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Report on the Shareholder Communications Process with  
Street Name Holders, and the NOBO-OBO Mechanism 

 
Introduction and Executive Summary 
 
The U.S. Securities and Exchange Commission (SEC) has announced that it intends to 
reexamine the system through which shareholders communicate with issuers and vote their 
shares. An important part of the shareholder voting and communications system services 
millions of street name shareholders each year, who hold their shares indirectly through 
brokers and bank custodians.  

The members of the Securities Industry and Financial Markets Association (SIFMA)1 have a 
strong interest in ensuring that the shareholder communications and voting system 
continues to operate in a reliable, efficient and credible manner that serves the interest of 
their clients. Members also have an interest to ensure that important interests of their clients 
receive adequate protection, including the privacy rights of shareholders regarding the 
confidentiality of their personal information and trading decisions. 

Clients benefit equally when issuers communicate with them on important matters. Members 
generally support enhancements to the shareholder communications system that promote 
such communications, so long as such enhancements do not diminish efficiency, reliability 
and credibility of the existing system, or impair other important interests of participants. It is 
accordingly the purpose of this paper to provide background and other factual information 
that may be helpful as members and other interested parties consider the current 
shareholder communications process, including commentary on the SEC’s anticipated 
concept release. 

Although the street name form of ownership has existed for nearly as long as the equity 
markets themselves, Congress and the SEC fostered its growth beginning in the 1970s. “Street 
name” holders are those shareholders who hold their shares through a broker or bank 
custodian. Under this form of ownership, shares are technically “owned” (through the 
Depository Trust and Clearing Corporation) by the broker, bank or other intermediary, so that 
only the broker or bank knows the identity of its client, the true beneficial holder. The other 
type of shareholder is a “registered” shareholder, who holds shares directly on the books of 
the issuer or its transfer agent. 

Following the “paper crisis” of the 1960s, Congress concluded that street name ownership 
was a necessary foundation to the efficient functioning of the securities markets. To facilitate 
centralized processing, shares are “immobilized” at depositories so that transfers can be 
made through book entry on the records of those who deal directly with the true beneficial 
owners—the brokers and banks. This approach allows for the clearance and settlement of 
large volumes of trades without the inefficient and costly need to track and process individual 
paper stock certificates. 
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Although today some criticize modern trading systems as complex, the systems enable the 
processing of today’s high volume of trading transactions. The simpler, certificate-based 
systems of the past have proved inadequate. Nor are these systems antiquated as some 
critics have asserted. They are in fact modern, technologically advanced and extremely 
efficient.  

The growth of street name ownership—about 85% of all exchange-traded shares today2—and 
the efficient systems developed around it have paved the way to average daily trading 
volumes that now reach more than 5 billion shares, as compared to 15 million shares in 1970.3  

The shareholder communications system, accordingly, has accepted as a given the street 
name form of ownership, which serves as a foundation for the efficiency of our capital 
markets. As street name ownership has grown, brokers have played an increasingly important 
role in the shareholder communications process and have a strong interest in ensuring that it 
operates effectively and reliably for the benefit of their clients. SEC and stock exchange rules 
provide a legal framework for this relationship, which among other things requires the 
prompt delivery of proxy materials and other communications to clients who are the 
beneficial owners of the shares.  

Among the shareholder communication rules are the NOBO-OBO rules, which place limits on 
when issuers may obtain from brokers information about the beneficial holders of their 
shares.4 A NOBO is a shareholder who has not objected to the disclosure of his or her name, 
address and share position. An OBO, or “objecting beneficial owner,” is a shareholder who 
has objected to such disclosure, preferring that only the broker or bank have his or her 
personal information. Brokers are required to categorize clients as NOBOs by default, unless 
they have affirmatively asked to be OBOs. It is therefore not surprising that 73% of retail 
shareholders are NOBOs.5  

The principal objective of the NOBO-OBO rules is to balance the interests of issuers, brokers 
and shareholders, both retail and institutional.6 When the SEC first began to consider such a 
mechanism in 1981, the reconciliation of interests proved difficult.7 Five more years would 
pass before the SEC would implement the mechanism, and this was after convening an SEC 
advisory committee and an NYSE advisory committee to discuss how to resolve the legitimate 
but differing interests of interested parties. The principal interests to be balanced against 
issuers’ desire for more information included the following:  

 Investors’ interest in privacy—pointing to their desire to avoid having their name, 
address and share ownership information provided to parties other than their banks 
and brokers 

 Brokers' interest in protecting their clients’ privacy interests, as well as their own 
proprietary interests in their client affiliation information 

 Operational efficiency and the allocation of related costs, including start-up costs 
such as software development, database maintenance and data storage 
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The SEC’s determination to make NOBO status the default status for investors served the 
policy objective of promoting NOBO status. Providing investors with the opportunity to opt 
out of NOBO status addressed privacy concerns. The use of an intermediary to provide lists 
of NOBOs to issuers addressed brokers’ concerns because it permitted the transmission of a 
client’s name, address and share position without any ability to associate a particular 
shareholder with a particular broker.8 It also provided data security for firms and their clients, 
insofar as it limited the risk that the information might “leak” into the public domain.  

The intermediary structure also addressed efficiency, as the SEC stated in 1985 that 
“economies of scale will be realized by permitting [brokers and banks] to delegate this 
function to an intermediary which will maximize cost savings while minimizing burdens on 
brokers.”9 The NYSE would set reasonable reimbursement rates for obtaining a NOBO list, so 
that much of the ongoing costs would be born by issuers who made use of the information.  

Insofar as the shareholder communications system has reflected a carefully considered 
balancing of interests, it stands to reason that it was not designed to serve fully and 
completely the interests or desires of any one participant. The NOBO-OBO mechanism, for 
instance, provides issuers with the names, contact information and share position data for 
many of their street name shareholders, while protecting the privacy rights of other 
shareholders who have opted out of such disclosure.  

By design, the system served the policy objective of maximizing the number of NOBOs by 
imposing what the Commission described as a “non-objection standard,” pursuant to which 
“brokers [are] required to disclose the beneficial owner information unless such owner 
specifically objects.”10 As explained below under “Analysis and Recommendations,” evidence 
suggests that the current system accurately reflects the privacy preferences of retail 
investors, although it may be the case that it overstates somewhat the number of investors 
who are willing to disclose publicly their identities, contact information and share positions. 

The shareholder communications system, furthermore, appears to have achieved the most 
important system-related goals: efficiency, reliability and credibility. In 2009, Broadridge 
Financial Solutions, Inc. (Broadridge) successfully processed well more than 600 billion 
shares, delivering more than 140 million sets of proxy materials for more than 13,000 
shareholder meetings, with an average turnaround time of 2.15 days between receipt and 
distribution of proxy materials; Broadridge also coordinated between and among about 950 
brokers and banks, and 6,500 issuers.11 While some participants have expressed their 
frustration with certain aspects of the system, interested parties have reported overall 
satisfaction with its reliability, credibility and efficiency.12 

Although there are other intermediaries that provide this type of service, Broadridge 
currently is the largest provider in the administration of the shareholder communications 
system and proxy voting process.13 Broadridge’s operations are subject to numerous quality 
control features, including but not limited to quarterly reports on vote accuracy, regulatory 
compliance and operational performance from an independent public accountant; a SAS 70 
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Type 2 review; and data security and back-up data storage at a different geographical 
location.  

Furthermore, impartial third parties who are not participants in the system administer the 
process, thus avoiding actual and apparent conflicts of interest that could undermine its 
credibility. Periods of financial turmoil and constant threats of disruption by acts of terrorism 
accentuate the value of quality control, orderly processes and data security.  

The current shareholder communications system likewise provides issuers with the ability to 
communicate with all of their street name holders efficiently and effectively. The vast 
majority of retail shareholders are either NOBOs or registered holders, meaning that their 
names appear either on a NOBO list or on the books of the issuer or its transfer agent. 
Accordingly, issuers today have the option of directly contacting most of their retail 
shareholders.14 But more to the point: While issuers have “direct” contact information for 
these beneficial holders, they typically nonetheless will use an intermediary to communicate 
with them—such as a mail house, proxy solicitor or broker’s agent. In all cases, in order to 
identify an issuer’s shareholders at any given point in time, an agent must have the ability to 
aggregate, store and synthesize information from more than 950 nominees. Any alternative 
approach to shareholder communications also would necessarily involve intermediaries, 
processing time and the corresponding incurrence of costs. 

While we understand that some issuers have expressed frustration that they may 
communicate with OBOs only through an intermediary that they have not chosen, it is 
important to keep in mind that issuers may reach even these shareholders expeditiously 
through the services of a broker’s agent. Issuers may send electronic communications—
frequently on a same-day basis—to the growing numbers of shareholders who have provided 
email information. For instance, the number of sets of proxy materials that Broadridge 
delivered electronically grew from 42,873 in 1998 to 21,183,845 in 2009.15 Since that time, the 
number of investors agreeing to e-delivery through Broadridge has grown by 32% to 28 
million as of May 1, 2010.16  

Based on our review of the shareholder communications and voting system, we would 
advance the following observations and recommendations: 

 All participants should support and facilitate issuers’ decisions to communicate with 
their shareholders. While issuers can already do so under the current system, brokers 
should support any modifications to that system that would further enhance an 
issuer’s ability to communicate, without undermining the credibility, reliability or 
efficiency of the system, or impairing important interests and reasonable expectations 
of other participants, including modifications related to technological improvements 
that could reduce costs.  

 The growing acceptance of new technologies that facilitate Internet and other 
electronic communications between issuers and shareholders will inevitably result in 
more channels of communication at lower cost. Regulatory policy should further 
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support and encourage the willingness of shareholders to communicate electronically. 
While we believe that a variety of new and existing technologies will offer a number of 
opportunities to enhance issuer-shareholder communications, we support the 
establishment of e-forums sponsored by issuers to provide validated shareholder 
access to a substantial part of an issuer’s shareholder base. We believe that such e-
forums can become a universal utility for shareholder communications that will 
facilitate economical, instantaneous communications between issuers and their 
shareholders, and encourage greater retail shareholder participation in the proxy 
process.  

 Clients look to their brokers to provide guidance, and to protect their legitimate 
interests, when it comes to matters affecting their accounts. While clients rely on their 
brokers to effect transactions in securities, they also expect that each broker will 
provide a consolidated and uniform source of information and support with respect to 
multiple securities included in a given client account. Proxy voting is an important 
area of support. Under the current system, an individual broker is able to facilitate 
proxy voting by presenting a single voting format (whether electronic or paper), and a 
single contact for resolution of questions and problems. Brokers accordingly are in a 
position to address client needs in a holistic manner, and provide an overall positive 
client experience.  

Brokers indeed have long played an important role in facilitating proxy voting, such as 
by educating clients and by responding to thousands of client inquiries each year. To 
further enhance that role, the Commission may consider additional measures to 
facilitate proxy voting (e.g., the establishment of a “client directed voting”17 platform 
implemented by brokers and bank custodians).  

Alternative proposals that in varying degrees would remove brokers and their agents 
from the proxy communications and voting process could lead to a deterioration in 
clients’ overall experience, undermine their legitimate expectations, and possibly 
cause further reductions in retail participation in proxy voting.  

 Privacy is another important interest that clients look to their brokers to protect. 
Investors have a continuing, strong interest in privacy. Anecdotally, we understand 
that firms have from time to time received complaints from clients—who had 
defaulted to NOBO status—with respect to unwanted communications from issuers or 
their proxy solicitors. On the question of when a firm should be forced to disclose its 
clients’ identity and share positions against its clients’ wishes, Congress and the SEC 
long ago struck a balance under Section 13(d) of the Exchange Act to reflect when the 
public interest was sufficiently strong to outweigh investors’ strong privacy interest in 
their personal records. Only significant shareholders that represent more than 5% of a 
class of equity securities listed on a national securities exchange (or otherwise 
registered under Section 12 of the Exchange Act) would be forced to make such 
disclosures. This balance reflects the significance both Congress and the SEC have 
long attributed to the privacy interests of investors in the United States.  
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 We recommend that the shareholder communications and proxy voting system 
continue to treat all categories of shareholders equally. A requirement that investors 
go through additional procedures such as opening “nominee” or other supplemental 
accounts in order to protect their privacy rights—or pay a fee for maintaining OBO 
status—would impact retail shareholders disproportionately because individual 
investors generally lack the monetary, staffing and other resources of institutional 
holders.18 The effect could be to further erode retail shareholder participation in a 
proxy voting system that already suffers from a fundamental imbalance caused by low 
rates of retail voting.  

 A re-examination of the current system should be implemented with a view to 
preserving high levels of security, reliability and efficiency. Among the efficiencies 
that the system should preserve is the savings that issuers have enjoyed as the result 
of the decrease in paper mailing costs based on large and growing databases and 
systems necessary to process email addresses and other client information (e.g., 
through electronic or Internet delivery, householding and specialized account 
processing). According to Broadridge, these issuer savings for the transactions that it 
administered were $413,751,465 during the 2009 proxy season, and about $800 million 
for the year.19  

Proposals to establish multiple “side-by-side” systems, along with proposals to 
“cascade” proxy cards to individual investors, should be carefully scrutinized from an 
operational and economic standpoint. Among other things, we believe that alternative 
solutions that create multiple additional processes, or that fragment the number of 
actors who have responsibility for administering the system, could undermine 
reliability and efficiency and result in higher costs for many issuers and their 
shareholders. Fragmentation of the process, furthermore, could create a confusing 
and unfavorable experience for clients—and in our view further erode retail 
shareholder proxy participation. As noted above, clients expect each broker to provide 
a consolidated and uniform source of information and support with respect to 
multiple securities included in their accounts. Finally, fragmentation of the process 
could likely have adverse implications for regulatory compliance as responsibilities are 
re-allocated among issuers and numerous additional parties, and for data security, 
leading to some risk of “leakage” of clients’ personal information, as well as a firm’s 
proprietary data.  

 Any modifications to the current system should not compromise the security of a 
brokerage firm’s proprietary or confidential information, such as its information on 
client affiliations.  

 In order to preserve the credibility and integrity of the shareholder communications 
system—and avoid the type of actual or apparent conflicts of interest that have 
hampered other intermediaries in different contexts—the system should continue to 
be administered by impartial third parties, and accordingly should not become an 
issuer-directed or investor-directed process.  
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 We recommend that the status of clients as NOBOs or OBOs should be refreshed in a 
neutral manner that does not encourage clients to select any particular status. For 
street name holders who use a firm’s website to review their account information and 
indicate their preferences, this objective could be accomplished by a website page or 
feature, or via an email message, that indicates the client’s status as a NOBO or OBO, 
includes a neutrally worded, plain-English explanatory background about the 
distinction, and provides easy means to change the client’s status electronically. 
Issuers and brokers should share the cost of this effort.  

The following is a summary of the contents of this paper:  

Section I summarizes the history and background related to the shareholder communications 
system, including the decision by Congress and the SEC to foster street name ownership, and 
the adaptation of workable systems for issuer-beneficial holder communications that take 
into account the interests of all interested parties.  

Section II describes the current shareholder communications and proxy voting system, 
including its efficiency and reliability, and how its development reflected a careful balancing 
of interests among shareholders, issuers and intermediaries. This Section also describes the 
relationship between brokers and their clients, and the role that brokers play in protecting 
client interests.  

Section III explains our support for sensible and balanced enhancements to the system for 
shareholder communications and proxy voting, but without sacrificing the important benefits 
and features of the current system, including its efficiency, reliability and credibility, as well 
as the strong interest that many shareholders have in maintaining their privacy.  

 

I. History and Background  

Congress and the SEC encouraged the growth of street name ownership because it was 
necessary to the efficiency of our securities markets. In doing so, the SEC established 
mechanisms that enabled issuers to communicate with all of their shareholders. Under these 
mechanisms, issuers could also learn the names, addresses and share positions of their street 
name shareholders who are categorized as NOBOs. Under the rules, NOBO status is the 
default, so that a shareholder who wishes to be considered an OBO must affirmatively 
request such status with his or her broker or bank.20  

Currently, approximately 73% of retail shareholders are NOBOs.21 For institutional holders, 
the proportion is nearly the reverse. Most institutional shareholders—about 71%—are OBOs, 
accounting for about 91% of all institutionally held shares.22 Because a majority of shares 
outstanding are held by institutional investors, it stands to reason that a vast majority of 
those shares are held in accounts classified as OBOs.23 Institutional shareholders have 
traditionally preferred OBO status for a number of reasons, including the desire to avoid 
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becoming subject to unwanted proxy solicitation efforts, and concern that trading strategies 
might be reverse engineered by third parties. 

 A. A National System for Clearance and Settlement 

Although street name ownership has existed in one form or another likely for as long as there 
have been equity markets, Congress directed the SEC to promote street name ownership 
following the paper crisis of the 1960s in which over 100 firms failed. As the SEC explained in 
its own report on the crisis:  

A veritable explosion in trading volume clogged an inadequate machinery for the 
control and delivery of securities. Failures to deliver securities and to make payment 
ricocheted through the industry and firms lost control of their records and of the 
securities in their possession or charged for them. Operational conditions 
deteriorated so severely that securities markets were required to cease trading one 
day each week at one point, and later to limit daily trading hours.24  

Upon its review of the underlying causes, the SEC sought authority to foster a modern 
approach to clearance and settlement. In 1975, Congress responded by amending the 
Securities Exchange Act of 1934 (Exchange Act) to add Section 17A, entitled “National System 
for Clearance and Settlement of Securities Transactions.” Section 17A opens with the finding 
that:  

The prompt and accurate clearance and settlement of securities transactions, 
including the transfer of record ownership and the safeguarding of securities and 
funds related thereto, are necessary for the protection of investors and persons 
facilitating transactions by and acting on behalf of investors.25  

Section 17A, among other things, provides for the registration of “clearing agencies” (defined 
to include depositories), and “transfer agents,” each subject to regulation by the SEC. 
Paragraph (e) directs that “[t]he [SEC] shall use its authority under this title to end the 
physical movement of securities certificates in connection with the settlement among 
brokers and dealers of transactions in securities . . . .” 

Accordingly, as a leading authority observed, “[a]t least since the early 1970’s, a 
‘certificateless society’ has been a goal of federal securities regulation.”26 Today, most street 
name shares are held in a depository. In the United States, the Depository Trust & Clearing 
Corporation (DTCC) is currently the sole depository.  

The same year that Congress adopted Section 17A, it directed the SEC to study street name 
ownership, as well as various problems and issues associated with it, including the need to 
ensure adequate channels of communication between issuers and street name holders. The 
SEC conducted a lengthy and elaborate study, referenced most commonly as the “Street 
Name Study.” The Street Name Study found that the system worked reasonably well, 
including the distribution of proxy materials.27 The SEC considered and rejected a proposed 
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system for direct communications between issuers and street beneficial holders, for reasons 
that still hold true today, that: 

the advances made in securities transaction processing since the paperwork crisis of 
the late 1960’s depend on the use of nominee name arrangements. Wholesale 
registration of securities in the name of the beneficial owner would, under current 
practice, require that the completion of transactions be accompanied by certificate 
delivery and transfer of record ownership. Under such conditions and at current 
volume levels, the securities industry could not effect transactions in a timely 
manner.28  

At approximately the same time, the SEC embarked on a multi-year effort to adopt and refine 
its rules to require that brokers and banks promptly forward proxy materials and other issuer-
beneficial holder communications.29 While the SEC initially lacked authority to order the 
prompt forwarding of such material by banks, in 1985 Congress amended the Exchange Act to 
provide such authority.  

The resulting SEC and stock exchange rules place on brokers and banks primary regulatory 
responsibility for the prompt forwarding of proxy materials and other issuer communications 
to street name holders. Rule 14a-13 requires that issuers—in advance of a meeting of 
shareholders and within prescribed timeframes—request from brokers and banks information 
about whether they hold the issuer’s shares, and, if so, the number of copies of proxy 
materials necessary to supply such materials to beneficial holders. The issuer must follow 
through by providing the requisite number of copies to each record holder. Rules 14b-1 and 
14b-2 require brokers and banks, respectively, to respond to such inquiries by issuers directly 
or through their agents, and to disseminate proxy materials, also within prescribed 
timeframes.  

The NYSE similarly has adopted rules that require brokers to distribute both proxy materials 
and other issuer-shareholder communications, to vote proxies as instructed by their clients, 
and to maintain corresponding records. Under its Rule 465, the exchange likewise sets “fair 
and reasonable rates of reimbursement” to which brokers are entitled for disseminating 
proxy and other materials and the generation of NOBO lists.  

In the mid-1980s, the SEC commenced a process to further refine the system for street name 
shareholder communications to provide for direct communications between issuers and 
street name holders.  

 B. Direct Communications: The NOBO-OBO Mechanism 

Prompted largely by a continuing desire of some issuers to communicate directly with their 
street name shareholders, in 1981 the SEC established the Advisory Committee on 
Shareholder Communications to examine a handful of issues, including the possibility of 
providing issuers with the names of street name shareholders.30 The Advisory Committee 
consisted of representatives from issuers, brokers, banks and stock exchanges. It conducted 
12 days of public hearings, and received numerous comment letters. The Committee 
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recommended that the SEC propose a new system to permit issuers to identify street name 
holders, but noted several obstacles, including the need to respect privacy rights, such that 
any new process would apply only to “consenting” beneficial owners. In particular, the 
Advisory Committee “believed that any standard should safeguard the privacy interests of 
brokerage customers, . . .”31 

The Committee considered the desire of some issuers to distribute their own proxy materials 
directly or through their own agents, but rejected the idea, reportedly based on concern that 
an alternative system of issuer-directed distribution “could have proved unwieldy, 
unworkable, and unpopular.”32  

The SEC soon thereafter proposed new rules that largely tracked the Committee’s 
recommendations. Five more years, however, would pass before the rules were implemented 
on January 1, 1986, due largely to the need to balance the legitimate but differing interests 
and objectives of participants. This was only after the NYSE convened yet another advisory 
committee consisting of interested parties.33 The principal interests to be balanced against 
issuers’ desire for direct contact information for beneficial owners included the following:  

 Investors’ interest in privacy—pointing to their desire to avoid having their name, 
address and share ownership information provided to parties other than their banks 
and brokers 

 Brokers' interest in protecting their clients’ privacy interests, as well as their own 
proprietary interests in their client affiliation information 

 Operational efficiency, and the allocation of related costs, including start-up costs 
such as software development, database maintenance and data storage  

Providing investors the opportunity to opt out of disclosure to issuers addressed their privacy 
concerns. The use of a single intermediary to synthesize and distribute NOBO lists addressed 
brokers’ concerns because it permitted the transmission of a client’s name, address and share 
position without any ability to associate the shareholder with a particular broker. In the SEC’s 
view, the intermediary structure also addressed concerns about efficiency, as the agency 
stated in 1985 that “economies of scale will be realized permitting [brokers and banks] to 
delegate this function to an intermediary which will maximize cost savings while minimizing 
burdens on brokers.”34 

When the SEC adopted its new rules to govern the NOBO-OBO mechanism, following the 
advice of the advisory committee convened by the NYSE, it encouraged the consolidation of 
responsibility for administering NOBO lists into a single intermediary.35 It did so primarily 
because standardization and centralized processing in its view would minimize start-up costs 
and result in efficiencies from economies of scale, and because it provided brokers with some 
measure of assurance that their client affiliations would be protected.  
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The NOBO-OBO mechanism operates in the following manner: 

1. When a broker opens an account with a new client, the client must elect whether 
he or she wishes to be categorized as a NOBO or as an OBO. Unless the client 
affirmatively indicates that he or she wishes to be an OBO, the client is classified 
as a NOBO by default. The client may, however, at any time request to be switched 
from one category to the other, either orally or in writing. Nothing in the rule 
precludes a broker from refreshing the decision with the client from time to time, 
or from educating the client on the implications of his or her election. 

2. An issuer may at any time request a copy of a list of NOBOs who have positions in 
its shares. The list provides a client’s name, address and share position. The issuer 
may contact the listed shareholders directly—generally by mail or telephone—or 
through the services of a proxy solicitor or other agent. 

3. Following the conclusions of the Advisory Committee on Shareholder 
Communications, the rules preclude issuers from sending proxy materials (with 
the exception of the annual report) to NOBOs. 

II. The Current Shareholder Communications System  

 A. The Role of Brokers and Their Agents  

When it comes to matters affecting their accounts, clients look to their brokers to provide 
guidance, to protect their legitimate interests, and to provide a consolidated and uniform 
source of information and support, including with respect to proxy voting. Many of the most 
important aspects of this role are well understood, but others are not. Brokers protect 
shareholder interests including privacy; they represent a consistent source of investor 
education about the proxy voting system; and they provide an efficient, reliable and credible 
platform for shareholder communications that has been finely tuned over decades of 
operation.  

By dealing primarily through their financial intermediaries for shareholder communications-
related services, investors benefit from a consistent and user-friendly service for every 
security in a portfolio. The current system, administered by brokers and banks, is “portfolio 
oriented,” in the sense that clients interact with their broker or bank in managing the voting 
of all positions in their portfolio. An alternative issuer-directed model would be “position 
oriented,” in the sense that clients could be forced to interact with a variety of different 
actors, differing formats and different voting options, in attempting to vote their shares, 
depending on the security being voted. Any re-examination of the current system should take 
into account investors’ interest in a preserving an efficient, user-friendly service experience.  

Typically under tight timeframes for prompt delivery, brokers and their agents coordinate and 
distribute more than 140 million sets of proxy materials each year for more than 13,000 
annual meetings; they process shareholders’ voting instructions; they maintain sizable 
“shareholder preference” databases containing email addresses and consents to enable 
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electronic delivery, householding and “notice and access”; and they maintain platforms for 
electronic voting for both retail and institutional holders. In addition, brokers and their 
agents coordinate between issuers and individual brokers and banks to ensure that sufficient 
proxy materials are available for delivery. 

Each brokerage firm individually plays an important and substantive role in facilitating proxy 
voting by attending to clients’ questions, needs and interests. Among other things, brokers 
have historically been a consistent source of investor education about the proxy process, and 
the federal proxy rules have long recognized their role in responding to client questions.36 
Brokers and their proxy operations groups field thousands of investor questions each year. In 
addition, Broadridge has stated that it responds to thousands of inquiries that it receives 
directly each year, as undoubtedly do other brokers’ agents.  

Often through proxy services departments, brokers provide a myriad of other services, such 
as verifying and updating clients’ personal information; coordination of external voting 
agents/investment managers; maintenance of other records such as those relating to NOBO-
OBO status; resolution of failing trades prior to record date; management of returned mail, 
including proxy materials; and obtaining or provision of legal proxies for clients who wish to 
attend a shareholders meeting. Brokers furthermore collect and maintain databases 
reflecting the preferences of clients who have chosen to follow the voting recommendations 
of advisors.  

Brokers play an important role in protecting their clients’ interest in privacy both as a 
traditional part of the client relationship, as well as under requirements of federal regulation 
and SEC rules. Title V of the Gramm Leach Bliley Act provides that “[i]t is the policy of the 
Congress that each financial institution has an affirmative and continuing obligation to 
respect the privacy of its customers and to protect the security and confidentiality of those 
customers’ nonpublic personal information.” 37  

 B. Reliability, Efficiency and Credibility  

The shareholder communications system, furthermore, appears to have achieved the most 
important system-related goals: efficiency, reliability and credibility.38 In 2009, the largest 
intermediary providing proxy services successfully processed hundreds of billions of shares 
and more than 264 million shareholder positions, for over 13,000 shareholders meetings, with 
an average turnaround time of 2.15 days between receipt and distribution of proxy materials; 
it also coordinated between and among about 950 brokers and banks, and 6,500 issuers.39 
While some participants have expressed their frustration with aspects of the system, 
interested parties have reported overall satisfaction with its reliability, credibility and 
efficiency .40  

After speaking with numerous investors and other parties, the Proxy Working Group 
established by the New York Stock Exchange echoed in its June 5, 2006, Report the view that 
the process “is viewed by the institutional community as impartial, reliable, and efficiently 
administered.” The Report further stated that “[a]ccording to many parties . . . the current 
proxy communication system is generally efficient and accurate.”41  
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The Proxy Voting Review Committee, a group that had previously studied the proxy voting 
process four years earlier—and similarly included representatives from all interested 
parties—in its report “acknowledged the extraordinary reliability and accuracy provided by 
ADP [the predecessor to Broadridge] in servicing this market,” and predicted that “[a]ccuracy 
and reliability levels will continue at near flawless levels.”42 

The modern shareholder communications process has in fact over several decades maintained 
a high level of credibility among all of its participants. One principal factor has been the 
system’s administration by parties who are impartial to the principal players, issuers and 
investors. The proxy process, accordingly, has generally avoided becoming beset by 
allegations of actual or apparent conflicts of interest that have impacted intermediaries in 
other contexts.  

One institutional investor wrote the following in response to an SEC rulemaking petition that 
urged the agency to adopt an issuer-directed model for shareholder communications:  

Under the present system, ADP [now Broadridge] acts as a neutral third party 
intermediary between shareholders and companies. The [rulemaking] petition will 
instead give companies control over the ability of shareholders to communicate with 
each other. In addition, the . . . petition will transfer responsibility for collecting voting 
instructions to companies, thereby increasing the risk of election fraud.43 

The underlying framework upon which the shareholder communications and proxy voting 
system must operate was designed for a different purpose—the secure and efficient 
execution and settlement of securities transactions. Nonetheless, in facilitating shareholder 
communications and proxy voting, the system has over several decades attained a notable 
level of efficiency and reliability.  

Broadridge reports that it has invested more than $1 billion over the past 10 years, with the 
majority of those investments in the shareholder communications portion of its business. This 
figure does not include investments made by other intermediaries that provide proxy 
distribution and shareholder communications services. More efficient and technologically 
advanced processes result in cost savings for issuers and other participants, even while they 
require additional upfront and other costs incurred by those who implement the 
improvements. 

Over time, brokers agents have eliminated some of the key cost factors by collecting growing 
databases containing email addresses for investors who receive proxy materials and other 
communications via electronic delivery. The total annual savings to issuers was 
approximately $800 million in 2009, when coupled with efficiencies resulting from 
“householding,” where the issuer may send one set of proxy materials to a single household 
that includes multiple shareholders, and specialized account processing, where an issuer may 
limit distribution to an account manager.44  

Electronic communications and other means of reducing paper mailings result in significant 
cost savings because printing and postage costs contribute significantly to the overall cost of 
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shareholder communications. The average cost of printing a full set of proxy materials is 
about $4.32 per unit, based on a 2008 survey.45 Postage is the second largest component. 
Postage for a full set of proxy materials is about $0.97 per set.46 Thus, the elimination of paper 
mailings saves issuers about $5.29 per set of proxy materials.  

To provide an incentive to brokers and their agents to capture savings resulting from the 
elimination of paper mailings, in 1997 the NYSE incorporated an incentive fee into applicable 
reimbursement rates. This “suppression incentive” fee ranges from $0.25 to $0.50, depending 
on the number of accounts holding the issuer’s shares.47 This incentive fee was established 
based on the premise that an issuer would prefer to spend up to $0.50 in order to save about 
$5.29, for net savings of about $4.79 per mailing.48 The fee would help to defray costs incurred 
by brokers and their agents in adapting new technologies and maintaining databases, web 
tools for client interaction and outreach, and other systems that would benefit primarily 
issuers and their shareholders. 

Even today, there are significant costs associated with obtaining email addresses and 
consents to electronic delivery in the first instance, and ensuring that they remain current. 
Efforts to obtain email addresses and consents include educational, promotional, and 
incentive campaigns. While the number of shareholders who have consented to electronic 
delivery is significant and growing, it still represents only about one-third of street name 
holders.49 

The task, furthermore, of maintaining systems and databases enabling the electronic delivery 
of proxy materials and other communications is an ongoing effort. These include web-based 
locations where beneficial holders can sign up for (or deregister from) electronic delivery; 
maintenance of related databases; coordination with the issuer to, among other things, 
confirm the URL at which the materials will be available; customization of email notices; 
quality controls designed to ensure that emails are distributed; systems designed to ensure 
that the emails are not blocked by spam filters or other obstacles; and systems to address and 
in some cases overcome failed email deliveries. The databases containing the emails, 
furthermore, must be secure, backed up in the event of data loss, and should be resilient 
(such as maintenance of redundant data centers).  

Alternative electronic communication channels are in their infancy, but should continue to 
multiply and grow—just as electronic delivery of proxy materials grew exponentially in 
popularity in only a few short years. For example, under new rules permitting the 
establishment of electronic shareholder forums, issuers may establish web-based forums that 
facilitate orderly communications between and among issuers and their shareholders.  

Due to technological and other improvements, the shareholder communications system is 
continuously growing in its capabilities. One example is its potential to provide vote 
confirmations to all shareholders. While some have suggested that vote confirmations are 
only possible if proxy cards are “cascaded” down to beneficial holders, such confirmations are 
in fact possible today under the current system. For example, when Broadridge serves as the 
tabulator in connection with the proxy vote, it can issue a confirmation to an institutional 
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investor using its ProxyEdge® platform that the investor’s vote has been included in the vote. 
Retail investors have not generally sought vote confirmations. However, if demand for this 
service existed, Broadridge has stated that it could also provide such confirmations to retail 
investors. That is, it could confirm that the total vote submitted by a broker is included in the 
overall voting results, and that an individual investor’s vote is included in that broker’s vote. 
When Broadridge is not the tabulator, it can provide the same information so long as the 
tabulator confirms that the vote Broadridge has sent on behalf of brokers is included in the 
vote. 

 C. Issuer’s Ability to Communicate with Retail Shareholders  

Issuers should be encouraged to communicate with their shareholders, and we support 
enhancements that would make such communications easier without impairing the integrity 
of the system or the interests of other participants. We believe, however, that issuers can 
already communicate efficiently and reliably with all of their shareholders, including street 
name holders. Most issuers should also have direct contact information for a significant 
number—if not a vast majority—of their retail holders who are either registered holders or 
NOBOs. Approximately 15% of all exchange-traded shares are held by registered holders, and 
about 73% of all street name holders are NOBOs.50  

The “Plumbing” of Issuer-Shareholder Communications  

Some issuers have expressed a desire to communicate directly with all of their retail 
shareholders. At least in theory, if an issuer has a shareholder’s name and address it could call 
or write the shareholder directly. As noted above, most issuers should have such contact 
information for a significant number of their retail holders who are either registered holders 
or street name holders categorized as NOBOs. As for the balance of street name holders who 
are OBOs, issuers may communicate through intermediaries.  

As a practical matter, it is unclear that such indirect communications through intermediaries 
involve any more process, complexity or cost than direct communications, since issuers 
typically use intermediaries such as mail houses, transfer agents or proxy solicitors for direct 
communications as well. In either case, if an issuer wishes to deliver a communication, it must 
obtain an updated list of its shareholders, requiring one or more intermediaries to collect, 
aggregate and synthesize the information, and then deliver it to the issuer or its agent in a 
timely fashion. Thus, the debate over direct vs. indirect communications boils down to who 
chooses the intermediary used to deliver the communication. If the issuer has direct contact 
information for a shareholder—as in the case of a NOBO—it can hire its own distribution 
agent for informal, interim communications. If it does not have direct contact information—
as in the case of an OBO—or if it is distributing proxy materials, it must use an intermediary 
that is chosen by the broker.  

A system in which each issuer appoints its own distribution agent could reverse efficiencies 
developed in the current system that have resulted in significant cost savings for issuers and 
their shareholders. Such efficiencies include electronic communications, which cut down on 
some of the significant expenses of shareholder communications, e.g., printing and postage 
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costs, as explained more fully above under “Reliability, Efficiency and Credibility.” Because of 
their role in making proxy distributions, brokers’ intermediaries have generally collected 
consents to electronic delivery of proxy materials—which permits them to send a good 
proportion of a distribution electronically—as well as databases reflecting when a single 
distribution may be made for the benefit of numerous holders (e.g., when it is permissible to 
send one set of materials to a single household). Under alternative scenarios, it is not clear 
that issuers or their agents would be able to utilize the information in these databases, and 
electronic deliveries, householding and the availability of sources of significant savings could 
be reduced.  

It is, in all events, difficult to imagine how an efficient or coherent system could be designed 
that would involve each of the thousands of public companies in the United States hiring a 
different distribution agent and separately negotiating with—and coordinating among—
between 100 and 500 bank or broker nominees holding shares on behalf of their street name 
shareholders.  

Under the current system, distributions made through a broker’s intermediary are at 
“reasonable reimbursement” rates set by the NYSE, which have been periodically studied and 
reviewed by various advisory panels consisting of interested parties. The NYSE reviewed and 
revised the rates in 1986, and then again between 1997 and 2002.  

In 1997, the NYSE proposed a substantial reduction in the reimbursement rates, but also a 
new nominee coordination fee, and the “suppression incentive” fee designed to provide an 
incentive to brokers and their agents to eliminate paper shareholder communications.51 The 
NYSE proposed that the new fee structure would be applied during a one-year pilot program. 
Following that one-year pilot, the exchange would retain a certified public accounting firm to 
audit the results “by examining the costs and experiences of the issuers, NYSE member 
organizations and intermediaries during the pilot,” including the results of operations of 
ADP’s [now Broadridge's] shareholder communications group.”52  

The NYSE extended the duration of the pilot several times, during which it adjusted the fee 
structure in a few respects without modifying the overall approach. During this period, Price 
Waterhouse LLP conducted two audits at the behest of the NYSE. The SEC reported that its 
staff also conducted an “in-depth” review and analysis, including interviews with proxy 
industry participants, and reviewed comment letters submitted by interested parties.53 The 
SEC encouraged the formation of an industry committee to review the proposed rate 
structure, and representatives of issuers, brokers, investors and other interests formed the 
Proxy Voting Review Committee in 2001. The committee concluded that the proposed fee 
structure was “fair and reasonable,” and recommended its permanent approval.  

In recommending approval of the proposed fee structure, the Proxy Voting Review 
Committee recognized that critical importance of preserving the reliability of the current 
shareholder communications system.54 In this connection, it noted that “[i]nstitutions will not 
support any reduction/deterioration in service levels and capabilities from what exists 
today.” It noted that “[o]ther fee structures reviewed by the committee would cause 
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significant controversy without improving the current cost and reliability benefits.” The SEC 
approved the new rates in 2002.55  

SEC Rules Provide Wide Latitude for Issuer-Shareholder Communications  

As already noted, issuers can communicate with all of their shareholders, NOBOs, OBOs and 
registered holders. The SEC’s rules on shareholder communications, furthermore, provide 
wide latitude for issuer-shareholder communications. These rules govern the content of an 
issuer’s proxy communications with its shareholders. They restrict such communications only 
to prevent the use of materially incomplete and/or inaccurate statements.  

Because the communications rules focus on communications that influence proxy voting, 
they only apply to “solicitations.” As defined in the rules, a “solicitation” is any 
communication that requests a shareholder to vote in favor or against a matter, or to abstain 
from voting on a matter.  

Many communications simply do not bear on a current or anticipated proxy vote, and they 
accordingly are not solicitations. Hence, their content is not regulated under the proxy rules. 
A letter from the CEO, for instance, discussing the current economic climate and its impact 
on the company’s business would not ordinarily be a solicitation. However, a letter urging 
shareholders to support an anticipated company-sponsored “say-on-pay” proposal ordinarily 
would be a solicitation because it seeks to influence the outcome of an anticipated vote.  

Even if a communication is a solicitation, issuers have wide latitude under the shareholder 
communications rules. That is because an exemption allows issuers to communicate with 
shareholders on such matters.  

In 1999, the SEC amended Rule 14a-12 to permit issuers to communicate with their 
shareholders orally or in writing about a matter that the company expects to be presented at 
the next annual meeting.56 This is the exemption upon which issuers often rely today in 
communicating with their large institutional holders. In most cases, the company relying on 
the exemption must file with the SEC any written material that it uses, and include some 
legends.  

The Distribution of Proxy Materials  

In contrast to all other types of communications, issuers may not as a practical matter 
directly distribute proxy materials to any of their shareholders, including NOBOs. Proxy 
materials (with the exception of the annual report) must be distributed through brokers, 
banks and their agents. However, proxy materials are required to be distributed to 
shareholders, and have the same format and substance regardless of the identity of the 
distributing intermediary. Accordingly, the question of whether or not issuers should be 
permitted to distribute proxy materials is purely a logistical one, and does not implicate the 
scope, substance or ease of issuer-shareholder communications.  
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In limiting the distribution of proxy materials to brokers and their agents, the SEC acted on 
advice of its Advisory Committee on Shareholder Communications, which reportedly was 
concerned that an issuer-directed distribution model “could have proved unwieldy, 
unworkable, and unpopular.”57 Under a different approach, some shareholders would have 
received proxy materials from the broker or its agent, and some from the issuer or its agent. 
The SEC likely wanted to avoid the potential confusion to investors and overall disorderly 
process that could ensue if each of more than 6,000 issuers and their various agents—in 
addition to more than 900 brokers and banks—could distribute the materials.  

The current system, administered by brokers and banks, is “portfolio oriented,” in the sense 
that clients interact with their broker or bank in managing the voting of all positions in their 
portfolio. An issuer-directed model would be “position oriented,” in the sense that clients 
would have to interact with a variety of different actors in attempting to vote their shares.  

A single investor, for instance, who holds a portfolio of 15 securities with Broker ABC, might 
receive voter instruction forms in up to 15 different formats from up to the same number of 
distributing agents. If the investor had a question about proxy voting or sought a vote 
confirmation, he or she would have to determine which agent had sent the materials. Even 
more significantly from the point of view of efficiency, it is unclear whether all of the agents 
would provide electronic or telephone voting as an option; insofar as some of them did offer 
such alternative voting, the investor would have to vote different positions on different 
platforms. This assumes, of course, that the client will have provided each of the agents 
appropriate consents to electronic delivery, coupled with current email address information.  

The appeal of electronic voting, as a practical matter, including the cost savings that accrue to 
issuers, could diminish.58 Along the same lines, there is no requirement that intermediaries 
provide many of the services that are currently available. For instance, intermediaries may 
not accommodate issuers who wish to make use of the “notice and access” approach to the 
delivery of proxy materials.  

Another consequence of such an approach could be the fragmentation of regulatory 
responsibility, and the potential breakdown of regulatory controls. Under current rules, 
issuers on the one hand, and brokers and bank custodians on the other, have clearly defined 
roles in the proxy distribution and voting process. Within prescribed timeframes, issuers must 
inquire of intermediaries whether they hold their shares, and if so, on behalf of how many 
accounts. Brokers and banks in turn must—also within prescribed timeframes—deliver the 
proxy materials and process corresponding vote instructions. Additional participants in the 
process necessarily would have to assume these regulatory responsibilities to the extent of 
their involvement.  

In all events, any evaluation of the cost, efficiency and overall desirability of alternative 
systems should take into account whether such distribution agents would implement 
additional measures that facilitate the proxy distribution and voting system. These include 
quality controls and compliance programs; a process to estimate materials requirements; 
appropriate voting media; multiple distribution and voting methods to the extent offered; an 
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Internet delivery (notice and access) service to the extent offered; daily vote reporting 
updates; customer service for investor inquiries and problems; databases containing 
appropriate consents and other client information; and a means to coordinate with other 
agents in order to report all street name votes at the close of the polls.  

III. Analysis and Recommendations 

Congress and the SEC fostered the growth of street name share ownership out of necessity 
for the orderly and efficient operation of the securities markets in the United States. Street 
name ownership made possible a centralized system for the processing of securities 
transactions such that transfers could be made through book entry on the records of the 
firms that deal directly with the ultimate beneficial owners. The system is neither overly 
complex nor antiquated—as some have asserted—but modern and extremely efficient.  

Any complexity in the shareholder communications system has been a natural result of the 
need for that system to “piggyback” on the systems developed for a different purpose—the 
efficient clearance and settlement of securities transactions. It is important to keep in mind, 
however, that any such complexity is likely to be reduced and possibly even erased over time 
as electronic communications grow in scope and functionality. A communication sent by 
email is not only significantly less costly than a paper communication, but also in many cases 
can be delivered on a same-day basis. In addition to email, other electronic means of 
communication are only in their infancy but also likely to grow. Electronic shareholder 
forums, for instance, can permit communications between and among the issuer and 
shareholders in a reliable, efficient and controlled manner. 

Under a system of street name ownership, issuers do not have direct contact information for 
all beneficial shareholders. Issuers and their transfer agents do have such information for 
registered shareholders, which make up about 15% of all exchange-traded shares. As for street 
name holders, the SEC struck a balance in the 1980s based on principles that are still true 
today. The agency established a system for providing shareholder contact information to 
issuers, but it permitted street name holders to protect their privacy interests by objecting to 
such disclosure. The NOBO-OBO mechanism served the policy objective of encouraging 
disclosure of shareholder contact information by making NOBO status the default. However, 
a shareholder could ask to become an OBO. 

The privacy interest of retail investors in their names, addresses and trading histories has not 
diminished since the 1980s. If anything, it likely has only intensified with growing general 
societal interest in privacy and data protection. This is evidenced by the adoption of the “do 
not call” list earlier in the decade, legislative proposals on data protection, and most recently, 
the controversy over privacy on Facebook.59 The suggestion that investors no longer care 
about the privacy of the personal information maintained by brokerage firms and bank 
custodians is contrary in our view to clear societal trends that suggest that investors likely 
care more about their privacy than they did 30 years ago.  

On the question of when information regarding a shareholder’s identity and share positions 
should be required to become a matter of public record, Congress and the SEC long ago 
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struck a different balance under Section 13(d) of the Exchange Act, requiring disclosure only 
after acquisition of a significant block of an issuer's voting securities.  

Shareholders classified as OBOs furthermore are generally active investors, or at least no less 
so than NOBOs. The premise of some critics that NOBOs are more likely to become active 
investors and vote proxies is inconsistent with the data. Among all OBOs, 30% of accounts 
(representing 76% of the shares held by OBOs) voted in calendar year 2009. Among NOBOs, 
16% of accounts (representing 33% of shares held by NOBOs) voted that year. Among 
individual accounts, 17% of OBO accounts voted, representing 34% of the shares, while 15% of 
individual NOBOs voted, representing 25% of the shares.60  

Most OBOs may well have chosen that classification for good reason. The average share 
position attributed to individual OBOs is significantly higher than those held by individual 
NOBOs.61 A shareholder who holds a more sizable position in an issuer’s securities is more 
likely to be contacted by an issuer or its solicitor—absent the privacy protections permitted 
under current rules. 

The NYSE Proxy Working Group commissioned the 2006 “Investor Attitudes Study” to survey 
a relatively small group of 579 individual shareholders.62 According to those surveyed, 36% of 
shareholders indicated that they would prefer OBO status, and 64% said that they would 
elect NOBO status. Shareholders in the former group cited privacy concerns, a desire to avoid 
solicitations, and security/fraud issues. Importantly, this result is roughly consistent with the 
actual proportion of individual shareholders who have requested OBO status, which is 27%, 
and the disparity in the numbers suggests that the current system perhaps somewhat 
understates the total number of shareholders who would elect to be OBOs if asked again 
today.  

Some have taken the results of the 2006 survey which purports to reflect retail shareholder 
views—and made some comparisons that we believe are not meaningful. For example, one 
group recently published statistics comparing the number of individual investors that the 
survey suggested would prefer OBO status (36%) to the total percentage of shares held by 
both institutional and individual OBOs, reported to be in the 70% to 80% range.63 This 
comparison is not meaningful because the 36% number and the 70% to 80% number do not 
reflect comparable data. The 2006 study provides the percentage of individuals polled who 
would choose OBO status. It is compared to the second statistic, which reflects the 
percentage of shares held by all OBOs, both individual and institutional investors.64 To be 
meaningful, the second number—which is compared to the 36% of individual investors who 
the study suggests would elect privacy—should be the percentage of individual accounts 
actually classified as OBOs today (27%).  

Thus, in any review of the shareholder communications process, investors’ interest in privacy 
should receive as much weight today as it did in the 1980s. Other interests that the SEC 
balanced in the 1980s are also equally valid today. The agency, for instance, encouraged the 
use of a single intermediary to compile and synthesize information about NOBOs in order to 
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protect brokers’ proprietary interest in client lists, among other reasons. The use of a 
multiplicity of intermediaries could have resulted in the “leakage” of such information.  

Just as the shareholder communications system was formed following a balancing of 
interests, so should any modifications to that system take into account the legitimate 
interests of each participant. In reviewing the current system for shareholder 
communications and proxy voting, we suggest that parties consider the following 
recommendations:  

1. Preserve the broker’s role which has historically facilitated the proxy process: 
Historically, brokers have facilitated proxy voting, and served as a consistent source of 
investor education about the process. The SEC and others have recently emphasized 
the need for more investor education about proxy voting, and for further measures to 
facilitate retail shareholder voting. Modifications to the current system that diminish 
or eliminate the broker’s role would undermine those goals. Similarly, insofar as 
brokers carry primary regulatory responsibility for the administration of the system, 
diminishing their role would inevitably have the effect of diffusing that responsibility 
among other participants.  

Clients look to their brokers to provide guidance and support, and to protect their 
legitimate interests, when it comes to matters affecting their accounts. Accounts 
typically contain multiple securities, and clients expect that brokers will provide a 
consolidated and uniform source of related information and support, including with 
respect to proxy voting. Under the current system, an individual broker and its agent 
is able to facilitate its clients proxy voting by presenting a single voting format 
(whether electronic or paper), and by offering a single contact for resolution of 
questions and problems. To further enhance that role, the Commission may consider 
additional measures to facilitate proxy voting (e.g., the establishment of a “client 
directed voting” platform implemented by brokers and bank custodians).   

Alternative proposals that in varying degrees would remove brokers and their agents 
from the proxy communications and voting process could lead to a deterioration in 
clients’ overall experience, undermine their legitimate expectations, and possibly 
cause further reductions in retail participation in proxy voting. 

2. Protect privacy interests. Investors have a continuing, strong interest in privacy, and 
brokers have an equal interest in asserting that interest on behalf of their clients. We 
understand that firms have from time to time received complaints from clients about 
unwanted communications from issuers or their proxy solicitors. On the question of 
when a firm should be forced to disclose its client’s identity and shares, Congress and 
the SEC long ago created a high hurdle under Section 13(d) of the Exchange Act before 
the public interest was sufficiently strong to outweigh investors’ strong privacy 
interest in their personal records. This balance reflects the significance both Congress 
and the SEC have long attributed to the privacy interests of investors in the United 
States.  
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3. Respect the privacy interests of all shareholder constituencies equally. All 
shareholders, whether retail or institutional, should enjoy the same opportunity to 
protect the privacy of their personal information and trading histories. We do not 
support an approach that would treat all shareholders the same only on the surface, 
while in substance depriving retail shareholders of their privacy rights. A requirement 
that shareholders pay a fee to maintain the privacy of their accounts, or go through 
elaborate procedures, may likely have such a disproportionate impact.  

4. Preserve reliability and efficiency. As it has developed over several decades, the 
current system has demonstrated a high degree of reliability and efficiency. 
Alternative approaches should not undermine those qualities. This means that there 
should be only one system for shareholder communications and proxy voting, and that 
lines of regulatory responsibility under that system should remain clear and 
consistent. Among the efficiencies that the system should preserve is the savings that 
issuers have enjoyed as the result of the avoidance of paper mailing costs based on 
large and growing databases and related systems that compile and process email 
addresses and other client information (e.g., through electronic or Internet delivery, 
householding and specialized account processing). 

Alternative solutions that create multiple additional processes, or that fragment the 
number of actors who have responsibility for administering the system, could 
undermine reliability and efficiency and result in higher costs for many issuers and 
their shareholders. Insofar as issuers become responsible for proxy delivery and 
voting, they would incur new costs associated with regulatory compliance that 
currently are born by brokers and bank custodians. Fragmentation of the process, 
furthermore, could create a confusing and unfavorable experience for our clients—and 
in our view further erode retail shareholder proxy participation. Finally, it could likely 
have adverse implications for regulatory compliance as responsibilities are reallocated 
among issuers and numerous additional parties, and for data security, leading to some 
risk of “leakage” of clients’ personal information and a firm’s proprietary data.  

In particular, development of a second, “side-by-side” proxy voting system would 
result in confusion of processes, an almost certain inefficiency. If the reliability and 
efficiency of a new alternative system cannot be demonstrated to a high degree of 
certitude, it should not be established as a substitute to the current system, or as a 
“side-by-side” add-on to the current system. Along the same lines, a system where 
regulatory responsibility cannot be clearly demarcated could increase compliance 
costs while undermining compliance programs.  

A system that would “cascade” proxy cards and ultimate voting authority to all street 
name holders could similarly diffuse responsibility for prompt delivery of proxy 
materials, and for receipt and registration of completed proxies. This could result in 
confusion as intermediaries sought to manage the distribution of millions of proxy 
cards worldwide, and process voting returns. Such a process, furthermore, could 
reverse efficiencies that have been attained through electronic and Internet voting, 
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householding and specialized account processing, along with the corresponding 
significant savings that issuers have enjoyed.  

5. Maintain data security. Any modifications to the current system should not 
compromise the security of a firm’s other proprietary or confidential information, such 
as its information on client affiliations. An approach that fragments the number of 
actors in the system as a practical matter likely would also undermine the data 
security features of the current system, leading to inevitable “leakage” of clients’ 
personal information and a firm’s proprietary data.  

6. Process should be administered by neutral parties. In order to protect the credibility 
of the shareholder communications and proxy voting system, the system should 
continue to be administered by neutral parties. The active involvement of interested 
parties in other systems has inevitably led to apparent or actual conflicts of interest 
that can be difficult to manage. Because it has been administered by neutral parties, 
the shareholder communications and proxy voting system has enjoyed a high degree 
of credibility from all participants.  

7. Refresh NOBO/OBO status. We recommend that firms consider refreshing the status 
of its clients as NOBOs or OBOs in a neutral manner that does not encourage clients 
to select any particular status. For street name holders who use a firm’s website to 
review their account information and indicate their preferences, this objective can be 
accomplished by a website page or feature, or via an email message, that indicates the 
client’s status as a NOBO or OBO. It should include neutrally worded explanatory 
background about the distinction, and provide easy means to change a client’s 
election electronically. Issuers and brokers should share the cost of this effort.  

8. Accelerate the development of electronic communications. As noted above, the 
development of electronic communications has provided faster and cheaper options 
for issuers to communicate with shareholders, including their street name holders. 
Email communications eliminate postage and printing costs, which make up a 
significant part of the cost of shareholder communications. Regardless of the presence 
of intermediaries, electronic communications can be made quickly, often on a same-
day basis. We believe that the growth of electronic communications will ultimately 
overcome any awkwardness that the modern approach to clearance and settlement 
(including the street name form of ownership) brings to the system for shareholder 
communications.  

In particular, while recognizing that other technological avenues should also be 
pursued, we support the establishment of e-forums sponsored by issuers to provide 
validated shareholder access to a substantial part of an issuer’s shareholder base. In 
2008, the SEC provided guidance for the establishment of such forums, and 
encouraged “shareholders, companies, or third parties acting on behalf of a 
shareholder or company, to take advantage of electronic shareholder forums to 
facilitate better communication among shareholders and between shareholders and 
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companies.”65 We believe that such e-forums can become a universal utility for 
shareholder communications that would facilitate economical, instantaneous 
communications between issuers and their shareholders, and encourage greater retail 
shareholder participation in the proxy process.  
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