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Re: Citigroup Inc.
Incoming letter dated December 21, 2015

Dear Ms. Dropkin:

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

February 11, 2016
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15008595

A~t: 1 ~ 3 ~
Section: _ ~
Rule:
Public ~ ~ L~
Availability: ~

R~c~~•red SEC

FEB 1 ~ 2na~fi

V~7ashington, DC 20549

This is in response to your letters dated December 21, 2015 and February 4, 2016
concerning the shareholder proposal submitted to Citigroup by Kenneth Steiner. We also
have received a letter on the proponent's behalf dated January 20, 2016. Copies of all of

the correspondence on which this response is based will be made available on our website
at http://www.sec.~ov/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,

Enclosure

Matt S. McNair
Senior Special Counsel

cc: John Chevedden

`*' FISMA &OMB Memorandum M-07-16'*"



February 11, 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 conduct a study of the company's derivatives
activities, addressing how these operations are funded within the various holding
company affiliates, supervision by various government regulators (both domestic and
foreign), and how they affect the risk profile and culture of the bank, and report to
shareholders.

There appears to be some basis for your view that Citigroup may exclude the
proposal under rule 14a-8(i)(7). In this regard, we note that the proposal relates to the
company's products and services. Accordingly, we will not recommend enforcement
action to the Commission if Citigroup omits the proposal from its proxy materials in
reliance on rule 14a-8(i)(7). In reaching this position, we have not found it necessary to
address the alternative bases for omission upon which Citigroup relies.

Sincerely,

Christina M. Thomas
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.
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February 4, 2016

BY E-MAIL fshareholdcrproposals(c~sec.~av1

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 I{enneth Steiner

Dear Sir or Madam:

This letter concerns a proposal (the "Proposal"} submitted to Citi~roup Inc. (the

"Company") by Kenneth Steiner, acting through his proxy John Chevedden, (collectively, the

"Proponent"). The Progosat urges the Company's board of directors to "conduck a study of the

company's derivatives activities, addressing how these operations are funded within the various
holding company affiliates, supervision by various government regulators (both domestic and
foreign) and how they affect the risk profile and culture of the bank." The Company submitted a

letter on December 21, 2015 (the "Company No-Action Request") requesting confirmation that

you will not recommend enforcement action against the Company if the Proposal is omitted from

the Company's proxy materials for its 20] b annual meeting of stockholders in reliance on Rules
14a-8{i}(7}, lea-8(i)(10) and 14a-8(i}(3). On January 20, 2016, the Company received a copy of
c~rres~ondenc~ addressed to you from the Proponent concerning the Proposal (the "Proponent
Letter").

The Company has reviewed the Proponent Letter and believes it is consistent with

the Company's arguments in the Company No-Action Request. As Mr. Chevedden concedes,
derivatives are a source of profit and relate to risk, which are clearly matters of ordinary

business.

Regarding the definition of derivatives, Mr. Chevedden attempts to define the
Company's derivatives activities in the Proponent Letter. To this poink, khe Company is familiar
with its awn operations and stands by the definition articulated in the Company No-Actin
Request, which the Company disclosed to stockholders in its Annual Report.



In addition to reasons discussed in the Company's No-Ackion Request, the

Company believes the Proposal should be excluded from the Company's proxy materials for the

following reasons:l

T/:e Proposal is ~riisleading and vague. Pursuant to Rule 14a-8(i)(3), the

Company may exclude a proposal if it is so vague or indefinite that "neither the stockholders

voting on the proposal, nor the company in implementing the proposal (if adopted}, would be

able to detenr►ine with any reasonable certainty exactly whet actions or measures the proposal
requires."` 4ne example of such a circumstance is where the proposal's resolution and

supporting statement are inconsistent.3 Here, the Proposal calls for a report on the Company's

"derivatives activities." The resolved clause requests that the report cover (a) how the Company

funds its derivative activities within the various holding company affiliates, (b) the supervision

of the Company's derivatives activities by various foreigi and domestic Sovernment regulators

and (c) how the Company's derivatives activities affect its "risk profile and culture."

Conversely, the supporting statement requests the report cover (x) the merits of "Dodd-Frank

Section 716," (y) the "varying supervisory standards" that complicate the Company's risk

management concerning its international derivatives activities and (z) the "culture problem"

created by combining traditional banking and investment banking into one financial institution.

Thus, the Proposal can be read as requesting two separate actions, {1) a report addressing how

the Company funds its derivatives activities, the 3evel of supervision imposed by various

regulators and how the Com}~any's derivatives activities affect its "risk profile and culture," or

(2) a report addressing the merits of Dodd-Frank Section 7I 6, haw varying international

supervisory standards affect the risks related to the different types of derivatives and the culture

problem caused by the repeal of the Banking Act of 1933 (i.e., khe Glass-Steagall Act). Because

of the inconsistencies between the resolution and supporting statement, the Proposal is

excludable from the Company's proxy materials under Rule 14a-$(i)(3).

The Staff also has concurred in the exclusion of proposals that do not sufficiently

define key terms or provide guidance concerning the manner in which the company should

implement the proposal.4 The Proposal calls for a report to address all derivatives activities, but

does not define a key term, "derivative." 'The term "derivative" does not a have an ordinary,

common meaning. Rather, it refers to a category of transactions that require sophisticated

JPMorgan Chase & Co. and bank of America Corp. eoch received for inclusion in their respective proxy

materials a stockholder pr~posa] substantially identical to the Propo~l. .See JPMor~rrn Chasse & Co. No-

Action Request (incoming letter dated January 14, 2016, pending decision from the Staff ; Brrnk ojAmerrcn

Corp. No-Action Request (incoming letter dated December 28, 2015, pending decision from the Staff}. To

the extent any arguments raised in those letters (or any other letter submitted by another company

requesting exclusion of a substantially identical proposal) are applicable to the Company, the Company

respectfully submits that the Proposal may be excluded on ti~ose additional grounds as well.

Staff Leger! Bc~/leti~i No. 14B (Sept. I5, 2Q04).

~d.

See Ciligroup Inc. {avail Mar. IZ 2013) (concumng that the Company could exclude the proposal from its

pro:cy statement where the proposal requested the board to appoint a committee to explore "extraordinary

transactions" pursuant to Rule 14a-8(i){3)).



financial knowledge to understand. Considering this, the Proposal fails to indicate the

subcategory of derivative transactions the report should address. As discussed in the Company

No-Action Request, the Company enters into a wide variety of derivakives transactions. The

resolved clause seeks a report which discusses, in part, how the Company's derivatives activities

affect its "risk profile and culture." Not all derivatives transactions, however, focus on managinb

the Company's risk. For example, the Company offers a wide range of derivative products to its

customers aimed at addressing client-specific needs. These types of derivative products do not

expose the Company to market risks. Because the Proposal fails to define a key term and does

not provide sufficient guidance on ho~v the Company should implement the Proposal, it is

excludable from the Company's proxy materials under Rule 14a-8(i)(3}.5

T/re Proposal Relates to Ordinary Business, Leal Co~upliar:ce. The Staff has

long taken the position that proposals related to Iegal compliance programs relate to ordinary

business and may be omitted from a company's proxy materials under Rule 14a-8(i)(7).6 The

Proposal requests a report concerning the supervision of the Company's derivatives activities by

various foreign and domestic ~overnmcnt regulators and the Company's compliance with

Section 716 of the Dodd-Frank Act, which addresses certain types of derivatives transactions.

The Proposal also addresses the company's foreign derivative activities by noting that "the

Internet-nature of finance generally means that derivatives transaction can be booked legally in

one country but largely affect entities whose real domicile may be in other countries." The

heavy level of regulation governing cross-border derivatives activities necessitates a substantial

amount of time, effort and resources to ensure compliance. Further, the Company has separate

Legal and Compliance Departments that focus on compliance with applicable international,

national and local laws and regulations, including compliance with laws and regulations

governing derivative transactions. For the foregoing reasons, the Company believes that the

proposal relates to its legal compliance program and thus is excludable from the Company's

proxy materials under Rule 14a-S(i}(7).

Paula, on b¢lance, we would probably delete this argument, we define derivatives in our IO-K., and argue

that our 10-K disclosure substantially implements the Proposal.

JPMorgan Chase & Co. (avail. Mar. I3, 2014); Rayllieon Co. {avail. Mar. Z5, 2013); The AES Corp. (avail.

Jan. 9, 2007); Halliburton Co. (avai}. Mar. 10, 2006).



Co~rclirsion. The Company believes that the Froposal is excludable from its

proxy materials for the reasons stated above and set faith in the Company No-Action Request. If

you have any comments or questions concerning this matker, please contack me at (21Z) 793-

7396.

cc: Kenneth Steiner

"' FISMA &OMB Memorandum M-07-16 "'

John Chevedden

"' FISMA &OMB Memorandum M-07-16 "'

Deputy Corporate Secretary and
General Counsel, Corporate Governance



JOHN CHEVEDDEN

"" FISMA &OMB Memorandum M-07-16 "`
`"' FISMA &OMB Memorandum M-07-16 "*

January 20, 2016

Office of Chief Counsel
Division of Corporation Finance
Securities and Exchange Commission
100 F Street, NE
Washington, DC 20549

# 1 Rule 14a-8 Proposal
CitigrouQ Inc. (C)
Report Risk of Derivatives Activities
Kenneth Steiner

Ladies and Gentlemen:

This is in regard to the December 21, 2015 no-action request.

This rule 14a-8 proposal is not related to ordinary business. This issue commanded the attention
of Congress and nearly resulted in a government shutdown. It must not be the SEC's rule that
issues of such moment are considered "ordinary."

The company states: "Derivatives are financial management tools used to lower funding costs
and manage risks associated with the Company's business activities and financial assets."

This statement is specious. Derivatives are used in some cases to hedge, which is inherently a
cost. It cannot be that a firm's cost of funds can be lowered through the purchase of insurance,
that is, a hedge. It may be that the hedge provides certainty, but it does not lower costs.

In fact, the firm uses derivatives as a source of profit. It incurs risk, which it measures with VAR.
If it did not incur risk, it would not enjoy the potential for profit.

Thy company does not simply engage in derivatives with end-user customers. The OCC provides
ample data that dennonstrates that most derivatives activity is inter-bank. The swaps are between
banks, not between a bank and a real economy firm.

The firm's zequest for no action is itself an argument for greater transparency with shareholders.
If the firm is willing to mislead the SEC about the nature of its derivatives activities, it is surly
willing to mislead shareholders.

Consequently, I believe that the report sought in the shareholder resolution is neither ordinary
business nor something substantially implemented.

This is to request that the Secwrities and Exchange Commission allow this resolution to stand and
be voted upon in the 2016 proxy.



Sincerely,

ohn Chevedden

cc: Kenneth Steiner

Paula F. Jones <jonesp@citi.com>



[C: Rule 14a-8 Proposal, November 8, 2015, Revised November 19, 2015]
___ Proposal [4J —Report Risk of Derivatives Activities

Resolved: That shareholders urge the Board of Directors to conduct a study of the company's
derivatives activities, addxesszng how these operations are funded within the various holding
company affiliates, supervision by various government regulators (Uoth domestic and foreign),
and how they affect the risk profile and culture of the bank. The study should be issued as a
report to shareholders, omitting proprietary information and at reasonable cost, no later than the
company's 2017 annual shareholder meeting.

Complicated derivatives activities play an important role at Citigzoup. In July, 2015, Citi
overtook JP Morgan as the largest derivatives dealer in the United States with contracts valued at
znoxe than $56 trillion as of the end of the fizst quarter of 2015. However, Citigroup's 10-k has
no separate discussion of this arena.

In December, 2014, Citigroup bore the brunt of criticism from leaders in Congress about our
effort to amend law (Dodd-Frank Section 716) regarding derivatives activities anal oversight. The
new law allows Citi to fund additional swaps within the FDIC-insured bank. Sen. Elizabeth
Warren (D-Mass) delivered several speeches in Congxess identifying Citigroup in unflattering
terms. House Minority Leader Nancy Pelosi characterized the legislation as an effort for "big
banks to gamble with money insured by the FDIC." The board's report should explain how the
merits of the legislation outweigh the reputation damage suffered.

Further, many of the firm's derivatives activities take place across borders. In fact, the internet-
nature of finance generally means that derivatives transactions can be booked legally in one
country but largely affect enrities whose real domicile may be in other countries. Varying
supervisory standards undoubtedly complicates Citigroup's ovezall risk management as some
swaps deals may be safer than others. A report should address this.

Finally, former Citi CEO John Reed opined on the "culture" problem introduced by adding
speculative activities to ~'aditional loan-making. "Traditional banking attracts one kind of talent,
which is entirely different from the kinds drawzi towards investment banking and trading.
Traditional bankers tend to be extroverts, sociable people who are focused on lon~ez term
relationships. They are, in many important respects, risk averse. Investment bankers and their
traders are more short termist. They are comfortable with, and many even seek out, risk and are
more focused on immediate reward. This creates fundamental differences in values." We believe
a report should address this change as well.

Please vote to protect shareholder value:
Report Risk of Derivatives Activities —Proposal [4~
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December 21, 2015

BY E-MAIL fshareholderpropasa[s rr,sec.~ov~

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

Re: Stockholder Proposal to Citigroup Inc. from Kenneth Steiner

Dear Sir or Madam:

Pursuant ko Rule 14a-8(j) 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

Kenneth Steiner, acting through his proxy John Chevedden, (collectively, 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" or "Citigroup") in connection with

its 2016 annual meeting of stockholders. Mr. Steiner has asked that all future correspondence

regarding the Proposal be directed to Mr. Chevedden. The mailing addresses and telephone and

fax numbers for Messrs. Chevedden and Steiner, as stated in the correspondence of the

Proponent, are 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 2015 Proxy Materials

pursuant to Rule 14a-8{i}(7), Rule 14a-8(i)(10) and Rule 14a-8(i)(3).

By copy of this Ietter and the attached material, the Company is notifying the

Proponent of its 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 MarcEt 16,

2416.



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 if the Company excludes the Proposal from its ?016 Proxy Materials.

If you have any comments or questions concerning this matter, please contact me

at (212} 793-7396.

cc: Kenneth Steiner

""FISMA 8 OMB Memorandum M-07-16"'

John Chevedden

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

Deputy Corporate Secretary and
General Counsel, Corporate Governance



ENCLOSUREI

THE PROPOSAL AND RELATED CORRESPONDENCE (IF ANY)
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Kenneth Steiner

Mr. Rohan Wecrasinghe
Corporate Secretary
Citigroup Inc. (C)
399 Park Ave.
New York NY 1 Q022
PH: 212 559-1000

Dear Mr. Weerasinghe,

RCuISC~ lY~v i~,aols~

I purchased stock in our company because 7 believed our company had greater potential_ My

attached Rule I4a-8 proposal is submitted in support of the long-term performance of our

company. This Rule 14a-8 proposal is submitted as a low-cost method to improve compnay

performance.

My proposal is for the next annual shareholder meeting. I will meet Rule 14a-8 requirements

including the continuous ownership of the required stock value until after the date of the

respective shareholder meeting. My submitted format, with the shareholder-supplied emphasis,

is intended to be used for definitive proxy publication. This is my proxy for John Chevedden

and/or his designee to forward this Rule 14a-8 proposal to the company and to act on my behalf

regarding this Rule 14a-8 proposal, and/or modification of it, for the forthcoming shareholder

meeting before, during and after the forthconning shareholder meeting. Please direct all future

communications regarding my rule 14a-8 proposal to John Chevedden
~ at:

"*FISMA 8~ OMB Memorandum M-07-16'**

to facilitate prompt and verifiable communications. Please identify this proposal as my proposal
exclusively.

This letter does not cover proposals that are not rule 14a-8 proposals. This letter does not grant

the power to vote. Your consideration and the consideration of the Board of Directors is

appreciated in support of the long-term perfozmance of our company. Please acknowledge

receipt of my proposal promptly by email to•~FISMA &OMB Memorandum M-07-16;i=

Sincerely,

Kenneth Steiner

cc: Shelley Dropkin <dropkins@citi.com>
Deputy Corporate Secretary
FX: 212-793-7600
Paula F. Jones <jonesp@citi~roup.com>
Senior Attorney

"`FISMA &OMB Memorandum M-07-16"`

Date



[C: Rule 14a-8 Proposal, November 8, 2015, Revised November 19, 20I5]
Proposal [4] —Report Risk of Derivatives Activities

Resolved: That shareholders urge the Board of Directors to conduct a study of the company's
derivatives activities, addressing how these operations are funded within the various holding
company affiliates, supervision by various government regulators (both domestic and foreign),
and how they affect the risk profile and culture of the bank. The study should be issued as a
report to shareholders, omitting proprietary information and at reasonable cost, no later than the
company's 2017 annual shareholder meeting.

Complicated derivatives activities play an important role at Citigroup. In July, 2015, Citi
overtook JP Morgan as the largest derivatives dealer in the United States with contracts valued at
more than $56 trillion as of the end of the first quarter of 2015. However, Citigroup's 10-k has
no separate discussion of this arena.

In December, 2014, Citigroup bore the brunt of criticism from leaders in Congress about our
effort to amend law (Dodd-Frank Section 716) regarding derivatives activities and oversight. The
new law allows Citi to fund additional swaps within the FDIC-insured bank. Sen. Elizabeth
Warren (D-Mass) delivered several speeches in Congress identifying Citigroup in unflattering

terms. House Minority Leader Nancy Pelosi characterized the legislation as an effort for "big
banks to gamble with money insured by the FDIC." The board's report should explain how the
merits of the legislation outweigh the reputation damage suffered.

Further, many of the firm's derivatives activities take place across borders. In fact, the internet-
nature of finance generally means that derivatives transactions can be booked legally in one
country but largely affect entities whose real domicile may be in other countries. Varying
supervisory standards undoubtedly complicates Citigroup's overall risk management as some
swaps deals may be safer than others. A report should address this.

Finally, former Citi CEO John Reed opined on the "culture" problem introduced by adding

speculative activities to traditional loan-making. "Traditional banking attracts one kind of talent,

which is entirely different from the kinds drawn towards investment banking and trading.

Traditional bankers tend to be extroverts, sociable people who are focused on longer term
relationships. They are, in many important respects, risk averse. Investment bankers and their
traders are more short termist. They are comfortable with, and many even seek out, risk and are

more focused on immediate reward. This creates fundamental differences in values." We believe

a report should address this change as well.

Please vote to protect shareholder value:
Report Risk of Derivatives Activities —Proposal (4]



Notes:
Kenneth Steiner, •x•FISMA &OMB Memorandum M-07-16•~~ 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. 148 (CF), September 15,
2404 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 t~;e annual meeting. Please acknowledge this proposal promptly by email

""FISMA &OMB Memorandum M-07-16""
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VIA UPS

November 9, 2015

Mr. Kenneth S#einer

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

Dear Mr. Steiner:

Citigroup lnc. {the "Company") acknowledges receipt of the stockholder
proposal (the "Proposal") submitted by you pursuant to Rule i 4a-8 of the Securities
Exchange Act of 1934 ("Rule 14a-8"}for inclusion in the Company's proxy statement far
its 2Q16 Annual Meeting of Stockha{ders (the "Annual Meeting"}.

Please Hate thak 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 feast $2,000 in market value, or 1 %, of
a company's shares entitled to vats on the proposal for at least one year as of the da#e
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 yon held the required number of shares of Company stack continuously for at
feast one year as of the date that you submitted the Proposal. November 8, 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 8, 2015), or

If you have filed a Schedule 93D, Schedule 13G, Form 3, Form 4 or Form 5, or

amendmen#s to those documenxs or updated fom-►s, reflecting your ownership of
the required number of shares of Company stack as of or before the date on
which the one-year eligibility period begins, (i) a copy of the schedule and/ar
form and any subsequent amendments reporting a change in your ownership
and iii) 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
through, the Depository Trust Company ("DTC"}, a registered clearing agency acting as
a securities depository. DTC is also sometimes known by the name of Cede 8~ Co., its
nominee. Under SEC Staff Legal Bulletins Nas, 14F and 14G, only DTC participan#s

(and their affiliates) are viewed as "record" holders of securities that are deposited at
DTC. Accordingly, if your shares are held through DTC, you must submit proof of
ownership from the DTC participant {or an affiliate thereof) and may do so as follows:

• If your bank or broker is a DTC participant or an affiliate of a DTC 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 DTC participant or an affiliate of a DTC
participant by asking your bank ar broker or by checking the DTC participant list,
which is currently available at
f http://www.dtcc.com/--/mediaJFiles/Downloads/client-center/DTC/alpha.ashxl.

If your bank or broker is not a DTC participant or an affi{iate at a DTC participant,
then you need to submit proof Qf ownership from the DTC participant through
which your shares are held. You should be able to find out the identity of the
DTC participant by asking your bank or brofcer. in addition, if your broker is an
"in#roducing broker," you may be able to find out the identity of the DTC
participant by reviewing your account statements because the "clearing broker"
listed on those statements will generally be a DTC participant. It is possible that
the DTC 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 fo submit #wo 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: (s) a statement from your bank or broker
confirming your ownership and (ii} a separate statement from the DTC participant
confirming your bank ar broker's ownership.

The response to this lever, correcting all procedural deficiencies noted
above, must bE postmarked, or electronically transmitted, no later than 14 days from
fne date you receive this letter. Rleas~ a~dres~ any r~;ponsE to any a~entio~~ at:
Citigroup Inc., 601 Lexington Ave., 19"' 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.



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

e

~Suty Cok{ior S rery and
eneral Co orpo to Governance

Enclosures

Cc: John Chevedden (via email)
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ininrmatian afcor tho termination of
tho soF7cit~tton.
(a} The security holder shall relm-

burae Che reasonable expeasea lncurrecl
by the reglatranL in gnrform4ng the
acts requested pursuant to paragrapL
(a) of thla eeotion.

NOS£ 1 SO 42~3019A 7 ReunonaLlp Arompt
methods 4! dlstribUdon Cn aecurlCy haldem
may ba nxd inat~ad oC ma111nQ 1( an nIte~-
nnWaa dairtBut}oa mathoct !a chosen. tha
costa oL that method ebonid be conetdera!
inhere neccsaary rn[her than the costa of
matllrtY
NoTB Z ro j23D 19A 7 When provts7ing the !n-

formaifon regairecl b5 ;~ 19a 7(~H1x1U. I[
the regtn[rauc hoe [~celved aftlrnuLlva writ.
tee or implied cennent to dellncry of a elagle
cops of praxq traterinla to a nGnred addrem
Ln ¢cwnlnnce wits ;«9Q lia Jlelfll. !t atustl
exclude from the numtrer Qi re:orS holders
thoea to whom St dxe sac hove to delfner a
separate prczy statement.

(57 FR A8292, Qct. 22, 1943. ae amassed >[ 59
FR G3689, Dec 8, 1999. fit FR 1f657, blaq 15.
1996: fi5 FR 6b75t1. Nay. 2. 2000. T2 FA 9161. Jan
~. anrrr; r.~ ~ ~zxra. wug. i. ~

4846.IAn--S Shareholderpropoeata.

This secCSop addressee when a com-
pany mu~C includo a ehareholder'e pro-
posal in Its proxy statement and fden-
tffy the propoael itt tta Corm ai proxy
when the company holds an annual or
apecia] meeting of aharchuldera. In
ausnmary, fn order to have your aharc-
holdcr propesal included an a com-
patty'a prosy can3, and tneludod aIopg
with any supporGln~ etatament in [ts
gr3~y s!atemettt. Y012 *_*ill9G tr_~ el4g(bk~
and follow certain procedures. Under a
few epncitic circumstances, tLfl com-
pany is permitted to excludo your pro-
poaal. Uut only a[Cer aubmStting !te
reasons Co the Comm4aalon, 1Ve sGrue~
GureS thla aectSan in [~ question-e.nd-an-
swer [ormat so that tt to easier to un-
derstattd. The reiareaces to "yon" are
to a sharebolder seeking to submit the
propnst~l.
{aI QueslTQn i ~L'hat fa a prapoael? A

shareholder proposal is your rec-
ommendatlon or requirement tbaL Ghe
campaaq uncUor its board of dlrectars
takQ action, wbt~h you Sntcad to
present at s meeting oC the company's
shareholders. Your proposal should
orate cts ~Ieaxly us pasalble the course
of actloa that you botieve the compuay
should follow. If pour ]}CDFT0987 is

17 CFR Ch. II {d-1-13 Ediibn?

placod on tqe company's proxy anrd.
the company moat also pruvfde !n tho
form oC proxy meatts for ebareholders
CO bj}f!C~fy b$ tiQ7S8p A C}}OSCB t14tWCi'p

approval or disapproval, or Abstentlan.
Unless otherwlsa indicated, Lbe word
,.propoanl" ss uacd to thle ecctSon ro-
ro~ both to gour propaaal, and to your
aorrcaponding etatem~nt in support of
your proposa} (ff any).
(b) Quettlon Z Mto Se otlgibio to aub-

mit a progoeal. and how do I dem-
onaGrake Go the cornpasLy Ghat I am e!t-
glble? {I? in order to ha ellgiblQ to sub-
mtt aproposal, you must 6avQ contlnn-
ously held at least 52,000 in market
valuo, or 1 ~L, o[ the cnmpanY'a securi-
Clea caGktled to be voted on Lhe pro-
pasal ae Che moeGSng [or et 2eaat one
year bq the date you submit thn pra-
pnaal. You mueL continue to hold Gbose
securities through the date of the
meeting.
(2) II you aro rho regSstered holder of

your aecnrltics, which means that your
name appcara fn Lhe company'e recard5
as a aharevolder. the company can
verity pour c1fgSLiltty oa tts own, al-
though you will st113 2sava to provide
tho comyany with a writton statcmant

that Sou lntund to contiauc Lo hold the
securities ttu~ough the dato of the
meeting of ehatohoIdore. Hawevvr, it
liko many abarebaldens you arc not a
reglnceroQ holder, Lha ❑ompany ISkalY
daps not know Ghat you aro a share-
holder, or haw mang shares you ou~n.
to thta ceao, at tde Cimc You submit
your proposal, qou must Provo your cli-
glLiliLy to the company in ono of two
waga:
(i) The flrtt may 1a to submit to the

company a written eta[emant tram rho
"rcoord" holder of your sacur4ties {nsu-
ally a broker or banRl veritying that,
at Lbe time you aubmitLe{1 pour pro-
poeal, you canGiuuouslY ho2d rho accu-
rltiea for nt least one year. You must
also lac]ude your own wrltteb state-
ment that you intend to coptinuo Co
hoFd the eecnrttica tbrongh the date at
the meoLing of ahnreholdera; or
(li) fine second way to prove owner-

shfp applies only if qou have filed a
Scbednle 13D {§24D.13c2-141), Schedu)e
13G {;290.134-IO2). Form 3 t#245.203 a[
tbSs chapter 1. Farm 9 14299.10-1 od this
chapter) snd/ac Forts 5 (§249.145 of this
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chngtorl, or amondmenta Lo those doe-
umcnts or vpdntnd forrzse, rcilcottng
your owncrohfp of the shares as of or
twlora Lhe data on which Lhc ono-year
cllgibllity period begtun. 1! you have
[1tet1 one of thosa documcnta with tho
SEQ. you may domonetrata your ellgi-
blll~y Uy auLmlttln~ to the cnrnpanp:
(A) A copy of Lhe aahoQulo anrI/or

torch, and any subaequunG amoncimonta
reporting s change 1n your ownorahlp
level:
tB) Your written etutoment chnc qou

canCSnuausly bald cha required nurnLer
of abares far the ono-year porlai as o!
the ~latc of the etatrment; and
{C) Your wrltLon statomcnt that you

lnten~i to continuo owncr~hip o[ chQ
6I]92T3 through tho iluGo of the com-SA
pany'eannual orapecla] mooting.
(c) QueJfion 3: How many proposals
may I euUm7t7 Each ~hnrcholdec muY
submit no morn than ono proposal Co a
company for a particulnr eharuholde:'s'
mcettng
(d1 Qucshon 4 How long can my pro

posal be? Tho proposal, inclu~ling any
ac~ompanying supporting etaCcmont.
maq not exceed S00 wonle
(c) Question 5 tiVhat is the deadline

for auUmitting a proposal? (31 If you
me aubmltting Your proposal for thr
companq'e annual meeting, you can In
moat cases l3nil tbu deacltlnc in last
year's proxy atatcmcat. Howavar. 1C Chu
company 4id aot ho)d an ann~ai meat
ing last year. or bn~ chatlgc~i the ~latc
o[ its meeting for this yoar morn Lhan
3L clay' Lrom last v car s mei+ting. qou
cars usually f}nd the dcadllna [n oac of
tha company's qunrter3y reports on
Form 14-Q (;2~19.~oBa of this chapter).
or In abareholdcr raporta of investment
ompanica uncicr ;27U.90d 1 oC this
chaptor o[ tha Invca~ment Company
Aat of 7940 In order to avoid con-
trovoroy. ahsrcholacra ahoulcl auLmlt
Giiofr proposals by moans. including
electcanlc means. that permit Lhem Lo
Provo the date of delivery.
(2) The dendllno Sa calculatal In the

follawtnr mnnaer 1[ tho proposal fe eub-
mftteci for a rngularty echc~ulecl an-
nual mceLSng Tho proposal must Uc rc-
colvad at Ghu company's pclnclpal Qxec
utfvo o[IIcea not less than 140 calendar
days boCore the elate oC the company's
proxy statement rcicaseJ to ehere-
hol~lcrs in c~naectton with the previous

5240.14o-9

poAr'e annual meeting. However, lC tha
cornpanY did not hold en annual mcat-
ing Che prnvlous year, or Sf Lhc dato o[
tbie ycar'a annual moeting hay Lcen
changed by morn than 30 Qagn from the
date ~f the provfous year's mcoting.
thon tho doadllue is a rensoaaUlc tlmc
LcLorc thu company ix~ina Go print and
acnd Sib proxy mntcrlals.
(3) IC you arc aubmlLtSng your pro-

posal for a meeting of ahnrchol~ers
ether ttwn a rasulnrly achcQuled en•
neat mooting, tUe denc114no fs s reason-
able tSmn Ucfom tho company bcglna to
print aad ecn~ ita proxy matcrlala.
(n Question 6: Nhnt iC I fa11 W follow

obo oC the n7lgtbillty or procedure] re-
qulramonLa explained Sn enswcrn to
QucDtioae 1 through 4 of Chia xction2
{1) Ttlo company may esciudo your pro-
posnl, but only wfter It has noLi[ied you
of tho problem, and you hava fallecl
adagantely Lo correct lt. Within 14 cnI-
endar days oC rncnlviag your proposal.
Lhc company meat notiCg ynu !n wrtt-
!n~ of a.ny proccdnml or ellglbtllLy dc-
fSe3onefee, as woll as of tho Limo [mmn
for your rc~ponBa. Your rnsponsc must
Iw Postmarked. or tranamlttcd cloc-
CronlcallY, no later [hen 1S days from
Gbc Sato you received [hc company's
noWflcntlon A compaaY neocl not pro-
vfd. you such noti~c of a Qe[Iclency l!
tha ~cTkcicncy cannot be rcmoJlcc!
ouch as 1f you Call to submit u proposal
by the company e progcrly ~Iotermine~
~lQailllaQ. If tho company intends to ox-
ciuJo the proposal. St wiSl later l~avo to
make a euUmles4on under 52~~ 19n-A
and provide qou with a copy under
Question l0 bolow. §2it1 19a-8(S)
(Z) If you fall In your promise to hnl4

Ghe requircKl nurnbor of sacurltles
through the date of the mooting of
eharehol4cre. then the company will be
gcrmittod to oxcludc aVl oC your pc~-
paeala from 1ta proxy materials for onY
meeting held In the following Gwo cnl-
endar yenta
{g) Question T. NTha has the Lurdon oC

pereuadtn~ the Cornm[asfon or fta atafC
Gha[ my proposal can lie excluJed7 Ex-
cepG as otherwfaQ note~3, the burden is
on the company to demoastraCc Ghat !C
is oatStlocl to cxcludo a propoea!
{b~ question 8 Must I appenr peteon-

ally at the aharcholeiera' mcoCtng to
prm~•nt tha ~ropoeal? Il) Elthcr yon, ar
your represcntatly: wlto !s qualfAcd
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under state law to presQnt tho proposal
on gout bahait. must attend the mcat-
1ng to pro8ent tha proposal. R~tlother
you ALLCRd the mQoting gouraelC or
send s qual[[Sed representative Lo the
meeting in your piaco, you should
make sure Lhat you, or pour reFresent-
ative, follow tho proper stAto Isw pco-
cedures for attending tvo meeting ancl+
ar presenting Yovc proposal.

t2) I[ ttso company holds 1ta sharo-
hoidar meeting in whole or In part via
electronic media, and the companq per-
mits You or Sour roproscntsGive to
present yoar proposal via such media,
rhea you may a.ppcar through elec-
Lronlc media ra4her than travcllag to
tbo mooting to appear In porson.
(a) if you or your qualktleci represenG-

ativo fail to appear and pregunt the
propnsai, wittsont good cease, the com-
pany will Le permitted to exclude sil of
your nro~osnla from lta ~►rozy cnaGc-
riale [or any meotfn~rs held 4n tho fol-
lowing two enlendar years.
(i) Question 9: If I have complied with

the procedural requlremcnts, on what
other bases may a compass racy to ex-
clod4 mq proposal? (l) Impropar undor
state law: It the proposal !e not a prap-
er aub)QeL for action Up eharaboldflrs
under the laws oI Lho yurisdictinn o[
the aompanY's orgautzatfon;

Nora ~ro r.vtwaruQx (1)(F): Depending an
the snyJxt testier, same proposnla are not
canstdered y~oper under state lnw f[ they
aronld ba hlndlnQ on the cornptnS if approved
~y eLarebal~iem. Ln our ezperlence. most pro-
goeits chat are resat as recnmmandntlom or
regnteie t3tat cha Loud of direciom WYa
apectllal eCCIOA am proper under stein iew
Accordin;l;~, wa w111 nanume [hat a pmpgeal
dratted ae n recommeaelnttou or au~yeetloa
fa propsr unites the company demazmtra[nn
otbsrwire.

(2J Ytolattpx of taw: li the proposal
would, 1C implomented, cauao the com-
papy to violate any state, fe~icc-al, ar
[oralgn law to which 1L to suk~ject;

:~vre ro enneaturx tt)121: we wf11 not
n~rply this basis far exclusion Co perm![ ez-
clnalon of a propaaai oa Arauade tLat Ic
would clofnte foreign law if compliance with
the tore!¢n law would result in o oiolatlon of
any state or Toasts! Inw.

f3) Violation of proxy rutes~If the qro-
posal or supporting statement is con-
trary to anq of the Camrnlsston'e prazy
rules, including §240.14a-9, wh7ch pra-

17 CFR Ch. 11 t4-1-13 Editbn)

bibita materially false or misleading
statements !n prosy soliciting rnatc-
rials:
{4) Persona! grievance; special fnterest

If tho proposal relates to Lhct redress of
a personal claim or grievance against
the company or atty other person, or if
{t la dealgnucl ko result in a UeneFit to
you, or to furthar a peraobal Internet.
which to not abare8 bq tho other ahsro-
holdera aG large;
(b1 Relevance: If the proposal reiatea

to operations whleq account for less
thaa b percent o! tho company's total
assets et Lho end of its most reacnt As-
cnl Year, and for less than 8 pnrceat oC
E[a not cacnings and gros9 salts for its
most recent IIn~al Year. ind la not oGh-
crwlae signlCicantly ralatod to thu com-
pany's baslpess;
(5) Absence of power/auUtority' Jf tha

camDuny wontd tack tho gowar ar au-
thority to irnplcinont tho proposal;
(i) hfanagernent junctions: If the pro-

poeat deals with s maGtcr relating to
the com~anp'a ordinary business opor-
ations;
(8) Airecfor electiorss: IC tho proposal;
(1) Nanld dlaqualiCy a aominocs who Ss

atan~tng for c14~etfon;
{If} Would remove a director Irom of

[fee betoro hla ur her Wrm oxpired,
{iif) Questions the compntenca. Lue!-

uese Judgment, or character oC one or
morn nominees or dlreotore;
(iv) Sceka to incSnde a specific ind!-

vldua] in the company's prgxy mate-
rials for electioa to the board of dtroc-
~ars; or
{v) Qtherwlse ~aald affect the out-

Corna oI the upcoming electloa of dti'CC-
Cors.
{9} ConJticis urith company's proposal

II the proposal dfrectlq conflicts with
one of the oompuoy'a own proposals to
ba auUmttted to shareholders at the
same mooting;

NOTE To PARAOItAPR tIH9): A compnnp a

auhmiaalon to [ha Commission under thb
asctloe ahauId 6jiq~~(Y LYiC j70[JyLA o[ coafllct
w![h the compnnY'e proposal.

(1D> Subsfantfatty tmpdernenled if Lha
cornpanY has a)reedy substantially !m-
plemcnted the proposal:

:iarE TO AARAORAPH t!)116) A cnmpaay

may exclude a shareholder yropoeai that
would provide an advisory vote or ~nek [u
Lure a~vlsorp vntee to approve the tom
pmantfan oCazecu[Ivea ae Jlecloeed pnraunnt
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to Item 40Z of Reyntnifon & K (~^~'9.447 of
thin chapterl or any ~ucceneat to Item ~Q2 (a
any oa pay vote '~ or that nlatoi to tho (rw

quency o[ baY-ou-pay votes provl~t~1 t21at !n
[h~? moot t'c~nn[ ahn~aholder vote rnqutm! Ly
;Y9alaa 21~b~ of this chapter n single poor
ifs ono, two, or threr yearai recalved ap
provul of a msJorlty oC vntw rnat an the
mattes nml the comyanr hoe aclapCnl n pol-
!cy on the frequency of st~y~on-p~Y votes that
to caaaJeteat w1Lh t6¢ cdnlcc aC iha trtaJarlty
of ~oua coat !n the most cM:mt thareholQer
vote ceantml by S4iDlia 21(U) of tdia chap
ter

X111 Duptscauon IC Lho proposal eulr
suwtie3ly duplicetea another proposal
previously suLmittcd to Gha company
Ly another proponent that will be in-
cindod In tho company e Proxy rnntc-
rfsls [or cho samo mooting;
i12) Resu6misslons If the proposal

deals with aubstanttellq tha same eub-
~ect mattflr as another proposal or pro•
posals that has or have beon grovlowly
Included in Gho company's proxy mate-
rials wSthtn the precoding 5 caicaJnr
years, n Company may nzcludn [t from
fta proxy materials for any mcotinG
held within 3 calenJur years o: the last
tlrnc !t was iaaludcd iC tho proposal ra-
cotvea:
(S) Leas than S'. oC tho vote if ~ro-

QOBCd OpCO wlthSn the prcccclfng 5 cal-
ondnr 9anra;
([1) lens than 5•. oC tho votr on !ts

last submission to eharaholdcrs ff Pro-
posed twice provSo~s1Y within tho prc-
ceding 5 caloudar years, or
(lil) Less than 1D'. o[ thn veto on Its

Inet eul~misnton to ahnroholders ff pro-
poaed Lhrec times or mor¢ pravtouely
within Lbo pr~aoding 5 ea3andar years;
and
(13) Speci(fc amount o(drvtdends IC the

proposal relates to specific amounts of
C~h or stock divldcada.

(j> Queadon 70 ~Vhnt prpcedurce must
the ~ompanY !allow 1f It intends to oz-
otudc my proposal? (1) If the company
Stttends to oxcinde a proposal from its
proxy materials, {t meet Lilo its roa-
aana with Lhc Cornmlasfon no later
than eo calendar days Lcloro It (lies its
deAnitive proxy statement and Corm of
proxy with the Commieaion, Tho com-
pany must aimulCnnoouaiy provVdo you
with a copy of its eubmSaelon, Tho
Commiseloa staff may permit tha corn-
pany to make its submission later Lhnn
80 dogs beCorc the company ales its aQ-

§240.14a-8

[initSvo proxy aCatomnnt and iorrn of
proxy. it tho companp ~3omonetratos
goal ceusu iar missing Lhc dcadllno.
(2> '1'ha company must Ctly six paper

copies o! 6he following
(t) The proposal:
(ti) An oxplanation of why tho com-

panp beltevas Ghat 2t mcty ezcluda the
proposal, which should, if possible.
roler Lo tho most recant applicable nu-
thoritq, such ns prior Division lectors
issued under the rula; anJ

{1ft) A supporting opinion of counsol
whoa such raaaons aro baseil on mat-
tcrs of state or forolgts law.
(k) Quertfon it: Msy 1 oubmit my oa•n

statement Ca tho Commission respond
lag to the company's argumcaLs?
Yee, you may suLmlt a response, Lut

It la not required. You ehaald try to
submit any rctspc~nso to ns, with a copy
to Lhc comppny. ns soon Qa pos~Sbie
after the company makes Its anbmia-
s4on. 'I'h1e way, tho Oammisaloa atafl
will have 6lma to consider fully your
submission Ucforo it issues iGa re-
aponeo You should auUmit six paper
copies o! your respoasa

{if Qucs~tan 12: If the company in-
c)udca my ahnreholdcr proposal In its
proxy materials, what information
about me must it tn_lndo along with
tha propoant itsolt?
(i) Thn cots~pncty'e proxy atatcmont

must iAclude your namo and aQdreas,
~s well as tho number of Lho companq's
voting securities that you hald. fiow-
crver, ineCend of providing that lnformn-
tion. the company may iustend include
a ntatcmont Lhat iC will provida the 1n-
Corrnat[on to ahnreholdacs promptly
upon recflivinr an oral or written ro-
c~uest.

t2) The campanp is not rasponslblo
Cor the contents of your grapos0.l ar
supporting atatemant
(m) Question 11: What can I Jo [I the

compnnY fncludcs !n !ts proxy eCato-
rnont reasons whq it bel[ovcs share-
holdors ahou3d not vets in laver of my
proposal, and Y disagree with soma of
fta statomen~s?
{1) Tha company may elect to Include

In Ica prn~yy statement reasons why SG
boiluvcs ahnreholderr shoulil vote
a~olnst your proposal. Tbc company to
allowed to make arguments retiectittg
ice own point o[ vSQw, Jost as you may
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Division of Corporation Finance
Securities and Exchange Commission

Shareholder Proposals

Staff Legal 8ultetin No. 14F (CF)

Action: Publication of CF SEaff Legal Bulletin

Date: October 18, 2011

Summary: This staff legal bufiatin provides in Formation for ~ompanles and
si~areholders regarding Rule 14a-S under tha Securities Exchange Act o
1934.

Supplementary Information: The statements in this bulletin represent
the views of the Qivision of Corporation Finance (the "Division"}. This
bulletin is not a rule, regulatlan or Statement of [he 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 weta-based

request form at https://tts.sec.gov/cg(-bin/corp_fn_interpretive.

A. The purpose of this bulletin

This bulletin is part of a ccntinuing effort by the Division to provide

guidance on ~mportank issues arising under Exchange Act Pule 14a-8.

SpeciFical(y, this bulletin contains inFormatio~ regarding:

• Brokers and hanks that constitute "record" holders under Rule 14a-8
(b)(~){i) for purposes or" verifying whether a beneficial owner Is

eligible to submit a proposal under Rule 14a-8;

• Common errors shareholders can avo(d when submitting proof of
orrmersh3p to companies;

• The submEssion 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-act(on

responses by email.

You can find additional guidance regarding Rule 14a-8 in the follo4ving

bullekins that are available on the Commission's ~vebsit~: SLB N4. 14, ~

No. 14A, Sl8 N.g. 14B, SLB No, 14C, $~~ 14D and SLB No. 14E.

https://ww~vsec.gov'interps.negaVcfslb 14f.htm 11'4 201 ~
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B. The types of brokers and banks that constitute "record" holders

under Rule 14a-8(b){2)(i) far purposes of verifying whether a

beneficial owner is eligible to submit a proposal under Role 14a-8

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

To ~e eligibEe to submit a sharehoEder proposal, a shareholder must have

continuously held at least $2,000 in market value, ar 1°!0, of the cflmpany's

securities entitled to be voted on Lhe proposal a' the shareholder meeting

for at least one year as of the date the shareholder submits the proposal.

7h~ shareholder must also continue to hold the requEred amount of

securities through the date of the meeting and must provide the company

with a written statement of intent to do so.A

The steps that a shareholder must take to verify his or her eligibility to

submit a proposal depend on hbw the shareholder owns the securities.

There are twn types of security hafders in the U,S.: registered owners and

beneficial owners.2 Registered owners have a direct relationship with the

issuer because their ownership ofi shares is listed on the records maintained

by Ehe issuer or its transfer agent. iF a shareholder is a registered owner,

the company tan independently confirm t}~at the shareholder's holdings

sakisfy Ruie 14a-8{b}'s etigibitity requirement.

The vask ma}ority 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 securikies intermediary, such as a broker or a

bank. Bene(,cial o4vners are sometimes referred to as "sCreet name"

holders. Rute 14a-8(b)(?)(i) provides [hat a beneficial owner can provide

prooF of ownership to support his or her ef~gibili~y to submit a proposal by

submitting a written statement' from the 'record" ho'der of ~th2j securities

(usually a broker or bank)," verifying lhat, at the time the proposal was

submitted, the shareholder held Che required amount. of securities

conkinuously far at {east one year.

2. The role of the Depository gust Company

Most large U.S. brokers and banks deposit their cusEomers' securities with,

anti hold those se~urit~es through, the Depositary Trust Company ("Ql"C"),

a registered clearing agency acting as a securities depository. Such brokers

and banks are often refe red to as "participants" in DTC.= i'he names of

these DTC participants, however, do nok appear as the registered owners of

the securities deposited with DTC on the list of shareholders maintained by

tine company or, more typ:ca~ly, by its transfer agent. Rather, DTC`s

nam~nee, Cede & Co ,appears on the shareholder list as the sole registered

owner of sec.~rities deposited with DTC by the DTC participants. R company

can request from DTC a "Securities dos+tion listing" as of a specified date,

which ident~f~es the DTC participants having a position in the company's

Securities and the n~.}tuber of securities held by each DTC part+cipant on that

date ~

3. Brokers and banks that consti#ute "record" t~alders under Rul_~

14a-8(b)(2)(i) far purposes of verifying whether a beneficial

owner is etigihle to submit a pr~posa) under Rule 14a-8

in The Nain Celestial Group, Inc (Oct. 1, 2008j, we took the positicn that

an introducing broke: could be considered a "~eco~d' holder for purposes o`

hops:!/www.sec.gav/interps/legal'cfslbl~f.htm l i/4/2015
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Ru(e 14a-8(b}(~)(i). An intradut~ng broker is a broker that engages in sales
and other activities Jnvolving customer contact, such as opening customer
accounts and accepting cuskomer orders, but is not permitted to maintain

custody of customer funds and securities. Instead, an introducing broker
engages another broker, known as a "clearing broker," to haid custody of
client Funds and securities, to clear and execute customer trades, and to

handle other functions such as issuing confirmatiflns of customer trades and
customer account statements. Clearing brokers generally are DTC
participants; introducing brokers generally are not. As lntrodudng 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 ativnership letters from brokers in cases where, unlike the
pflsitlons of registered owners and brokers and banks that are DTC
participanks, the company Is unable to verify the positions against !ts own
or its transfer agent's records or against DTG's securities position listing.

In light of questions we have received following two recent court cases

relating to proof of oVrnership under Rule 14a-SZ and in light of the
Commission's discussion of registered and beneficial owners in the Proxy
Mechanics Concept Release, w~ have recor►sidered our views as to what
types oP brokers and banks should be considered "record" holders under
Rule 14a-8(b)(2)(i). Because of the transparenry of DTC participants'
positions in a company's securities, tive will i~ke the vietiv going forward
that, for Rule 14a-8(b)(2)(i) Purposes, onEy DTC participants should be
viewed as "record" holders of securities that are deposited at DTC. As a
result, we will no longer fallow Nain Celestial.

We believe that taking this approach as to who constitutes a "record"
holder for purpflses of Rule 14a-8(b}{2)~I} will provide greater certainty to
bene~clal owners and companies. We also note that this approach is
consistent with Exchange Act Rule 1~g5-1 and a 1988 statfi no-action letter

addressing thak rule,g under which brokers and banks that are DTC
participants are considered to be the record holders of securftfes on deposit
with DTC when calculating the number of record holders for purposes of
Sections 12(g~ and 15{d) of the Exchange Act.

Companies have ❑ccasionally expressed the vier that, because DTC's
nominee, Cede & Co., appears on the shareholder list as the so!e registered
pvrner of securities deposited with DTC by the DTC partidpants, only DTC or
Cede & Cfl. should be viewed as the "record" holder of the securities held
on deposit at DTC for purposes o` Rule 14a-8{b)(~)(i). We have never
interpreted the rule to require a shareholder to obtain a proof of ov~nerhip
letter from DTC of Cede & Co,, and nothing in this guidance should be
construed as changing that view.

Novi can a shareholder determine 4vhether hrs ar her broker or bank is a
DTC parti~ipan~?

Shareholders and companies can confirm whether a particular broker or
bank is a DTC participant by checking DTC's participant list, which is
currently avaslable on the Internet at
http:/(www.dtcc.com/~/media/FilesJDownloads/c(ient-
center/DfiC/alpi~a. ashx.

~~✓hat if a shareholder's broker or bank is not on OTC's part~c~pant I~st?

https://www.sec.gov/interps~legal~efsibl4f:htm 1 ir420S5
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The shareholder will need ka obtain proof of ownership from the QTC
participant through wh4ch the securities are held. The shareholder
should be able to find out who Chis DTC participant is by asking the

shareholder's broker or bank.

t€ the DTC participant knows the shareholder`s broker or bank's
holdings, IIU~ d4~S ROt ~Cf104V the shareholder's holdings, a shareholder
could satisfy Rile 14a-8{b)(2}{i) by abtalning and submitking two proof
of ownership statements verifying that, at the tune the proposal was
submitted, the required amount of securities v~lere continuously held far
at least one year -- one from the shareholder's broker or bank
confirming the shareholder's ownership, and the other from the DTC
participant confirming the broker ar bank's ownership.

How wilt the stafr process no-act on requests thaC argue for exclusion on
the basis that Cite shareholder's proof of oN✓nershrp rs not from a DTC
participant?

The staff wiE1 grant no-action relief to a company on the basis that the
s~areholder's proof of own?rship is riot from a pTC participant only i~
the company's notice oP cieFect describes the required proof of
awnersliip in a manner that is consistent with the guidance contair;ed in
this bulletin. Under Rs,~le 14a-8{f)(i), cue shareholder v~[I! have a~
opportunity to obtain the requisite proof of ownership after recei~~ing the
notice of defect

C. Common errors shareholders can avoid w~ten submitting proof of
ownership to carnpanies

Fn this sectl4n, v1e describe two gammon errors shareholders make vrhen
submitting proof of ownership for purposes of Rule 14a-8(b)(2}, and we
provide guidance an how to avoid these errors.

First, Rule lAa-8(b) requites a shareholder to prav!de proof of ownership
that he or she has "cantinuausly held at least $2,000 in market value, or
1°Jo, of the company's securities entitled to be voted on the proposal at tf~e
meeting for at keast one year by the date You st~brnit the

~rQRgsal" (emphasis added). We note that many proof of ativnershlo
letters da nit satisfy this requirement because they do not verify the
shareholder's beneficial ownership for the enure one-year period preceding
and including the date khe proposal is submitted. fn some cases, the letter
speaks as o` a date before the datQ the proposal is submitted, thereby
leaving a gap between the date of the venf~cat~on and the date the proposal
is submitted. In other cases, tare letter speaks as of a date after tie date
the proposal v~ras submitted but covers a period of only one year, thus
fai4ing to verrFy the shareholder's bene~c~al otivnesship aver the r_quired full
one-year per+od preceding the date o~ the praposaf's submiss'san.

Second, many letters fait to confirm continuous ownership o~ the securr<<es.
This can occur when a broker or bank subm is a fetter tha[ confirms the
shareholder's beneficlat ownership only as of a sreciF~ed date but oml~s any
reference to continuous nwners+~ip For ~ one-year peripd.

We recognize that the requirements of Rine 14a-8(b) are highly p~escrptiv=
and can cause ~nconverrience for snarehofders when submitt ng proposals.
Although c~~r administratron of Rule 14a-B(~} is constrafnec4 by the teems of

https~/hvww.sec.~ov~nterps/tegallcfslb 1 ~f.htm 11/4/2015
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the rule, ~•~e 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 p'an to submit the proposal
using the Following Format:

"As of [date [he proposal is submitted], [name of shareholder]

held, and has held continuously for at least one year, [number

of securities] shares of [company name] [class o~ securities]."u

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 wil! revise a proposal afker submitting it to a

company. This section addresses questions we have received regarding

revisions to a proposal or suppor#ing statement.

1. A shareholder submits a timely proposal. The shareholder then
submits a revised proposal before the company's deadline far

receiving proposals. Must the company accept the revisions?

Yes. In this situation, we believe the ~evlsed proposal serves as a
replacement of the initial proposal. By submitting a revised proposal, the
shareholder has effectively wfthdrativn the initial proposal. Therefore, the
shareholder is not in violation of the one-proposal limitation in Rule 14a-8

(c}.1' If the company intends to submit a no-action request, it must do so

tivith respect to the revised proposal.

We recognize that ire Question and Ans4ver E.2 of SLB No. 14, eve indicated

that if a shareholder makes revisions to ~ proposal before the company

submits its no-action request, the company can choose whether to accept

the revisions. However, this guidance has fed some companies to ~etieve
thak, in cases where shareholders attempt to make changes to an initial

propasaf, the company i5 free to ignore such ravisior~s even If the revised
proposal is submitted before the company's deadline for receiving
shareholder proposals. We are revising our guidance an khis issue to make

dear that a company may not Igna~ e a revised prcpasal in this situation.

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?

~Jo. If a shareholder submits revisions to a proposal after the deadline for

receiving proposals under Rule 14a-6(e), the company is not required to

accept tine revisions. Hotivever, if [hE company does not accept the
revisions, it rust treat the revised proposal as a second proposal and
submit a notice stating its intention to exclude the revised proposal, as

required by Rule ~4a-8(j). The company's notice may site Rule 14a-8(e) as

the reason for excluding the revised proposal. If the company does not

acc~~t the revisions and intends to exclude the initial proposal, it tivould

also need to submit its reasons for excl:.~ding the initial proposal.

https://www.sec.6ov/in~erps/legal/cfsIbl4f.htm 11!4?2015
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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 revlsians [o proposals,L it

has not suggested that a revision triggers a requirement to provide proof of
ownership a second kime. As outlined in F.u(e 14a-8(b), proving ownership

includes providing a writken statement tha[ the shareholder intends to

continue Eo hold the securities through the date of the shareholder meeting

Ruie i4a-S(f)(~} provides that if the shareholder 'fails in [his or her]

promise to hoEd the required number of securities through the date of the
meeting of shareholders, then the company wail! be permitted to exclude ail
of [the s~rsre shareholder's) prop~safs from its proxy materials for any
meeting held in the foilowmg two calendar years.' With these provisions in

mind, we do not interpret Rule 14a-8 as requiring additional proof of

ownership when a shareholder submiks a revised praposal.0

E, Procedures fot withdrawing no-action requests #or proposals

submitted by multiple proponents

LVe have previously addressed the requirements for rlithdrawing a Rule

14a-$ no-action request in SL8 Nos. 14 and 14C. SLB No. 1~ notes that a
company should include with a withdrawal letter documentation
demonstrating that a shareholder has withdrawn khe proposal. In cases
where a proposal submitted by multiple shareholders is withdrawn, SLS No.
14C states that, if each shareholder has designated a lead individual to act
on its behalf and the ~o~pany is able to demorsstrate that the individual is
authorized to act on behalT of a!f of tt~e proponents, khe company need only

provide a letter from that lead individual indicating that the IeaJ individual

is withdrawing the proposal an beha}f of alE of the proponents.

Because there ~s no rel~ef granked by the skaff to cases Lvhere a no-action

request is withdrawn following the withdrawal of t~~e related proposal, we
recognize that the t~reshaid far withdrawing a no-action requesk need nok

be overly burdensome. Going forward, rve wi11 process a withdrawal request

iF the company provides a letter from the I~ad Fier that includes a
representation that the lead filer is authorized to w,thdraw the proposal on

behalf of each proponent ~dent~Esed in [he 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 cop es of the correspondence vre have received in

connection with such requests, by U.S. mail to companies and proponent,.
We also past our respo~ se and the related correspondence to the

Cflmmission's website shortly aPte issuance of o~~r response.

In order to accelerate .!el~very of staff responses to companies and
proponents, and to reduce our copying and postage costs, gong forward,

we intend ro transmit our Ruse lea-S no-action responses by email ~o
companies and proponents We thereto e encourage bokh companies a, d

proponents to include email contact mforrz~at~on in any correspondence t

each other a ~d to us. We will use U.5. main to tra,sm t our r.o-act}on

response to any company or proponent for ~.vhict, we cio oak have email

contact information.

https:l~www.sec.govlinterps/lebai:'cfslbl4t~.htm 1 i/4/2015



Staff Legal Bulletin No. 14F (Shareholder Proposals) Page 7 of 8

Gwen the avafla6iiity ol` our responses and the related carresponden~e on

the Commission's website and the requ+rement under Rule 14a-8 for
companies and proponents to copy each other on ~orr~spondence
submitted to [he Comrnlsslon, 4ve believe It is unnecessary to transmit
copies of Ehe related correspondence along with our no-action response.

Therefore, eve intend to transmit only our staff response and not the
~flrrespondence aye receive from the parties. We will continue to post ka the
Commission's website copies of this correspondence ak the same time that

eve post our staff no-action response.

~ See Rule 14a-8(b).

~ Far an explanation of the types aF share ownership in the U.S., see

Concept Release an U.S. Proxy System, Release No. 34-b249S {July ? 4,
~D10} [7S ~R 42982] ("Proxy Mechanics Concept Release"), at Section I1.A.
The term "beneficial owner" does not gave a uniform meaning under the

federal securities laws. it has a diFterent meaning in this bulletin as
compared to "beneficial ~~vner" and "beneficial otivnership" 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 oviners for

purposes of those Exchange Act provisions. See Proposed Amendmen[s to

Rule 14a-8 under the Securities Exchange Act ~F 1934 Relating to Proposals
by Security Holders, Release No. 34-12598 (July 7, 1976} [41 FR 29982],
at n.2 ("7he kerm ̀ beneficial owner' tivhen used In the context of the proxy

rules, and in light of the purposes of those rules, may be interpreked to
have a broader meaning than it would For certain other purposes] under

the Federal securities laws, such as reporting pursuant to the Williams
Act. ").

~ IF a sharehoi~~r has Filed a 5chedufe 13D, Schedule 13G, dorm 3, Form 4
or Form 5 reflecting otivnership of the required amount of shares, the
sharehakcier may instead prove g~^rnership by submitting a copy of such
filings and providing tt~e acldi[ional information that is descr€bed in Rule

' DTC holds the deposited securities in "Fungible bulk," meaning that there
are no specifically identifiable shares directly t~~vned by the DTC

participants. Rather, each bTC participant holds a pro rata interest or
position in the aggregate number of shares of a partic~iar 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 rrf~ich the DTC
participant has a pro rata interest. See Proxy i~1echanics Cancepk Release,

at section II.6.2.a.

~ See Exchange Act Rufe 17Ad-8.

~ See Net Capital Rufe, Release No. 34-32511 {Nov. 24, 1992) [S7 FR
56473] ("Nek Capital Rule Release"), at Section II,C.

7 See KBR fnc. v. Chevedden, Civ(I Action F~Jo. H-I1-0196, 2Q11 U.S. Dist.
LEXIS 36431, 2021 VVL 1463611 {S.D. Tex. Apr. 4, ~Q11); Apache Co; p, v.
Chpvedden, 695 F. Supp. 2d 723 (S.D. Tex. X010}. In both casts, the court
concluded that a securities intermediary was not a record holder Far

purposes of Rule 14a-8(b1 because it did not appear on a lis: of the

https:/hvww.sec.gov/interps'le~ealicfs~b 14f.htm 1 I /4/201 ~
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company snon-objecting beneficial owners ar on any DTC securities
position listing, nor was the intermediary a DTC participanC.

~ 7"ethne Corp. (Sept. ~0, 1988).

4 In addition, 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 Re}ease, at Seckion
)I.C.{iii}. T{ie clearing broker wilt generally be a DTC participant.

~ For purposes of Rine 14a-8(b), the submission date of a proposal •rill

generally precede the company's receipt date aF the proposal, absent the
use of electrontic or other means o~ same-clay delivery.

~ 'his Format is acceptable for purposes of F~ule 14a-8(b), but it is not
rnand~tory or exclusive.

j~ As Such, it is not appropriate for a company to send a notice of defect for

multiple proposals under Ruie 14a-8(c) upon receiving a revised proposal

~ Tt►is position will apply to all proposals submitted after an initia) proposal
but ber~~re the company's deadline for receiving proposa~s, regardless of

whether they are explrcitly labeled as "revisions" to an initial proposal,
unless the shareholder aF~+rmatively indicates an intent to submit a second,
addi~rona! proposal for inclusion in the company's proxy ma[ariais [n that

case, the company must send [he shareholder a notice of defect pursuant

to Rule 14a-8(f}(f) if it intends to exclude either proposal from its proxy
materials in reliance on Rule 14a-8(c). In I~ght of this guidance, with
respect to proposals or revisions received before a company's deadline For

submission, vie w~tl no longer fol(ov~r Layne Chrrstenser+ ~o, (Mar. 21, 2011)
and other prior staff no acCion letters in which we took the view that a
proposal would violate the Rune 14a-8(c) one-proposal limitation if such
proposal is submitted to a company after the company has either submitted
a Rule 14a-8 no-action request [o exclude an earlier proposal submitted by
the same proponent or notified the proponent that the earlier proposal was

excludable under the ruse.

u See, e.g„ Adoption of Amendments Re{a[ing to Proposals by Security

Holders, Release No. 34-12999 {Nov. 22, 1976) (41 FR S2994].

~ Because the relevant date For proving ownersF~ip under Rule 14a-8{b) is
the date the proposal is submitted, a proponent a~ho does not adequately

prove ownership in connection with a proposal is nit permitted to submit
another proposal for the same meeting on a later date.

~ Nothing in tF,is staff position has any effect on khe status of any
shareholder proposal that as rot withdrawn by the proponent or its
authorized representative.

http.//wtiray.sec gov/~nterps/legal/cfslbl4f.htm
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Kenneth Steiner
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Co./Dept. ~ ! Co.
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Fay n
& OMB Memorandum M-07-16"'"

Re: Your TD Ameritrade account ending in ~in TD Ameritrade Clearing Inc. DTC #0188

Dear Kenneth Steiner,

Thank you far allowing me to assist you today. As you requested, this letter confirms that as of the date of

this letter, you have continuously held no less than 500 shares of each of the following stocks in the
above reference account since July 1, 2014.

1. International Business Machine (IBM)
2. Citigroup (C}
3. Baxter Irrternational Group (BAX)
4. Ferro Corp (FOE)
5. Vector Group (VGR)

If we can be of any further assistance, please let us know. Just fog into your account and go to the
Message Center to write us_ You can also call Client Services at 800-669-3900. We're available 24 hours
a day, seven days a week.

Sincerely,

Chris Blue
Resource Specialist
TD Ameriirade

This information is h,rnished as part of a general information sen~ice and TD Ameritrade shall not be liable fa any damages aris;ng

out o1 any inacairacy in the iMamation. Because this information may differ from your TD Ameritrade monthly statement, you

should rely only on the TD Ameritrade momhly statemerri as the official record of your TD Ameritrade account.

Market volatility, wfume, and system availability may delay accourn access and trade executions.

TD Ameritrade, Inc., member FINRAlSIPC (www.finra.org, www.s~pc.org). TD Ameritrade is a trademark joirttiy awned by TD

Amer~trade IP Company, Inc. and The Toronto-Dominion Bank. DD 2015 TD Amer~trade IP Company, Inc. A11 rights reserved. Used

with permission.



ENCLOSURE2

STATEMENT OF INTENT TO EXCLUDE STOCKHOLDER PROPOSAL

The resolution in the Proposal provides as follows:

Resolved: That shareholders urge the Board of Directors to

conduct a study of the company's derivatives activities, addressing

how these operations are funded within the various holding

company affiliates, supervision by various government regulators

(both domestic and foreign), and how they affect the risk profile

and culture of the bank. The study should be issued as a report to

shareholders, omitting proprietary information and at a reasonable

cost, no later than the company's 2017 annual shareholder

meeting.

A copy of the Proposal is attached hereto. Both the text of the resolution and the Supporting

Statement focus on derivatives activities as they affect the Company. Nowhere in the Proposal

does the Proponent suggest that stockholders consider the Company's derivatives activities for

broader policy reasons.

THE PROPOSAL RELATES TO THE COMPANY'S ORDINARY BUSINESS.

The Proposal may be excluded from the 2016 Proxy Materials pursuant to Rule

14a-8(i)(7) because the Proposal relates to the Company's ordinary business operations. 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."' 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."' 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."3 The second consideration comes into play when a proposal involves "methods for

implementing complex policies."4 Where, as here, a proposal requests that the Company prepare

a report on or create a committee to review a particular issue, "the staff will consider whether the

~ SEC Release No. 34-40018 (May 21, 1998).

2 Id.

3 Id.

4 Id.
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subject matter of the special report or the committee involves a matter of ordinary business;

where it does, the proposal will be excludable under Rule 14a-8(c)(7)."5

The Proposal relates to tasks fundamental to management's ability to run the

Company on a day-to-day basis. Derivatives are financial management tools used to lower

funding costs and manage risks associated with the Company's business activities and financial

assets. As noted in the Company's Annual Report for 2014, the Company enters into various

types of derivative transactions in the ordinary course of its business. The Company trades

derivatives as an active market maker. The Company offers its customers derivatives in

connection with their risk management actions to transfer, modify or reduce their interest rate,

foreign exchange and other market/credit risks or for their own trading purposes. The Company

also manages its derivative risk positions through offsetting trade activities, controls focused on

price verifications and daily reporting of positions to senior managers. The Company also uses

derivatives in connection with its risk management activities to hedge certain risks or reposition

the risk profile of the Company. The Company actively manages risks inherent in~ specific

groups of on-balance-sheet assets and liabilities, including Available-for-Sale securities and

borrowings, as well as other interest-sensitive assets and liabilities through the use of derivatives.

Because the Company trades in derivatives and offers derivatives to customers in

connection with their risk management strategies, the Proponent is seeking a report on the

Company's financial products and services—a core category of ordinary business under Rule

14a-8(i)(7). The Staff has long taken the position that proposals relating to a company's sale of

financial products or services may be omitted from the company's proxy materials as relating to

ordinary business. For example, the Staff has concurred in the omission of proposals submitted

to financial institutions that relate to repurchase agreement transactions and securities lending

transactions6 as well as proposals relating to the issuance of certain types of loans. In each case

the Staff noted that proposals concerning the sale of particular services are generally excludable

under Rule 14a-8(i)(7).

The Proposal is similarly questioning the Company's decision to engage in the

sale of derivatives. In his Supporting Statement, the Proponent questions the effect of the

Company's lobbying related to derivatives activities on the Company's reputation,$ and

5 SEC Release No. 34-20091 (Aug. 16, 1983).

6 Citigroup Inc. (avail. Jan. 26, 2012, recon. denied Mar. 1 2012); JPMorgan Chase & Co. (avail. Jan. 27, 2012,

recon. denied Mar. 13, 2012).

JPMorgan Chase & Co. (avail. March 16, 2010). The Staff has also concurred in the omission of proposals

submitted to financial institutions relating to the provision of financial services to clients that enable capital

flight and result in tax avoidance because such proposals concern the sale of particular services and therefore

are excludable under rule 14a-8(i)(7). See Citigroup Inc. (avail. Feb. 21, 2007).

$ See paragraph 2 of Supporting Statement (asserting that the Company damaged its reputation by lobbying for an

amendment to the Dodd-Frank Act regarding derivatives activities and oversight). General Electric Co. (avail.

Jan. 9, 2008) (concurring that a proposal requesting a report on the potential damage to the company's brand

name and reputation as a result of sourcing of products and services from the People's Republic of China could

be excluded under Rule 14a-8(i)(7) because the proposal related to the company's ordinary business

operations); International Business Machines Corp. (avail. Jan. 9, 2008) (reaching the same conclusion on a

proposal similar to the proposal received in General Electric Co.)
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questions whether engaging in this line of business affects the Company's culture and values.9
The advantages and disadvantages of deciding to offer derivatives (or any other type of financial
product) must be weighed by management in the ordinary course of business and cannot be
addressed through the type of broad report sought by the Proponent. Moreover, information
concerning Citigroup's derivatives activities, especially the structure of how such activities are
funded and how they affect the Company's risk profile, is highly confidential and sensitive and
relates solely to the conduct of Citigroup's ordinary business operations. The requested level of
disclosure may have an anti-competitive effect on Citigroup by allowing the Company's
competitors to obtain this confidential and sensitive information. Thus, the Proposal fits
squarely within the parameters of the ordinary business exception under Rule 14a-8(i)(7) because
the Proposal interferes with the Company's ability to control decisions related to the disclosure
of highly confidential and sensitive information.

Additionally, the Proposal relates to the Company's internal risk evaluation. The
Proponent is seeking a report on how the Company's derivatives activities affect the Company's
"risk profile," and in the Supporting Statement the Proponent questions the complexity of the
Company's overall risk management system.10 Proposals relatin~ to a company's internal risk
evaluation relate to ordinary business under Rule 14a-8(i)(7).1 In Bulletin 14E, the Staff
clarified that a proposal relating to the evaluation of risk may be excluded from an issuer's proxy
materials if the underlying subject matter of the proposal relates to an ordinary business matter of
the issuer.12 Here, the Proposal may be excluded because it pertains to the Company's
evaluation of the risks involved with the use of financial products, which is an ordinary business
matter for a sophisticated financial institution. In fact, in contrast to previous shareholder
proposals relating to derivative activity where the Staff did not concur that the proposals could

9 See paragraph 4 of the Supporting Statement (discussing the potential for a culture problem and differences in

values within the Company presented by the consolidation of investment banking activities focused on short

term gain and traditional loan-making focused on long-term relationships into one financial institution).

~0 See paragraph 3 of the Supporting Statement (asserting that, because the Company engages in derivatives

transactions outside the US, non-US "supervisory standards" apply and these differing standards "undoubtedly
complicate Citigroup's overall risk management as some swaps deals may be safer than others"). Cf. Rite Aid

Corp. (avail. Mar. 24, 2015) (concurring that a proposal requesting the board of the company add a section to its

nominating and governance committee charter to provide oversight concerning the determination of whether

the company should sell a product that, among other things, would reasonably be considered by many to be

offensive to the values integral to the company's promotion of its brand could be excluded under Rule 14a-

8(i)(7) because it related the company's ordinary business operations).

11 See, e.g., Goldman Sachs Group, Inc. (avail. Feb 8, 2011) (concurring that a proposal requesting a report

discussing, among other things, the risk management structure and how it integrated into the company's

business model could be excluded under Rule 14a-8(i)(7) because it related "to the manner in which Goldman

Sachs manages risk."); cf. Sempra Energy (avail. Jan. 12, 2012, recon. denied Jan. 23, 2012) (concurring that a

proposal requesting a report discussing the company's "management of political, legal, and financial risk posed

by [its] operations in any country that may pose an elevated risk of corrupt practices" may be excluded under

Rule 14a-8(i)(7) because it related to the management of particular risks, the subject matter of which involved

ordinary business matters).

~Z Staff Legal Bulletin No. 14E (Oct. 27, 2009).
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be excluded, this Proposal specifically requests that the report address how derivatives activities
affect the Company's risk profile.13

The Proposal seeks to improperly micro-manage the Company. The Proposal
would micro-manage the Company by requiring additional reporting requirements on the risks
involved with complex financial instruments. Derivatives, which, as discussed earlier, are
financial instruments utilized to manage risk, are highly technical and complex and are not a
subject which shareholders, as a group, would "be in a position to make an informed
judgment.s14 The Company complies with regulatory requirements by providing reports on such
matters in the form and to the degree required to provide transparency and accountability,
including a separate discussion of its derivatives activities in its Annual Report. In the
Company's opinion, any further disclosure would be inappropriate.

The Proposal does not raise a significant policy issue. In submitting this no-
action request, the Company is mindful of the Staff's position that a stockholder proposal
focusing on a significant policy issue is not excludable under Rule 14a-8(i)(7) because such a
proposal transcends the day-to-day business operations of a company.

ls

This Proposal does not focus on a significant policy issue; rather, it focuses solely
on the Company's ordinary business operations, namely, risk evaluation. It is in stark contrast to
the types of derivatives activities proposals that the Staff has determined must be included in a
company's proxy materials because they relate to significant policy issues. In Bank of America
Corp. (avail. Feb. 24, 2010), the Staff concluded that the proposal "raised concerns regarding the
relationship between Bank of America's policies regarding collateralization of derivatives
transactions and systemic risk," and thus could not be excluded under Rule 14a-8(i)(7). That
proposal requested the company prepare a report concerning collateralization and
rehypothecation of derivatives. There, however, the recitals and supporting statement
specifically connected the derivative activities to the financial crisis and continued systemic risk
to the broader economy.16 The Proposal at issue here does not make such a connection. It does

13 See, e.g., Bank ofAmerica Corp. (avail. Feb. 24, 2010); Citigroup, Inc. (avail. Feb. 23, 2010).

14 See SEC Release No. 34-40018 (May 21, 1998).

15 See Staff Legal Bulletin 14H (Oct. 22, 2015); see also Trinity Wall Street v. Wal-Man Stores, Inc., 792 F.3d
323, 353-54 (3d Cir. 2015) (Shwartz, J. concurring) (observing that a proposal must focus on a significant social

policy issue in order to fall under the significant policy exception).

16 Based on the prior proposals, it is clear that proposals relating to "systemic risk" have involved issues of system
risk to the broader economy, not simply the company that received the proposal. The recitals of these prior

proposals specifically referenced "systemic risk to the economy." See Bank of America Corp. (avail. Feb. 24,

2010) ("Whereas Nobel economist Robert Engel wrote that ̀ Inadequately capitalized positions might still build

up in derivatives such as collateralized debt obligations and collateralized loan obligations that continue to trade

in opaque OTC markets. And this means continued systemic risk to the economy ....' We believe that the
report requested [i]n this proposal will offer information needed to adequately assess our company's
sustainability and overall risk, in order to avoid future financial crises."); see also Citigroup, Inc. (avail. Feb.

23, 2010). In Citigroup, the Staff determined that the company could not exclude the proposal under Rule 14a-

8(i)(7) because it "raised concerns regarding the relationship between Citigroup's policies regazding
collateralization of derivatives transactions and systemic risk."
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not discuss the issue of whether the Company's derivatives activities contribute to continued
systemic risk. Rather, each paragraph of the supporting statement focuses on how derivatives
activities affect only the Company-specific risk profile.' The Proposal therefore does not "as a
whole focus on" an issue of significant social policy and instead relates to the Company's
risk/reward strategy of selling derivatives products and services—an issue that is important but
"not of broad societal concern."18

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

THE COMPANY HAS ALREADY SUBSTANTIALLY IlVIPLEMENTED THE
PROPOSAL.

Rule 14a-8(i)(10) permits an issuer to exclude a proposal if the company has
already "substantially implemented the proposal." The purpose of Rule 14a-8(i)(10) is "to avoid
the possibility of shareholders having to consider matters which have already been favorably
acted upon by management.s19 However, Rule 14a-8(i)(10) does not require exact
correspondence between the actions sought by a proponent and the issuer's actions in order to
exclude a proposa1.20 Rather, the Staff has stated that "a determination that the [c]ompany has
substantially implemented the proposal depends upon whether [the company's] particular
policies, practices and procedures compare favorably" with those requested under the proposal,
and not on the exact means of implementation.21 In other words, the Rule requires only that a

~~ See paragraph 1 of the Supporting Statement (discussing that the Company is the largest derivatives dealer in
the United States, but asserting that the Company's Annual Report does not provide a separate discussion of
derivatives activities); paragraph 2 of the Supporting Statement (asserting that the Company damaged its
reputation by lobbying for an amendment to the Dodd-Frank Act regarding derivatives activities and oversight);
paragraph 3 of the Supporting Statement (asserting that, because the Company engages in derivatives
transactions outside the US, non-US "supervisory standards" apply and these differing standards "undoubtedly
complicate Citigroup's overall risk management as some swaps deals may be safer than others"); See paragraph
4 of the Supporting Statement (discussing the potential for a culture problem and differences in values within
the Company presented by the consolidation into one. financial institution of investment banking activities
focused on short term gain and traditional loan-making focused on long-term relationships).

18 Trinity Wall Street v. Wal-Mart Stores, Inc., 792 Fad 323, 353-54 (3d Cir. 2015) (Shwartz, J. concurring)
(observing that a proposal must as a whole focus on a significant social policy issue and agreeing that a
proposal was excludable under Rule 14a-8(i)(7) where the proposal focused not only on a policy issue but also
on other matters like Wa1-Mart's brand name that related to the company's ordinary business); Staff Legal
Bulletin No. 14 H. (Oct. 22, 2015) (discussing the concurring opinion in Trinity Wall Street v. Wal-Mart Stores
as a relevant guidepost for the Staff in applying Rule 14a-8(i)(7)).

19 See SEC Release No. 34-12598 (July 7, 1976).

'A SEC Release No. 34-20091 (Aug. 16, 1983).

21 Texaco, Inc. (avail. Mar. 28, 1991).
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company's prior actions satisfactorily address the underlying concerns of the proposal and its
essential objective.22

The Staff has consistently taken the position that proposals requesting a report
may be excluded under Rule 14a-8(i)(IO) when the company has already made public
disclosures that compare favorably with the guidelines of the proposal.23

Here, the Proposal calls for the Company to report on its derivatives activities,
particularly, addressing how the activities are funded within various holding affiliates,
supervision by regulators, and how they affect the risk profile and culture of the Company. The
Company already dedicates a significant portion of its Annual Report to discuss its derivatives
activities, including a fourteen page note devoted solely to this topic. Throughout the 2014
Annual Report the Company discusses the regulatory, liquidity, credit and market, business and
operational and cross-border risks associated with its derivative activities.24 Additionally, in
each Annual Report since 2013, the Company has voluntarily provided its shareholders with in
depth disclosure of the details of its derivatives activities that exceeds the SEC requirements.

Based on the substantial disclosure that the Company has made concerning its
derivatives activities and the risks involved, the Company has already substantially provided
shareholders with the information that the Company would include in the requested report.

For the foregoing reasons, the Proposal may be excluded from the 2016 Proxy
Materials pursuant to Rule 14a-8(i)(10).

THE PROPOSAL IS FALSE AND MISLEDING IN VIOLATION OF RULE 14a-9

The Proposal may be excluded pursuant to Rule 14a-8(i)(3) because it is
materially false and misleading. Rule 14a-8(i)(3) permits the exclusion of a proposal if it
violates any of the Commission's rules, including Rule 14a-9, which prohibits statements in
proxies or certain other communications that, in light of the circumstances, are "false and
misleading with respect to any material fact."25 The Staff has consistently permitted companies

~ See, e.g., ConAgra Foods, Inc. (avail. Jul. 3, 2006) (recognizing that the board of directors substantially
implemented a request for a sustainability report because such a report is already published on the company's
website); Johnson &Johnson (avail. Feb. 17, 2006) (concurring in the exclusion of a proposal to verify the
"employment legitimacy of all current and future U.S. employees" in light of the company's substantial
implementation through adherence to federal regulations).

~ See, e.g., Target Corp. (avail. Mar. 26, 2013) (concurring that a company could omit a proposal requesting a
report regarding certain political contributions in reliance on Rule 14a-8(i)(10) in light of the company's public
disclosures); TECO Energy, Inc. (avail. Feb. 21, 2013) (concurring that a proposal requesting a report regarding
certain environmental and health matters could be excluded from a company's proxy materials because the
company's public disclosures had substantially implemented the proposal).

24 See e. Citi ou Annual Re rt Form 10-K at 52-64 71 89 100 241-254 Feb. 25 2015).

25 See 17 C.F.R. § 240.14x-8(i)(3) (permitting exclusion of a proposal if it is "contrary to any of the Commission's
proxy rules, including § 240.14a-9, which prohibits materially false or misleading statements in proxy soliciting
materials"); 17 C.F.R. § 240.14a-9 ("No solicitation subject to this regulation shall be made by means of any
proxy statement, form of proxy, notice of meeting or other communication, written or oral, containing any
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to exclude proposals under Rule 14a-8(i)(3) when such proposals are based on materially false or
misleading statements.26 The Proposal is misleading because the supporting statement asserts
that "Citigroup's 10-k has no separate discussion of [its derivatives activities]."

This statement is false. The Company dedicates a significant portion of its
Annual Report to discuss its derivatives activities, including a fourteen page note devoted solely
to a "separate discussion" of this topic?' This false and misleading statement speaks to the
fundamental premise of the Proposal —that the Company does not disclose its derivatives
activities.

For the foregoing reasons, the Proposal may be excluded from the 2016 Proxy
Materials pursuant to Rule 14a-8(i)(3).

statement which, at the time and in the light of the circumstances under which it is made, is false or misleading
with respect to any material fact, or which omits to state any material fact necessary in order to make the
statements therein not false or misleading or necessary to correct any statement in any earlier communication
with respect to the solicitation of a proxy for the same meeting or subject matter which has become false or
misleading").

26 See Ferro Corp. (avail. Mar. 17, 2015) (permitting exclusion of a proposal under Rule 14a-8(i)(3) that
incorrectly stated the differences between Delaware and Ohio law when requesting that the company to
reincorporate under Delaware law); General Electric Co. (avail. Jan. 6, 2009) (proposal was materially false
and misleading because of "an underlying assertion" that the company had plurality voting when, in fact, the
company had implemented majority voting).

27 See Citigroup, Annual Report (Form 10-K), at 241-254 (Feb. 25, 2015) ("In the ordinary course of business,
Citigroup enters into various types of derivative transaction [, e.g., futures and forward contracts, swap contracts
and option contracts] .... Citigroup enters into these derivative contracts relating to interest rate, foreign
currency, commodity and other markebcredit risks for [trading and hedging purposes] .....Information
pertaining to Citigroup's derivative activity, based on notional amounts as of December 31, 2014 and
December 31 2014, is presented in the table [on page 242 of the Annual Report].")

Derivative notional amounts aze reference amounts from which contractual
payments are derived and, in Citigroup's view, do not accurately represent a
measure of Citi's exposure to derivative transactions. Rather, as discussed
above, Citi's derivative exposure arises primarily from market fluctuations (i.e.,
market risk), counterparty failure (i.e., credit risk) and/or periods of high
volatility or financial stress (i.e., liquidity risk), as well as any market valuation
adjustments that may be required on the transactions. Moreover, notional
amounts do not reflect the netting of offsetting trades (also as discussed above).
For example, if Citi enters into an interest rate swap with $100 million notional,
and offsets this risk with an identical but opposite position with a different
counterparty, $200 million in derivative notionals is reported, although these
offsetting positions may result in de minimus overall market risk. Aggregate
derivative notional amounts can fluctuate from period-to-period in the normal
course of business based on Citi's mazket share as well as levels of client
activity.

Id. at 242.
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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), Rule 14a-8(i)(10) and
Rule 14a-8(i)(3).
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