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October	20,	2010	

	

Elizabethh	M.	Murphhy,	Secretaryy	

Securiti
100	F	St

ees	and	Exchange	Commmission	
 
rreet,	NE	

Washinggton	DC	205549‐1090	
	
Submitteed	via	emaill:	rule‐commments@sec..gov	
	
Re:	File	NNumber	S7 14‐10	SEC	Concept	Reelease	on	thee	U.S.	Proxyy	System	
	
Dear	Ms.	Murphy,	
	
Thank	yoou	for	the	opportunity	to	provide	comments	o cept	Releasee	on	the	U.S .	
Proxy	Syystem	and	foor	your	effoorts	to	understand	and

o
improve	th
n	the	Conc

e	current	frramework.
	

wner	Educatt rk	is	a	grass‐roots	efforrt	to	galvaniize	the	indivvidual	to	actt	Shareo
more	li
shareow

w
kke	an	owner.	We	are	a

ion	Netwo
	5
r
501(c)(3)	orrganization representinng	the	fundaamental	

wner:	the	rettail	investorr,	the	mutuaal	fund	benee
a	vested	
ficiary,	andd	the	public	or	private	

pensioneer.	Each	shaareowner	is	different,	bbut	all	have	 intterest	in	thee	performannce	 
ciency	of	our	markets.	OOur	missionn	is	to	providde	the	toolss	and	resourrces	for	and	effi

individ
and	to	i

u
c

n
als	to	becomme	informedd	about	their	investmeents,	to	exerrcise	their	owwnership	riights	
nfluence	thee	policies	of	their	investtment	interrmediaries.

	
We	are	
number

ppleased	to	ooffer	a	summmary	of	our	comments,	followed	byy	a	more	deetailed	analyysis	 
eed	accordinng	to	the	connvention	in	 the	Releasee,	to	providee	the	averagge‐investor	 

point	of	view.		 
	 
1. AAssist	ordinnary	shareoowners	in	ggetting	acceess	to	inforrmation	annd	automatted	 

v forms.	Votinng	is	the	cruux	of	commuunication	beetween	inveestors	and	tthe	
b
oting
oard.	Inves

	platf 
t s 	exercise	thh ing	rrights,	but	a

e	resource
s	a	practica

s
al	ponsible	to eir	vot a

mmatter,	they	
t
require	ac
ors	are	res

ccess	to	qualiity	informattion,	the	abiility	to	shar s	 
wwith	other	innvestors	andd	institutionns,	and	acceess	to	qualitty	vote	platfforms	with	
automation	aand	other	te s n stacles	to	vooting.	Chan

For	the	mo
gge	

thhe	rules	so	oordinary	sh
e
areowners	
chnologies

have	these	
	that	elimin

	commun
tools	at	th
ate	the	ob 

e
s
eir	disposal.	 ost	

part,	we’re	sttill	voting	like	its	1985,,	before	the icaation	and	teechnologicaal	
immprovemennts	of	the	intternet	and	tthe	governaance	reformm	movementt.	

2. EEncourage	ddevelopmeent	of	voting	platformms	that	incluude	small	sshareowners	 
bby	including able	per‐baallot	fee	in	tthe	proxy	ddelivery	fe the	g

e	are	techn
	a	reasona 

oological	soluutions	for	pproxy	distribbution	but	l
es
ittle	that	a
	paid	by

d 
	 
dds	i

v
s
alue	to	the	
ssuer.	Ther

aactual	act	off	proxy	votiing.	Third‐pparty	voting		platforms	ccan	add	valuue	
by	automatinng	the	vote	process	andd	increasingg	the	informmation	and	ccommunicattion	 
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av
im
e
s 

	i 
mpact.	Per‐b
nhance	the	 
hareowner

i
ballot	fees	w
quality	of	th 
s,	and	their	

s
will	increase 
he	platform
participati

rs,	but	they	
e	competiti
ms.	This	will

venues	for ndividual	shareowner mmust	be	free	to	the	useer	to	have	ann	 
oo
encourage	
n	of	providders	in	this	space	and	

voting	amoong	average	 
h s oon	will	beneefit	all	invesstors.		

3. CC old	systemm	of	“black‐hhole”	votin ease	shows	tthe	complexxity	
f	the	curre
hange	the 

n 
	 
nt	system,	wwith	its	layerrs	of	playerss,	opaque	a

ng.	The	Rele
cccount	poolls	and	compplex	o

reeconciliation	procedures	that	can	cut	votes	heere	and	therre	to	make	tthe	broker	
coounts	fit.	Ass	the	Release	points	outt,	this	may	d hise	voters,	eencourage	
apathy,	and	iinvite	errorr	and	abuse.	Institution

d
s	and	inves
isenfranch

ttors	large	aand	small	aggree: 
ennd‐to‐end	cconfirmationn	is	overduee.	Ordinary	shareowneers	want	to	bbe	sure	thatt	the	 
ffort	to	votee	will	have	aa	tangible	efffect.	

4. 
e 
RRegulate	tabbulation	annd	create	aan	audit	traail.	Once	shaareowners	ccan	ensure	oour	
o
e
wn	votes	arre	cast,	we	hhave	to	makke	sure	theyy’ve	been	co ounted	correectly.	And	thhat	 
vveryone	elsse’s	vote	is	ccounted	accurately	too..	We	need	reegulation	too	create	an	aaudit	
trrail	and	to	eensure	fairness	of	the	taabulation	prrocess.	

5. Streamline	tthe	commuunication	pprocess.	Disscard	the	OB distinction.	T
cuurrent	systeem	increasees	complexitty,	adds	unnnecessary	cost	and	do

B

proxy	dist

O/NOBO	d

r
ees	not	serve

T
	the
he	
	

innterest	of	shhareownerss.	Allow	commpetition	to	determine ribution	feess,	so	
thhat	shareowwners	can	geet	the	most	value	from	this	servicee.		

6. data	taggingg	for	proxyy	and	N‐PX	ffilings.	Thiss	will	increaase	the	quallity	I
a
n
nd	accurac
ntroduce	d 

yy	of	proxy	innformation that	reachees	owners	viia	proxy	advvisory	firmss,	as	 
wwell	as	to	enhance	the	vvalue	of	N‐PXX	fund	filinggs	for	investors.	Our	owwn	organizaation	
has	worked	ffor	three	yeears	with	othher	groups	to	distributte	a	report	on	mutual	fuund	
v
s
oting	of	exeecutive	compensation	mmatters,	a	suubject	near	and	dear	to

o
o	the	ordinaary	

hhareowner.	We	can	dra expand	our	c o	other	votinng	topics	annd	
inncrease	the	number	of	funds	cove

amatically	e
rred	if	data	ta

coverage	t
agging	is	im

o
mplementedd,	because	itt	will	

lower	the	baarriers	to	acccessing	andd	analyzing	tthis	informaation.	The	CCommissionn
fforts	to	enhhance	data	ttechnology	will	have	thhis	type	of	ddirect	impacct	on	the	quality	

’s	

nd	breadth	of	informattion	that	reaaches	the	avverage	invesstor.	
7. 

e
a 
I

o 

nncrease	traansparencyy	in	markett	practices	 ative	securities	that	mmay	 
leead	to	“Emppty	Voting””.	Conduct	rresearch	to	uunderstan

and	deriv 
d 
a 
d	the	scope	aand	essencee	of	

thhese	practices,	so	that	rregulation	ccan	be	tailorred	to	fit.	Ennsure	that	aagendas	are	
p efore	recordd	dates	so	thhat	large	insstitutions	haave	opportuunity	to	pulll	
back	shares
ublished	be

	

c

ffor	importaant	votes.	
8. EEnsure	Rulee	14a‐8	is	bbeing	imple s	intended,,	and	clarifyy	its	 

pprocedures	if	needed.	Rule	14a‐8	
emented
is	a	key	m

	a 
e 
s 
echanism	for	protectionn	of	shareowwner	

riights	and	addvancementt ance	reformms	and	servees	as	a	robust	source	off	
i oting	items.	Incursions	

	of	governa
on	technicaal	obstructioons	should	be	avoided..	We	

u
e
p

mm
rge	the	Co
portant	v

m
o
mmission	to	reach	out	tto	investorss	to	learn	thee	style	and	extent	of	reecent	 

f
roposals	a
forts	to	bl

r
oock	proposaals	and	to	identify	soluttions	that	sh s	can	seek	wwhen	 
re	unfairly	s tymied	by	inventive	annd	evolving	

h
corporate	
areowners

bbarriers.	
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II. The	Currrent	Proxy	Communiccation,	Disttribution	aand	Voting	PProcess	

	
We	recommend	endd‐to‐end	votte	confirmaation	and	b

with	a	sec
e
u
elieve	that	reegulating	thhe	vote	 

tabulatioon	process	wwould	proviide	owners	 ure	system	aand	a	vote	rresult	that	iss	 
e	and	credibble.	As	highliighted	in	thh Release,	this

h	it	is	note
ortant	vote

s	role	is	oft
d
een	performeed	by	accurat

the	tran
e
ss
,	an	indepe
fer	agent,	sselected	andd	employed	

e	Concept	
by	the	issu

R
er	(althoug d	that	in	

contests nndent	third	party	may	bbe	hired	to	 certify	imp s).	This	raisses	a	
concern	that	could	bbe	remediedd	by	greaterr	transparen ng,	or	regulaating	an	
independent	tabulator.	With	inncreased	connfidence	in	

n
fairness,	s
cy,	auditi

h
n
hareowners	 will	want	too	

participaate	in	the	prrocess.		
	
	 

III. Accuracyy,	Transparrency	and	EEfficiency	oof	the	Votinng	Process	

	

A. Over‐ d	Under‐Votiing	
While	it	is	nece
‐Voting	and 

sssary	to	gathher	additionnal	data	regarding	overr‐	and	under‐voting	to	
deterrmine	the	coourse	of	reggulation,	in	tthe	interim,,	disclosuree	of	vote	alloocation	and	
reconnciliation	prrocesses	cann	provide	a	measured	rresponse	too	protect	inv

ty	to	cast	v
vestors	whoo	 

	ld	be	awaree	of	the	effecct	share	lending	prograams	have	onn	their	abilit ootes.	sho
All	s
u
hhareownerss,	including	 those	with	margin	accoounts,	should	receive	aaccurate	

info
have
rr out	the	numbber	of	sharees	they	are	eeligible	to	vvote,	includiing	shares	thhat	
	been	dedu
mation	abo

ccted	due	to	loan,	as	well	as	lendingg	income.	Broker‐dealeers	should	
subtrract	loaned	shares	propportionally	over	all	margin	accounnts	held,	andd	notify	
invesstors	of	the	loan’s	impaact	on	their	margin	acco eed	a	transpparent	and	oopen	
em	that	shedds	its	many	layers	and	provides	a	cclear	listin

ount.	We	n
g
e
g	of	those	eligible	to	votte	syst

and	
e
tthe	correspoonding	sharres,	with	no	exception.		

	
B. Vote
We	s
	 on	 

	system	for
m	vote	cas
	vote	confir

t
trongly	rec
Confirmatio 

oommend	deevelopmentt	of	a	robustt r rmation,	succh	as	 
gning	a	uniqque	identifyiing	code	to	allow	an	auudit	trail	fro ting	to	assi

tabu
g
llation.	Furthher,	it	wouldd	be	beneficcial	if	the	id dentifying	coodes	and	correspondinng	

sharee	counts	andd	vote	instructions	com e	vote	tabulation	were	filed	along	wwith	 
vote	results	to	the	Commmission.	Th

m
e	system	c
thout	a	me

prising	th
a
e
annot	have	tthe	transparency	and	the	

accu
v
rracy	that	shhareowners	 deserve	wi c r	ensuring	thhe	vote	has	 
n	cast	as	insttructed,	for	the	correct	 number	of	

c
shares,	an
hanism	fo

d
r
d	counted	inn	the	final	bee

tabu
n
llation.	The	ccurrent	inabb

system,	an
ility	to	connfirm	votingg on	is	the	sin gle	most	

ortant	weakkness	in	the	 dd	fixing	this		flaw	will	r
	informatio

eequire	regullatory	imp
inte
them

o
rrvention.	Noo	matter	in	vvoting	is	moore	importaant	than	the	guarantee	tthat	the	res sults	 
mselves	are	vvalid.	

	
C. Proxyy	Voting	by	I al	Securities	Lenders	 

ds	should	disclose	all	a
Institutiona 

sspects	of	seccurities	lendding	that	afffect	their	innvestors,	succh	as	Fun
the	n
d
number	of	shhares	on	loaan	over	the	record	datee	and	lendinng	fees,	as	wwell	as	the	 
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numb
share
who	
insti

es	that	were
are	monito
ution	that	

es	from	any	
e	voted	for	e 
ring	the	ste 
votes	on	be

e 
each	meetin
wardship	re 
half	of	bene 

ed	voting	o
ng.	This	info 
esponsib

ber	of	share other	miss ppportunitie es	and	the	acctual	numbeer	of	 
ormation	is	 important	tto	investorss	
ilitties	of	fundss.	Further,	wwe	believe	aany	 

tt v h eficiaries	shoould	disclosse	similar	innformation.	
	
To	asssist	funds	aand	other	innvestors	maaking	lendinn s,	issuers	should	file	the
agendas	for	upcooming	meettings	at	leasst	ten	busineess	days	be

g	decisions 
cord	date.	This	

eir	

will	eensure	that	 funds	and	iinvestors	caan	recall	loaans	in	the	int
fore	the	re
terest	of	vo

c
ting.	A	presss	 

ase	or	websiite	announccement	alonne	is	likely	nnot	a	sufficient	method	for	 
eminating	thhis	informatt ubsequent	chhanges	to	t

e
hhe	agenda	sshould	be	

rele
diss
limit

a
e
ed	to	items	for	which	t he	issuer	is

ion.	Any	su
seeking	no‐action	relieef.	

	 
n ure	before	thhe	record	daate	ensures s	that	all	parrticipants	wwill	have	access	Age

to	th
n
e	same	info
da	disclosu

rmation	an d	that	lendiing	transacttions	will	noot	reflect	asyymmetric	 
rmation.	Thii he	probabiliity	that	the	llending	mar be	effectivelly	info

used
r 
for	“empty	voting”.	R

s	lessens	t
e
h
ecalls	in	highh	amounts,	if	they	do	occur,	woul

rket	could	
d
b
d	signal	that

e	
t	the	 

ket	and	inveestors	valuee	the	opporttunity	to	votte,	implyingg	that	agendda	disclosur 
r	to	the	recoord	date	is	vvaluable.	Dissorder	to	thhe	lending	mmarket	fromm	recalls	shoould	

mar
prio
be	li

k
r
mmited	due	too	price	corrrection	in	lennding	fees	uupon	a	channge	in	sharee	supply.	

	
D. Proxyy	Distributioon	Fees	

ket‐determi ned	reimb
Shareown

u
e
ursement	raates	for	proxxy	distributiion	are	prefferable	to	Mar

regu
k
llated	rates.	 e y	on	and	ulttimately	payy	for	the	dis stribution	off	

proxyy	informatioon.	Compet ition	may	a
rs	both	rely

lllow	a	sustaa gher	level	off	quality	witth	
poten er	fees.	Howwever,	attenttion	should	be	paid	to	

ined	or	hig
tthe	ongoingg	quality	of	tthe	

distribution	ser
ntially	lowe

vvices	to	ens ure	that	this	essential	ffunction	conntinues	to	bbe	performeed	
nearlly	flawlesslyy.	

	

	
 

IV. Communnications	annd	Shareowwner	Particcipation	

	

A. Issu
The	

eer	Communic h ers	
ccommunica

c
tion	proces
ations	with

s	should	b
	Shareown 

e 
e
	simplified	and	OBO/NNOBO	eliminated.	Brokeers	

and	bbanks	shoull o	offer	nomiinee	accounnts	or	other privacy	ar
n
rrangements	at	

no	addditional	cost	to	benefi
d	be	able	to

cial	ownerss,	and	the	coosts	of	mainntaining	privvacy	shouldd	be	
no	grreater	than	those	underr	the	OBO/NNOBO	systeem.	The	morr vel	the	
overwwhelming	ccomplexity	iin	the	owne rship	structture,	the	bettter	it	is	fo

e	we	unra 
r
v
r	owners	to	have	

a	cleaar	idea	of	thheir	holdinggs	and	to	enaable	trackinng	or	auditinng	of	their	vvotes.		
	
As	paart nsparent	sysstem,	benefiicial	ownerss	should	recceive	very	clear	voting
instruction	or	p

	of	a	tran
rroxy	cards.	 	the	Commiission	to	ensure	that	anny	changes	tto	 

ng	forms	do	 not	encour 
W
age	more	c
e	caution

o nd	result	in	eeven	lower	participatioon	
m	retail	owneers.	Furtherr,	instead	of	

o
informing	
nfusion	an

oowners	of	hhow	their	v
simply	rem

ootes	will	be	cast	
voti
fro
if	th
m
n

eeir	do	not	innstruct	all	mmatters,	uninnstructed	iteems	should	 main	 
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unco
vote

1 i 
s	at	any	lev

i t 
el	of	vote	pr 

t d
ocessing.		

d	never	defunted. 	Un nstructed	i ems	shoul aault	to	manaagement‐reecommendeed	 
s e r

	
B. ns	to	Facilitaate	Retail	Innvestor	Participation	Mea
The	

n 
CCommissionn	should	sannction	the	aability	of	rettail	shareowwners	to	direect	their	prooxy	
ms	to	third‐party	platforrms,	clarify	tthe	applicattion	of	the	pproxy	solicittation	ruless	to	 
rmediary	paarticipat 	and	encourrage	develoopment	of	thhird‐party	vvoting	platfoorms	

for
inte
that	

m
r
iinclude	ord haree including	a	reasonablee,	per‐ballott	fee	in	the	proxy	inary	s 

ion,
owners	by	

very	fees	paiid	by	the	isssuer.	With	regard	to	owwner‐to‐ownner	communication	t h
p
aat	deli

may	
v
occur	on	thhese	voting	oor	ot atforms,	the	rules	that	rrestrict	elecctronic	

shareeowner	foruums	should	be	drastic
her	pla

aally	shorteneed	or	eliminnated.	
	
The	bbiggest	hinddrances	to	sshareowner	voting	noww	are	paucitty	of	reliablee	informatioon	
outsiide	of	the	prroxy	statemment,	such	ass	from	otherr	owners	an

atforms	fu
nd	instituti 

n
oons,	and	lackk	of	

autom ng	platformss	for	retail	oowners.	Thi ird‐party	pla n uer‐
paid	
m
ballot	fees	
ated	votin

w w	retail	ownners	to	creatte	customizzed	voting	policies,	set	
ded	by	issu

ttheir	
votess	according	

w
to	specific	
ould	allow

ccompany	innformation	wwithin	the	pproxy,	or	maatch	ballots	with	
otherr	types	of	innvestors	succh	as	instituutions	or	infformed	inveestors	with	wwhom	they	

2sharee	sentimentt,	individuallly	or	in	aggregate. 	Succh	an	accou utomated	
syst
adva
eem	could	provide	user

meeting	so
ss	with	a	conffirmation	emmail	of	their	establish

nt‐based	au
eed	selections	in	

nce	of	each	 o	that	ch es	can	be	mmade	prior	too	the	vote	ddeadline	andd	
also	rreaf rm	the	general	se the	innvestor	has	 uuture	instruufi e ttings	 

ang 
	made	for	f ctions.	

	
At	leaast	two	entiities	have	suuch	retail	vooting	platforrms	in	d elopment.	TThere	are	
economies	of	scaale	in	developing	thesee	systems,	annd	competi

eve
tion	for	feess	will	likely	

stokee	innovationn	that	will	ddrive	featurees	and	ease	 of	use	to	atttract	retail	 investors.		TThe	
voti
com
nng	platformss	will	likely	be	offered	iin	conjunctiion	with	exiisting	informmation,	
mmunication	and	other	sservices	offeered	by	entiities	such	ass	ProxyDemmocracy,	Moxxy	

Vote,,	or	Proxy	GGovernance.	 	
	
We	bbelieve	thesee	platforms	are	much	ppreferable	too	a	pre‐marrked	proxy	fform	pairedd	
with	Advance	Vooting	Instruuctions,	whicch	would	limmit	investorr	considerattion	of	the	
uniquue	aspects	aat	each	issueer	for	similaar	types	of	pproposals.	
	
encourage	thhe	Commisssion	to	shorrten	or	fully	eliminate	tthe	electronnic	shareholder	We	

foru
e
mm	rules	to	ppromote	owner‐to‐ownner	communnication	aro und	voting	concerns.	AAs	

issu
conc
eers	will	hopeefully	find	itt	easier	andd

mitting	s
	cheaper	too	communiccate	with	owwners	

erning	proxxy	matters,	oowners	sub haareowner	prroposals	or	director	
nomiinees	on	thee	corporate	proxy	may	 find	themseelves	at	a	siignificant	innformation‐

1 See commments on this RRelease by Jammes McRitchie.
 
2 ProxyDemmocracy.org al ready collects and displays thhe intended vootes from seveeral large pensiion funds and oother
 
organizatioons.
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shariing	disadvanntage.	Electtronic	forumms	could	serrve	to	lessenn	the	severiity	of	this	
impaact.		
	
The	pproxy	form	should	promminently	lisst	investor.ggov	as	a	resoource,	and	aa	general	
ement	on	thee	consequennce	of	not	vvoting	may	bbe	appropriiate,	but	is	ddependent	oon	stat

avail
e
able	space.	Brokers	shoould	also	prrovide	backkground	infoormation	abbout	proxy	
ng	on	their	wwebsites	and	link	to	thee	investor.ggov	site.	We	support	thee	ability	for	voti

inve
n
sstors	to	acceess	proxy	mmaterials	andd	a	proxy	vooting	form	tthrough	theeir	account	ppage	

on	thhe	broker’s	wwebsite.		
	

C. Data‐Tagging	Prroxy‐Relatedd	Materials
The	CCommissionn	should	reqquire	standa PX	formattinng	and	data	tagging	of	
proxyy	informatioon	and	fundd	voting.	This	will	allo

ardized	N‐
w
P
w	governancce	and	owneer‐educatio

focussed	groups	ssuch	as	ourselves	to	m fectively	acccess	and	disstill	the	larg
volumme	of	proxyy	and	N‐PX	ddata,	as	wel e

investmen
	context	annd	concise	innformation	

e	
n	

to	
invesstors	who	are	seeking	tto	make	mo

l	as	provid
o

nitoring	or	

re	cost‐ef
e
f 

tt	decisions.	It	will	have	a	
significant	impact	on	the	quuality	and	brreadth	of	innformation	tthat	reachess	the	averagge	
invesstor.		
	
have	co‐sponnsored	a	repport	for	three	years	onn	executive	ccompensation	voting	We	

prac
h
ttices	amongg	25	large	mmutual	fundss,	along	withh	AFSCME	aand	The	Corrporate	Librrary,	

3and	tthe	data	in	tthe	most	reccent	report was	providded	by	ProxyyDemocracyy. 	We	knoww	the	 
c roxyDemocrracy	faced	inn	trying	to	aassemble	thhis	data,	begginning	withhdiffi

task	
c
of	searchin
ulty	that	Pr

gg	for	and	loccating	each specific	funnd	filing	within	EDGARR,	processingg
	the	
	the	 

X	files	whichh	appear	in	aa	number	off	different	formats,	and
t
d	filtering	thhe	reports	foor	N‐P

simi
X
llar	proposalls,	a	processs	complicateed	by	differring	numberring	and	namming	
entions.	The	proceduree	requires	aa	great	deal	of	manual	iinterfacing,	and	it	is	timme	con

cons
v
uuming	and	mmay	be	pronne	to	error.	We	know	oof	no	other	ppublicly‐avaailable,	in‐ddepth	

reports	on	U.S.	
	ventured	i

mmutual	fundd
s	models	t
	voting,	an

h
dd	only	a	hanndful	of	otheer	for‐profitt	companiess	

have nnto	busines hat	accommoodate	the	innformation	in	the	N‐PXX	
rts.	We	believe	the	inf

owner	valu
oormation	coontained	in	tt rts	can	have	a	dramatic	repo

imp
expa
aact	on	share ue	if	it	is	shaaped	into	usable	form,	

hese	repor
aand	we	are	wwilling	to	

nd	our	efforrts	in	this	arrea	beyond	executive	ccompensatioon	and	beyoond	the	25	ffirms	
coverred,	as	investors	deservve,	if	the	Coommission	ccan	help	maake	this	infoormation	moore	
accesssible	and	leess	costly	too	process.	
	
Curreently,	proxyy	advice	is	tooo	expensivve	for	all	butt	deep‐pockketed	instituutional	
invesstors;	one	reeason	for	thh

on	and	lin
is	is	that	p

k
rroxy	advisorrs	must	invest	considerable	resouurces	

to	exx da	informati k	it	to	databaases	of	direcctor	charactteristics	andd	
proposal	types.	

tract	agend
WWhen	proxyy	statementts	are	providded	in	machhine‐readabble	formats,	the	 

3 The mostt recent reportt can be viewedd at http://wwww.afscme.org//docs/AFSCMEE‐2009‐Report__Compensatioon‐
Complicityy.pdf 
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pric
com
ee	of	collectinng	and	orga nizing	that	data	shouldd	fall,	makinng	possible	nnew	sources	of	 
ppetition	andd	better	servvice	in	the	mmarket	for	pproxy	advicee.	

	 
	 

V. Relationnship	betweeen	Voting	Power	andd	Economicc	Interest	

	

A. Proxyy	Advisory	FFirms	 

e	potential	cconflicts	of	iinterest	exisst	for	some	 advisors,	th sion	should	Sinc
revi
Com
s
e
se	the	rules	 to	reinforcee	transparenncy	and	discclosure	of	c

h
onflicts	of	i
e	Commiss

nnterest.	Thee	 
mmission	shoould	consideer	requiringg	the	advisoory	firms	to	register	as	ii t	

advissors	or	conssider	requirring	filing	off	forms	simiilar	to	Formm	NRSRO	to	describe	
nvestment

confll eir	managemment.	We	arre	not	in	favvor	of	additional	disclossure	
requirements	t

icts	and	th
o
e
o	make	advissors’	executtive	compennsation	moddels	or	otheer	criteria	foor	

decissions	publiccly	availablee.			
	 
The	pperennial	arrgument	thaat	proxy	advvisory	firmss	are	controolling	or	signnificantly	 
influeencing	votinng	without	ooversight	se ntradict	the reality	thatt	the	investoor	or	
instittution	hiring	the	firm	hhas	true	ove

e
rsight.	The
ems	to	con

iir	business	mmodel	depeends	upon	
keeping	clients	hhappy	with	

ecommend
their	servicces,	and	we	find	this	mootivation	too	be	largely	 

sufficcient	in	keepping	their	r aations	in	chheck.	
	
Other	concerns	aabout	the	addvice	of	thee	advisory	fii as	a	one‐sizee‐fits‐all	
approach	are	beetter	addressed	by	the	ppurchasers	 vice	than	reggulatory	acttion.	
It	is	o tanding	thatt	these	firms	work	closely	with	th

rms,	such	
of	such	ad

a
v
eeir	clients	inn	setting	thee	

approach	for	m
our	underst

aaking	recommmendationns	each	yearr.		
	
B.	 Record	Dattes	Dual
To	t
proc
h 
	 
he	extent	thaat	it	is	technnologically	ppossible	andd	does	not	aadd	confusion	to	the	v

attractive 
oote	 

eess,	we	suppport	the	impplementatioon	of	dual	re s.	The	main	 	
featuures	are	a	closer	overla oup	of	voterss	with	inve

ecord	dates
sstors	on	thee	actual	meeeting	

date	and	the	factt	that	share 
p
	recall	fro
	of	the	gr

m
o
m	lending	prrograms	is	uunproblemaatic	in	such	aa	

em.	If	a	duall	record	date	system	is	adopted,	thhe	preferabll rmat	is	the	syst
Dela
e
wware	modell,	where	foccus	is	on	thee	obligation	to	provide	notice	to	o

e	notice	fo 
w
r

e,	
wners	as	of	the	 

c ate.	For	recoord	dates	veery	close	to	the	actual	mmeeting	dat it	is	noti
appr
c
opriate	to	
e	record	d

expect	phy
e
a
expect	that	llate	purchassers	will	seeek	proxy	infformation	oonline	rathe r	

than	 sical	deliverry.	
	
C.	 pty	Voting”	aand	Relatedd	“Decoupling”	Issues	“Em
At	a	

p 
mminimum,	tthere	shouldd	be	disclosuure	of	the	nnet	economii within	filingss	 
ady	requiredd	for	large	hholders,	such	as	in	the	EExchange	Act	Section	

c	interest	w
113(d).		It	is	nnot	alre

poss
a
iible	with	cuurrent	informmation	to	annswer	manyy	of	the	queestions	poseed	in	the	

Releaase;	therefoore,	we	endoorse	a	frameework	of	exttensive	discclosure	so	thhat	prevale nce,	
formmat	and	compplexity	of	deecoupling	isssues	are	deetermined	bbefore	adoppting	any	
speciific	set	of	neeutralizing	rrules.	 
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One	c
mann
deco
mark

	
	 

countervail 
ner	after	the
uple	the	eco 
ket.		 

ing	mechan 
e	voting	age 
onomic	exp 

nism	is	to	en 
enda	is	publ
osure	from	

nsure	that	sh 
lished.	Unfo
the	actual	v 

hares	can	b e	recalled	inn	a	timely	
ortunately,	tthere	are	many	ways	too	 
vote	that	doo	not	involvee	the	lendinng	 

VI. Issues	noot	specificaally	addresssed	in	the	RRelease	 
	
A. Benefficial	Ownerrship	and	Otther	Challennges	for	Sharreholder	Prooposals		
Rule	14a‐8	enabbles	owners	to	present	proposals	for	inclusio

a	governan
nn	in	corporaate	proxy	

ements,	and	these	prop osals	are	immportant	as	 nce	and	engaagement	toool.	stat
We	
prop

e
aare	aware	off	recent	effoorts	by	compp

We	urge	t
anies	to	r 

h
aaise	technica ns	to	such	

osals	underr	state	and	ffederal	law.	 he	Commission	to	be	al
al	objection

eert	to	the	
vari
by	t
form
e
oous	forms	off	this	probleem	and	ensuure	that	shaareowner	rights	are	nott	undermi ed	 
echnical	objeections.	Eveen	large	insttitutions	succh	as	CalPERS4	are	not	immune	t

n
oo	this	 

m	of	proxy	inntimidation. 		
	
Wit
by	w
hh	respect	to	tthe	Releasee,	it	is	particularly	impoortant	for	owwners	to	esttablish	a	meeans	 
which	they	caan	clearly	prove	owne

8.	We	know
rrship,	so	as	nn

one	case	o
ot	to	be	su

f
ubject	to	conntinued	

challenges	undeer	Rule	14a‐ w	of	at	least	 	 y	threatening	
no‐acction	requests	and	lawsuits	to	cha llenge	the	leegality	of	a	 shareowne

a	company
r	proposal	oover	

proof	of	beneficiial	ownershhip.		We	urgee	the	Commmission	to	loook	more	cloosely	at	thiss	 
e	to	ensure	tthat	the	mecchanics	of	vvoting	are	inn	harmony	wwith	the	abiility	of	owneers	issu

to	pr
e
roperly	pressent	the	mattters	for	whhich	a	vote	iss	needed.		

	
B. l”	Proxy	Carrd	Voting	in	Proxy	Conteests	 

u mmission	too	examine	taabulation	issues	that	ha mes	arisen	iin	
“Du
We	
the	c

a 
u
ase	of	prox
rge	the	Com

yy	contests.	AAlthough	thhe	most	receently	dated
a
card	revok
ve	sometim

ees	an	earlierr	
card,,	in	some	cases	companny	managem ade	exceptioon	to	this	annd	allowed	 
shareeowners	to	effectively	ccast	votes	s 

ers	make

m
upporting	
ent	has	ma

ddirectors	froom	both	maanagement	aand	
dissident	proxy	 ee	shareown 	important	dee proxy	contessts,	cards.	Sinc

ange	from	
cisions	in	p

it	is	
cont
oof	concern	tthat	the	rulee

w
s	of	voting	 tion	may	 ccontest	to	 

e mes	change	 ithin	just	
and	tabula
a	few	days	

m
t
of	the	mee

ch
tting	itself.	Shhareownerss	

may	
e
be	disenfra
st,	sometim

nchised	in	ccontests	whhere	the	tabuulation	procedure	is	mmodified	with	
such	little	noticee.	We	urge	tthe	Commis sion	to	exammine	the	eleections	in	wwhich	investtors	
e	able	to	seleect	candidattes	from	bo th	proxy	caards	and	connsider	whetther	additional	wer

rule
e
ss	are	in	ordeer	to	ensuree	fair	and	prroper	electioons.			

	 
	 

4 See CalPEERS letter to thhe Commissionn on this issue aat: http://wwww.calpers‐goveernance.org/doocs‐
sof/markettinitiatives/inittiatives/seccorrp‐fin.pdf
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In	closi
discuss
Corpora

n
e
ng,	we	also	ooffer	our	suppport	for	thhe	commentts	and	areass	of	focus	beeyond	those	 
ed	in	the	Rellease	that	ww d	in	commennts	submitteed	by	the	Innternationall	 
tte	Governannce	Network	(ICGN)	a

ere	offered
nnd	the	Council	of	Instituutional	Inveestors	(CII).

	
Tracy	Stewart,	
Executi
Shareow

vve	Director	 

	
Thank	yoou	for	invitii n

shareowne
t	on	this	exx

rs	and	ens
tensive	re 

u
vview	of	the	pproxy	votin g	system.	WWe	

applaud	your	efforts	to	inform	
ng	commen 

ure	their	vot ght	and	counnted.	
Please	coontact	me	aat	tracy@shaareowners.oorg	or	(850 )656‐1599	

t
if	I	can	be	
es	are	sou

o
g
of	any	assisttance	

in	your	eendeavor.	 
	
Sincerelyy,	
	 

wner	Educattion	Networrk	
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