secu rities with, 
and hold those securities t hrough, the Depository Trust Company ("DTC"), 
a registered clearing agency acting as a securities depository. Such brokers 
and banks are often referred to as "participants" in DTC.i The names of 
these DTC participants, however, do not appear as the registered owners of 
the securities deposited with DTC on the ltst of shareholders maintained by 
the company or, more typica lly, by its transfer agent. Rather, DTC's 
nominee, Cede & Co., appears on the shareholder l}st as the sole registered 
owner of securities deposited with OTC by the DTC participants. A company 
can request from OTC a " securities position listing" as of a specified date, 
which identifies the DTC participants having a position in the company's 
securities and the number of secur~ties held by each DTC participant on that 
date.~ 

3. Brokers and banks that constitute "record" holders under Rule 
14a-8(b)(2)(i) for purposes of verifying whether a beneficial 
owner is eligible to submit a proposal under Rule 14a-8 

In The Hain Celestial Group, Inc. {Oct. 1, 2008), we took the position that 
an introducing broker could be considered a '1record" holder for purposes of 
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Rule 14a-8(b)(2)(i). An introducing broker is a broker that engages in sales 
and other activities involving customer contact, such as opening customer 
accounts and accepting customer orders, but is not permitted to maintain 
custody of customer funds and securities.i Instead, an introducing broker 
engages another broker, known as a "clearing broker," to hold custody of 
client funds and securities, to clear and execute customer trades, and to 
handle other functions such as issuing confirmations of customer trades and 
customer account statements. Clearing brokers generally are OTC 
participants; introducing brokers generally are not. As introducing brokers 
generally are not DTC participants, and therefore typically do not appear on 
DTC's securities position listing, Hain Celestial has required companies to 
accept proof of ownership letters from brokers in cases where, unlike the 
positions of registered owners and brokers and banks that are DTC 
participants, the company is unable to verify the positions against its own 
or its transfer agent's records or against DTC's securities position listing. 

In light of questions we have received following two recent court cases 
relating to proof of ownership under Rule 14a-al and in light of the 
Commission's discussion of registered and beneficial owners in the Proxy 
Mechanics Concept Release, we have reconsidered our views as to what 
types of brokers and banks should be considered "record" holders under 
Rule 14a-8(b)(2)(i). Because of the transparency of OTC participants' 
positions in a company's securities, we will take the view going forward 
that, for Rule 14a-8(b)(2)(i) purposes, only OTC participants should be 
viewed as "record" holders of securities that are deposited at OTC. As a 
result, we will no longer follow Hain Celestial. 

We believe that taking this approach as to who constitutes a "record" 
holder for purposes of Rule 14a-8(b)(2)(i) will provide greater certainty to 
beneficial owners and companies. We also note that this approach is 
consistent with Exchange Act Rule 12g5-1 and a 1988 staff no-action letter 
addressing that rule,i under which brokers and banks that are OTC 
participants are considered to be the record holders of securities on deposit 
with OTC when calculating the number of record holders for purposes of 
Sections 12(g) and lS(d) of the Exchange Act. 

Companies have occasionally expressed the view that, because OTC's 
nominee, Cede & Co., appears on the shareholder list as the sole registered 
owner of securities deposited with OTC by the OTC participants, only DTC or 
Cede & Co. should be viewed as the "record" holder of the securities held 
on deposit at DTC for purposes of Rule 14a-8(b)(2)(i). We have never 
interpreted the rule to require a shareholder to obtain a proof of ownership 
letter from OTC or Cede & Co., and nothing in this guidance should be 
construed as changing that view. 

How can a shareholder determine whether his or her broker or bank is a 
OTC participant? 

Shareholders and companies can confirm whether a particular broker or 
bank is a DTC participant by checking DTC's participant list, which is 
currently available on the Internet at 
http://www.dtcc.com/,..., /media/Files/Downloads/client-
center/DTC/a lpha.ashx. 

What if a shareholder's broker or bank is not on DTC's participant list? 
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The shareholder will need to obtain proof of ownership from the OTC 
participant through which the securities are held. The shareholder 
should be able to find out who this OTC participant is by asking the 
shareholder's broker or bank.2 

If the OTC participant knows the shareholder's broker or bank's 
holdings, but does not know the shareholder's holdings, a shareholder 
could satisfy Ru te 14a-8(b)(2)(i) by obtaining and submitting two proof 
of ownership statements verifying that, at the time the proposal was 
submitted, the required amount of securities were continuously held for 
at least one year - one from the shareholder's broker or bank 
confi rming the sharehotder's ownership, and the other from the OTC 
participant confirming the broker or bank's ownership. 

How will the staff process no-action requests that argue for exclusion on 
the basis that the shareholder's proof of ownership is not from a DTC 
participant? 

The staff will grant no-action rel ief to a company on the basis that the 
sha reholder's proof of ownership is not from a OTC participant only if 
the company's notice of defect describes the required proof of 
ownership in a manner that is consistent with the guidance contained in 
this bulletin. Under Rule 14a-8(f)( l ), the shareholder will have an 
opportunity to obtain the requisste proof of ownership after receiving the 
notice of defect. 

C. Common errors shareholders can avoid when submitting proof of 
ownership to companies 

I n this section, we describe two common errors shareholders make when 
subm itting proof of ownership for purposes of Rule 14a-8(b)(2), and we 
provide guidance on how to avoid these errors. 

First, Ru le 14a-8(b) requires a shareholder to provide proof of ownership 
that he or she has "continuously held at least $2,000 in market va lue, or 
1 %, of the company's securities entitled to be voted on the proposal at the 
meeting for at least one year by the date you submit the 
proposal" (emphasis added).ll We note that many proof of ownership 
letters do not satisfy th is requirement because they do not verify the 
shareholder's beneficial ownership for the entire one-year period preceding 
and including the date the proposal is submitted. In some cases, the letter 
speaks as of a date before the date the proposat is submitted, thereby 
leaving a gap between the date of the verification and the date the proposal 
is submitted . In other cases, the letter speaks as of a date after the date 
the proposal was submitted but covers a period of only one year, thus 
fai ling to verify the shareholder's beneficial ownership over the required full 
one-year period preceding the date of the proposal's submission. 

Second, many letters fail to confirm continuous ownership of the securities. 
This can occu r when a broker or bank submits a letter that confirms the 
shareholder's beneficial ownership only as of a specified date but omits any 
reference to continuous ownership for a one-year period. 

We recognize that the requ irements of Rule 14a-8(b) are highly prescriptive 
and can cause Inconvenience for shareholders when submitti ng proposals. 
Although our administration of Rule 14a-8(b) is constrained by the terms of 
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the rule, we believe that shareholders can avoid the two errors highlighted 
above by arranging to have their broker or bank provide the required 
verification of ownership as of the date they plan to submit the proposal 
using the following format: 

"As of [date the proposal is submitted], [name of shareholder] 
held, and has held continuously for at least one year, [number 
of securities] shares of [company name] [class of securities]."11 

As discussed above, a shareholder may also need to provide a separate 
written statement from the DTC participant through which the shareholder's 
securities are held if the shareholder's broker or bank is not a DTC 
participant. 

D. The submission of revised proposals 

On occasion, a shareholder will revise a proposal after submitting it to a 
company. This section addresses questions we have received regarding 
revisions to a proposal or supporting statement. 

1. A shareholder submits a timely proposal. The shareholder then 
submits a revised proposal before the company's deadline for 
receiving proposals. Must the company accept the revisions? 

Yes. In this situation, we believe the revised proposal serves as a 
replacement of the initial proposal. By submitting a revised proposal, the 
shareholder has effectively withdrawn the initial proposal. Therefore, the 
shareholder is not in violation of the one-proposal limitation in Rule 14a-8 
(c).ll If the company intends to submit a no-action request, it must do so 
with respect to the revised proposal. 

We recognize that in Question and Answer E.2 of SLB No. 14, we indicated 
that if a shareholder makes revisions to a proposal before the company 
submits its no-action request, the company can choose whether to accept 
the revisions. However, this guidance has led some companies to believe 
that, in cases where shareholders attempt to make changes to an initial 
proposal, the company is free to ignore such revisions even if the revised 
proposal is submitted before the company's deadline for receiving 
shareholder proposals. We are revising our guidance on this issue to make 
clear that a company may not ignore a revised proposal in this situation.ll 

2. A shareholder submits a timely proposal. After the deadline for 
receiving proposals, the shareholder submits a revised proposal. 
Must the company accept the revisions? 

No. If a shareholder submits revisions to a proposal aher the deadline for 
receiving proposals under Rule 14a-8{e}, the company is not required to 
accept the revisions. However, if the company does not accept the 
revisions, it must treat the revised proposal as a second proposal and 
submit a notice stating its intention to exclude the revised proposal, as 
required by Rule 14a-8(j). The company's notice may cite Rule 14a-8(e) as 
the reason for excluding the revised proposal. If the company does not 
accept the revisions and intends to exclude the initial proposal, it would 
also need to submit its reasons for excluding the initial proposal. 
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3. If a shareholder submits a revised proposal, as of which date 
must the shareholder prove his or her share ownership? 

A shareholder must prove ownership as of the date the original proposal is 
submitted. When the Commission has discussed revisions to proposals,ll it 
has not suggested that a revision triggers a requrrement to provide proof of 
ownership a second time. As outlined in Rule 14a-8(b), proving ownership 
includes providing a written statement that the shareholder intends to 
continue to hold the securities through the date of the shareholder meeting . 
Rule 14a-8(f)(2) provides that if the shareholder "fails in [his or her] 
promise to hold the required number of securities through the date of the 
meeting of shareholders, then the company will be permitted to exclude all 
of [the same shareholder's] proposals from its proxy materia's for any 
meeting held in the following two calendar years." With these provisions in 
mind, we do not interpret Rule 14a-8 as requiring additional proof of 
ownership when a shareholder submits a revised proposal.ll 

E. Procedures for withdrawing no-action requests for proposals 
submitted by multiple proponents 

We have previously addressed the requirements for withdrawing a Rule 
14a-8 no-actton request in SLB Nos. 14 and 14C. SLB No. 14 notes that a 
company should include with a withdrawal letter documentation 
demonstrating that a shareholder has withdrawn the proposal. In cases 
where a proposal submitted by multiple shareholders is withdrawn, SLB No. 
14C states that, if each shareholder has designated a lead individual to act 
on its behalf and the company is able to demonstrate that the individual is 
authorized to act on behalf of all of the proponents, the company need only 
provide a letter from that lead individual indicating that the lead individual 
is withdrawing the proposal on behalf of alt of the proponents. 

Because there is no relief granted by the staff in cases where a no-action 
request is withdrawn following the withdrawal of the related proposal, we 
recognize that the threshold for withdrawing a no-action request need not 
be overly burdensome . Going forward, we will process a withdrawal request 
if the company provides a letter from the lead filer that includes a 
representation that the lead filer is authorized to withdraw the proposal on 
behalf of each proponent identified in the company's no-action request.~ 

F. Use of email to transmit our Rule 14a-8 no-action responses to 
companies and proponents 

To date, the Division has transmitted copies of our Rule 14a-8 no-action 
responses, including copies of the correspondence we have received in 
connection with such requests, by U.S. mail to companies and proponents. 
We also post our response and the related correspondence to the 
Commission's website shortly after issuance of our response. 

In order to accelerate delivery of staff responses to companies and 
proponents, and to reduce our copying and postage costs, going forward, 
we intend to transmit our Rule 14a-8 no-action responses by email to 
companies and proponents. We therefore encourage both companies and 
proponents to include email contact information in any correspondence to 
each other and to us. We will use U.S. mail to transmit our no-action 
response to any company or proponent for which we do not have email 
contact information. 
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Given the availability of our responses and the related correspondence on 
the Commission's website and the requirement under Rule 14a-8 for 
companies and proponents to copy each other on correspondence 
submitted to the Commission, we believe it is unnecessary to transmit 
copies of the related correspondence along with our no-action response. 
Therefore, we intend to transmit only our staff response and not the 
correspondence we receive from the parties. We will continue to post to the 
Commission's website copies of this correspondence at the same time that 
we post our staff no-action response. 

1 See Rule 14a-8(b). 

2 For an explanation of the types of share ownership in the U.S., see 
Concept Release on U.S. Proxy System, Release No. 34-62495 (July 14, 
2010) [75 FR 42982] ("Proxy Mechanics Concept Release"), at Section II.A. 
The term "beneficial owner" does not have a uniform meaning under the 
federal securities laws. It has a different meaning in this bulletin as 
compared to "beneficial owner" and "beneficial ownership" in Sections 13 
and 16 of the Exchange Act. Our use of the term in this bulletin is not 
intended to suggest that registered owners are not beneficial owners for 
purposes of those Exchange Act provisions. See Proposed Amendments to 
Rule 14a-8 under the Securities Exchange Act of 1934 Relating to Proposals 
by Security Holders, Release No. 34-12598 (July 7, 1976) [41 FR 29982], 
at n.2 ("The term 'beneficial owner' when used in the context of the proxy 
rules, and in light of the purposes of those rules, may be interpreted to 
have a broader meaning than it would for certain other purpose[sJ under 
the federal securities laws, such as reporting pursuant to the Williams 
Act."). 

1 If a shareholder has filed a Schedule 130, Schedule 13G, Form 3, Form 4 
or Form 5 reflecting ownership of the required amount of shares, the 
shareholder may instead prove ownership by submitting a copy of such 
filings and providing the additional information that is described in Rule 
14a-8( b )( 2) (ii). 

i DTC holds the deposited securities in "fungible bulk," meaning that there 
are no specifically identifiable shares directly owned by the DTC 
participants. Rather, each DTC participant holds a pro rata interest or 
position in the aggregate number of shares of a particular issuer held at 
DTC. Correspondingly, each customer of a DTC participant - such as an 
individual investor - owns a pro rata interest in the shares in which the DTC 
participant has a pro rata interest. See Proxy Mechanics Concept Release, 
at Section II.B.2.a. 

~See Exchange Act Rule 17Ad-8. 

2 See Net Capital Rule, Release No. 34-31511 {Nov. 24, 1992) [57 FR 
56973] ("Net Capital Rule Release"), at Section II.C. 

l See KBR Inc. v. Chevedden, Civil Action No. H-11-0196, 2011 U.S. Dist. 
LEXIS 36431, 2011 WL 1463611 {S.D. Tex. Apr. 4, 2011); Apache Corp. v. 
Chevedden, 696 F. Supp. 2d 723 {S.D. Tex. 2010). In both cases, the court 
concluded that a securities intermediary was not a record holder for 
purposes of Rule 14a-8{b) because it did not appear on a list of the 
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company's non-objecting beneficial owners or on any DTC securities 
position l;sting, nor was the intermediary a DTC participant. 

~ Techne Corp. (Sept. 20, 1988). 
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i In add ition, if the shareholder's broker is an introducing broker, the 
shareholder's account statements should include the clearing broker's 
identity and telephone number. See Net Capital Rule Release, at Section 
11 .C.(iii). The clearing broker w iU generally be a DTC participant. 

!.2 For purposes of Rule 14a-8(b), the submtsslon date of a proposal will 
generally precede the company's receipt date of the proposal, absent the 
use of electronic or other means of same-day delivery. 

ll This format is acceptable for purposes of Rule 14a-8(b), but it is not 
mandatory or exclusive. 

ll As such, it is not appropriate for a company to send a notice of defect for 
multiple proposals under Rule 14a-8(c) upon receM ng a revised proposal. 

u This position will apply to all proposals submitted after an initial proposal 
but before the company's deadline for receiving proposals, regardless of 
whether they are explicitly labeled as "revisions" to an initial proposal, 
unless the shareholder affirmatively indicates an intent to submit a second, 
additional proposal for inclusion in the company's proxy materials. In that 
case, the company must send the shareholder a notice of defect pursuant 
to Rule 14a-8(f)(l) if it intends to exclude either proposal from its proxy 
materials in reliance on Ru le 14a-8(c) . In light of th is guidance, with 
respect to proposals or rev~si ons received before a company's deadline for 
submission, we will no longer follow Layne Christensen Co. (Mar. 21, 2011) 
and other prior staff no-action letters in which we took the view that a 
proposal would violate the Rule 14a-8(c) one-proposal limitation if such 
proposal is submitted to a company after the company has either submitted 
a Ru le 14a-8 no-action request to exclude an earl ier proposal submitted by 
the same proponent or notified the proponent that the earlier proposal was 
excludable under the rule. 

!! See, e.g., Adoption of Amendments Relat ing to Proposals by Security 
Holders, Release No. 34-12999 (Nov. 22, 1976) [41 FR 52994]. 

ll Because the relevant date for proving ownership under Rule 14a~8(b) is 
the date the proposat is submitted, a proponent who does not adequately 
prove ownership in connection with a proposal is not permitted to submit 
another proposal for the same meeting on a later date. 

li Nothing in this staff position has any effect on the status of any 
shareholder proposal that is not withdrawn by the proponent or its 
authorized representative. 

http://www.sec.gov/interps/legal/cfslb14f. htm 

Home I Previous Page Modified: 10/18/2011 

https://www.sec.gov/interps/legal/cfslb l 4f.htm 11/4/2015 



Personal Investing P.O. Box 770001 
Covington, KY 45277-0045 

November 18, 2015 

John R. Chevedden 
Via facsimile to:

To Whom It May Concern: 

c 
Post-it® Fax Note 7671 
To 

Co./Dept. Co. 

Phone# 

Fax# 

This letter is provided at the request of Mr. Jolm R Chevedden, a customer of Fidelity 
Investments. 

Please accept this letter as confirmation that as of the date of this letter, Mr. Chevedden 
has continuously owned no fewer than 50 shares of Fiserv, Inc. (CUSIP: 337738108, 
trading symbol: FISV), no fewer than 50 shares of Citigroup, Inc. (CUSIP: 172967424, 
trading symbol: C), no fewer than 50 shares of United Parcel Service (CUSIP: 
911312106, trading symbol: UPS), no fewer than 100 shares of Autonation, Inc.(CUSIP: 
05329Wl 02, trading symbol: AN), no fewer than 100 shares of Northrop Grwnman 
Corp. Holding Company (CUSIP: 666807102, trading symbol: NOC) and no fewer than 
50 shares of Eastman Chemical Company (CUSIP: 277432100, trading symbol: EMN) 
since October 1, 2014. 

The shares referenced above are registered in the name of National Financial Services 
LLC, a DTC participant (DTC number: 0226) and Fidelity Investments affiliate. 

I hope you find this information helpful. If you have any questions regarding this issue, 
please feel free to contact me by cal.ling 800-800-6890 between the hours of 8:30 a.m. 
and 5:00 p.m. Central Time (Monday through Friday). Press 1 when asked if this call is a 
response to a letter or phone call; press *2 to reach an individual, then enter my 5 digit 
extension 48040 when prompted. 

George Stasinopoulos 
Client Services Specialist 

Our File: W421268-17NOV15 

F'idelity Brokerage ServiCes UC, Member NYSE, SIPC 
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ENCLOSURE 2 
 

STATEMENT OF INTENT TO EXCLUDE STOCKHOLDER PROPOSAL 

The Proposal requests that the Company’s Board of Directors (the “Board”) 
amend its clawback policies to provide that “a substantial portion of annual total compensation 
of Executive Officers, identified by the board, shall be deferred and be forfeited in part or in 
whole, at the discretion of the Board, to help satisfy any monetary penalty associated with any 
violation of law regardless of any determined responsibility by any individual officer.”  Among 
other things, the Proposal would also require that “any forfeiture and relevant circumstances be 
reported to shareholders.”1  A copy of the Proposal is attached hereto.   

In his Supporting Statement, the Proponent acknowledges that the Company 
amended its executive compensation policies in 2014.  Those amendments provide for forfeitures 
of compensation when an employee violates law or where a violation has resulted from that 
employee’s failure to satisfy his or her responsibilities to oversee other employees who might 
have violated the law.   The Proponent submits that the Company’s policies do not go far enough 
to deter wrongdoing by other employees:  

[The Company’s policy] is welcome.  It reflects that the Board 
agrees that compensation serves as an appropriate tool for 
deterrence and that restrictions should apply more broadly than 
simply to those determined to have violated the law.  We believe 
further refinement in our resolution can help strengthen Citi’s 
policy by making compliance with law a group concern.  

THE PROPOSAL RELATES TO THE COMPANY’S ORDINARY BUSINESS. 

The Proposal relates to the Company’s ordinary business operations and may 
therefore be excluded from the Company’s proxy materials under Rule 14a-8(i)(7).  The 
Proposal seeks to enact a policy intended to decrease the likelihood of fines or other penalties 
levied against the Company for violations of law.  As noted in the Supporting Statement, the 
Proposal is intended to make “compliance with the law” a “group concern,” by placing executive 
compensation at risk of forfeiture, if other employees violate the law.  The Staff has long taken 

                                                 
1 The resolution in the Proposal provides: 

 RESOLVED, that shareholders of Citigroup Inc. urge the Board of Directors to amend the General 
Clawback policy to provide that a substantial portion of annual total compensation of Executive 
Officers, identified by the board, shall be deferred and be forfeited in part or in whole, at the 
discretion of the Board, to help satisfy any monetary penalty associated with any violation of law 
regardless of any determined responsibility by any individual officer; and that this annual deferred 
compensation be paid to the officers no sooner than 10 years after the absence of any monetary 
penalty; and that any forfeiture and relevant circumstances be reported to shareholders.  These 
amendments should operate prospectively and be implemented in a way that does not violate any 
contract, compensation plan, law or regulation.  
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the position that proposals related to legal compliance programs relate to ordinary business and 
may be omitted from a company’s proxy materials under Rule 14a-8(i)(7).2   

The Company operates in heavily regulated industries and must comply with legal 
requirements both within and outside the United States.  The Company must routinely respond to 
inquiries from a wide range of governmental bodies and agencies, including the Federal Reserve, 
the Securities and Exchange Commission, the US Department of Justice, the US Department of 
Treasury, the Federal Reserve Board, the Federal Reserve Bank of New York and the Consumer 
Financial Protection Bureau.  The systems that the Company employs to comply with applicable 
laws are necessarily tailored to the Company’s specific business lines and the legal environments 
in which they are operated.  These systems require complex judgments calls, both on the 
cost/benefit analyses of particular compliance regimes and the choice of which set of compliance 
measures will best enable the Company to satisfy applicable legal requirements. 

Forfeiture of compensation is only one potential tool that the Company could use 
to encourage its workforce to comply with applicable law, but determining whether to use 
forfeiture as a compliance tool presents a complex issue for the Company.3  The forfeiture 
scheme urged by the Proponent would, in one sense, make certain executives function as 
potential guarantors that a violation of law will not occur.  There are many other ways to ensure 
that top officers perform compliance functions, including by tasking certain officers with that 
responsibility.  Using roving forfeitures as a means to police violations of law simply may not 
provide the most effective means of fostering a good compliance system.  The stockholders are 
not in a position to assess what role compensation should play in the Company’s compliance 
efforts, and the Proponent is seeking to micromanage the Company by asking for a stockholder 
referendum on this issue.   

The Proposal also seeks to micromanage the Company’s legal compliance 
systems by seeking a report to stockholders on an event of forfeiture and the “relevant 
circumstances” leading to the forfeiture.  A public report might damage the Company’s 
                                                 
2 JPMorgan Chase & Co. (avail. Mar. 13, 2014) (concurring with the exclusion of a proposal requesting a policy 

review for clarifying and enhancing implementation of board members’ and officers’ fiduciary, moral and legal 
obligations to stockholders and other stakeholders because the proposal related to the company’s legal 
compliance program); see also Raytheon Co. (avail. Mar. 25, 2013) (noting that “[proposals] that concern a 
company’s legal compliance program are generally excludable under rule 14a-8(i)(7)”); Halliburton Co. (avail. 
Mar. 10, 2006) (concurring in the exclusion of a proposal asking for a report evaluating the potential impact of 
legal violations and investigations on the company’s reputation and stock price). 

3 Rule 14a-8(i)(7) embodies a policy “to confine the resolution of ordinary business problems to management and 
the board of directors, since it is impracticable for shareholders to decide how to solve such problems at an 
annual shareholders meeting.”  SEC Release No. 34-40018 (May 21, 1998).  The first central consideration 
upon which that policy rests is that “[c]ertain tasks are so fundamental to management’s ability to run a 
company on a day-to-day basis that they could not, as a practical matter, be subject to direct shareholder 
oversight.”  Id.  The second central consideration underlying the exclusion for matters related to the Company’s 
ordinary business operations is “the degree to which the proposal seeks to ‘micro-manage’ the company by 
probing too deeply into matters of a complex nature upon which shareholders, as a group, would not be in a 
position to make an informed judgment.”  Id.  The second consideration comes into play when a proposal 
involves “methods for implementing complex policies.”  Id. 
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reputation.  Also, if a legal or regulatory proceeding is ongoing, a public report of forfeiture 
might necessitate the disclosure of confidential or privileged information about the alleged 
underlying violation of law or might be perceived as an admission of culpability on the part of 
the Company.  These are judgment calls that must be reserved for the Board and Company 
management.4 

The Company is mindful that the Proposal is styled as a resolution on executive 
compensation, and the Staff has traditionally viewed proposals relating to senior executive 
compensation as presenting a significant social policy and therefore outside the scope of 
proposals that may be omitted under Rule 14a-8(i)(7).  But, the Company believes the thrust and 
focus of the Proposal relates to its legal compliance programs.  Unlike most compensation 
proposals, the Proposal does not relate to the level or type of compensation provided to 
executives.5  Moreover, the Proposal makes clear that the requested forfeiture might occur 
irrespective of whether an officer is determined to have been responsible for a violation of law.  
Accordingly, the Proposal does not relate to the performance of the Company’s executive 
officers.  Indeed, the Proposal’s focus on “making compliance with the law a group concern” 
demonstrates that the true intent of the Proposal is to address the relationship between executives 
and rank-and-file employees who need to be monitored for legal compliance issues.   

A proposal that facially relates to senior executive compensation may be excluded 
if the thrust and focus of the Proposal relates to other ordinary business matters.  For example, in 
2014, the Staff concurred with the omission of a proposal from a company’s proxy materials 
where the proponent asked the company’s compensation committee to “include in its metrics 
used to determine incentive compensation for the company’s five most-highly compensated 
executives a metric related to the effectiveness of the company’s policies and procedures 
designed to promote adherence to laws and regulations.”6  The Staff concurred with the company 
that the proposal could be omitted from the company’s proxy materials under Rule 14a-8(i)(7).  
According to the Staff, “[A]lthough the Proposal relates to executive compensation, the thrust 
and focus of the proposal is on the ordinary business matter of the company’s legal compliance 
program.”7  The thrust and focus of the Proposal is the same here because the Proposal seeks to 
make “compliance with the law a group concern.”  The Staff has reached a similar conclusion in 

                                                 
4 See Halliburton Co. (avail. Mar. 10, 2006) (concurring in the omission of a proposal calling for a report 

evaluating the potential impact of certain violations and investigations on the company’s reputation and stock 
value because it related to the company’s ordinary business operations (i.e., general conduct of a legal 
compliance program)). 

5 See Staff Legal Bulletin 14A (July 12, 2009) (discussing that senior executive and director compensation matters 
involve “significant social policy issues” that transcend day-to-day business matters and are appropriate for a 
stockholder vote); SunTrust Banks, Inc. (avail. Jan. 6, 2015). 

6 Apple Inc. (avail. Dec. 30, 2014). 

7 Id. 
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other instances, where a proposal facially relates to senior executives but the thrust and focus of 
the proposal is on other ordinary business.8 

CONCLUSION 

For the foregoing reasons, the Company believes that the Proposal may be 
excluded from the 2016 Proxy Materials pursuant to Rule 14a-8(i)(7). 

 

  

 

9709347 

                                                 
8 See e.g. FedEx Corporation (avail. June 24, 2011) (concurring with the omission of a proposal that asked the 

board to “adopt a public policy to promote responsible use of company stock by all named executive officers 
and directors, which policy would bar derivative or speculative transactions involving company stock” because 
the proposal related to the use of company stock rather than the significant policy issue); YUM! Brands, Inc. 
(avail. Feb. 25, 2015) (concurring with the omission of a proposal that asked the board to review the company’s 
executive compensation policy and prepare a report that would include “a comparison of the total compensation 
package of the top senior executives and [the company’s] store employees' median wage in the United States in 
July 2005, 2010 and 2015” because the proposal related to ordinary business matters, general employee 
compensation, and was not limited to senior executive compensation).  


