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OBO/NOBO Working Group
Summary of Meetings and Discussions

Introduction

In the summeand fallof 2019, thestaff of theU.S. Securities and Exchange
CommissionSECor Commissiohencouraged the formation of industry working gretg
discuss and evaluate reforms to the U.S. proxy system. One of these working groups is the
OBO/NOBO Working Group.

The members of the Working Grdupclude the following individuals:

Jim Allen, CFA Institute

Thomas Apostolico, Director of Issuer Solutions, Mediant Communications
Ken Bertsch, Former Executive Director, Council of Institutional Investors
Steve Bochner, Partner, Wilson Sonsini

Cindi Boudreau, Computershare

Marty Burns, Chief Industrpperations Officer, Investment Company Institute
Chuck Callan, Broadridge Financi@blutions

Paul Conn, Computershare

Larry Conover, Vice President, Operations and Services Group, Fidelity Investments
Claire Corney, Computershare

Arthur Crozier,Chairman, Innisfree M&A Incorporated

Karen Danielson, Shareowner Services Manager, The-ColzaCompany
Peter Davidson, Resolute Investment Managers

Beth Dell, FederateHermes, Inc.

Lara Donaldson, Chief Operations Officer, TSX Trust

Dorothy Donohue, Dagily General Counsel, Investment Company Institute
Jim Duffy, Mediant Communications

Mario Esposito, Raymond James

George Gilbert, The Vanguard Group

Bruce Goldfarb, President and Chief Executive Officer, Okapi Partners
Sachin Goyal, J.P. Morgan

ChristopheiGreggs, Raymond James

Billy Hawkins, Dimensional Fund Advisers

Niels Holch, Partner, Holch & Erickson LLP

Joanne KaneSenior DirectorJnvestment Company Institute

David Katz, Partner, Wachtell, Lipton, Rosen & Katz

Patrick Krull, Northern Trust

Joe LaVaa, Pershing LLC

Alexander Lebow, Cd-ounder, Say Technologies

1 Documented through email communications received from the staff of the Division of Corporation Finance, U.S.
Securities and Exchange Commission.



John Lopinto, Client Success Enablement Executive, Mediant Communications

Jean Luther, Mediant Communications

George Magerd)eputyGeneral Counsel, Federatddrmes, Inc.

MichaelMarino, Credit Suisse

Mark Matala, Pershing LLC

Tim McHale, Capital Group

Tom NadarExecutive Vice PresiderdST Fund Solutions

Terri McKinney, Resolute Investment Managers

Paul Mickle, BlackRock

Nino Palermo, Capital Group

Charles (ChippPassfield, Broadridge Financial Solutions

Russell Pixton, Goldman Sachs

ThomasPrice,Managing Director, SIFMA

Brandon Rees, Deputy Director, Corporations and Capital MarketsGABL

Kurt Schacht, CFA Institute

Robert Schifellite, President, Investor Commication Solutions, Broadridge Financial
Solutions

Christopher Scotto, DTCC

Tony Seiffert, Capital Group

Katie Sevcik, Chief Operating Officer, EQ Shareowner Services

Eileen StorzSalino, Eaton Vance

Darla Stuckey, President and Chief Executive OffiSeciety for Corporate Governance

Joseph Swanson, Northern Trust

Paul Torre, President, Governance, Proxy & Ownership Services, AST

Patrick Vergara, Say Technologies

Christina Young, Charles Schwab

Katie Sevcik agreed to serve as Chair of the Workirmu@r Since its first meeting on
December 4, 2013his Group habeld 13 subsequent meetings and call&. number of the later
sessiongnvolved presentations by public company issuers, fund issostisitional investors,
brokerdealersproxy servie providerqtransfer agents, tabulators, proxy solicitors, and others),
and Broadridge

At an earlier session in January 2020, the Working Group members received a
PowerPoint presentation on the Canadian proxy system. A copy of that PowerPoint {omasenta
is provided as an attachment to this rep&eeExhibit #1.

2 After the initial meeting, the Working Group met on January 8 and February 18, 2020. Meetings were duspende
during the initial phase of the COVID9 public health emergency. The Working Group resumed its discussions in
July 2020 with a series of Zoom calls on July 22, September 2, September 23, November 11, December 2, and
December 16, 2020. Calls resume@@21 on January 6, February 3, Mar¢tABril 14, andMay 26 2021.
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What follows is a higHevel description of the current OBO/NOBO framewdidlowed
by a summary of thdiscussions by members of féorking Group This report also contains
severalexhibits provided by Working Group members and referencedsisuinmary

Background and History

Ownership oshares in a public company or an istreent companincludevoting
rights. State corporation law, which regulates most corporate governance matters, provides that
only the shareholder of record of a public company or an investment company has the right to
vote on corporate matters, as SntedheSubstagtiall > o wn
majority of shareholders do not attend shareholder meetings in person, these shanabtelder
by proxy. This proxy process is regulated by @wmnmission

Under current SEC rulepublic and inveshentcompanies can communicate directly
with their registered shareholdérR e gi st ered shareholders appear
ledger or master security holder file. Companies are permitted to disseminate proxy statements
to their registered sharelders directly and these shareholders receive a proxy card for voting
their shares. Registered sharehddeturn their proxy cards back to the official tabulator for
the election, and, if they so choose, can use their legal proxy to attend a shareketiey in
person.

The remaining shareholders hold their shares with a broker or bastkeet namé,
where they are classified as the underlying beneficial owners of the shares and not the
shareholders akcord?

Under the street name systengdktitle and ownership of individuglblic company
shares reside with a depasit institution, such as the Depasig Trust Company (DTC) or the
CanadiarDepository for Securities (CDS) he street name system was established to improve
the efficiencyof securities trading by eliminating the need to transfer paper stock certificates.
Under this system, stock certificates are immobiliaed cancelled, with the corresponding
shares held in electronic form on the books of the issuer registered to a&eahihe
depository created for this purpose. Stock transfers are handled through an electrenic book
entry processn which transferare recordedmong financial intermediaries.

For investors who hold their shares in street name, the proxgss works differently
than the process for registered shareholdBrsblic and investment companies distribute proxy
materials and otherwise communicate with these shareholders through the brokers and banks that

3 For public companies, shares held by registered shareholders comprise absut @dtheir shareholder base and

for investment companies, shares held by registered shareholders ecapprisximately 120% of their
shareholder baseSee, e.g.,infra ot ¢ 4 . In this paper, any references to
companies and investment companies.

4The SEC has estimated thatg0% of all public company shares in the Uditates are in street or nominee

name. Concept Release on the U.S. Proxy System, 75 Fed. Reg. 42,982, at 42,999 (July 22, 2010) (citing Report

and Recommendations of the Proxy Working Group to the New York Stock Exchangd,latilhe 5, 2006).
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hold their shares in nominee forBroker-dealers and banks may utilize a service provider to
facilitate the distribution of various communications and proxy mateaatsto collectoting
instructions. One service provid@roadridgeFinancial Solutions (Broadridgegctsas the

agent ofmost of themore than 1,000rokers and banksansacting in securitieendhandles

much of the work for them iproxy distribution activities and shareholdete processing

Broadridge provides technologies and processing services to itsHdesderand bank clients
onafeefor-s er vi ce basis thr ou gihtheirbroRedealerelienist h ne got
Brokerdealers and banks asatitled toreimbursenent of their reasonable direct and indirect
expenses associated with their obligation®tavérd communication® their customerbased

on a regulateéee schedule developed and approved by the national securities exchanges and the
SECS

Street name shareholderslso called beneficial ownersreceive proxy materials and
voting instruction forms-called VIFs—andreturn voting instructions tBroadridge or another
proxy service providefor each shareholder meeting. A beneficial owner interested in attending
and voting at shareholder meeting in person must secure a legal proxy from the broker or bank
holding his or ler shares Application Program Interfaces (APIs) provide another means for
beneficial owners to attend and vote at virtual meetings when the communications are serviced
by one proxy service provider while the meeting platform is provided by another firm.
Generally, a beneficial owner wantitmattend the shareholder meetingpersorwithout voting
will need to show proof of ownership.

Under SEC rules adoptéathe mid1 9 8 ,(brokers and banks are required to classify
beneficial owners as eith NonObjecting Beneficial Owners (NOBOs) or Objecting Beneficial
Owners (OBOs)which designation igenerally based on indications by investors at the time
they open a brokerage or trading accdunt.

Under this frameworlkpublic companieand registered investment comparaes
currentlypermitted to: (1) obtain a list of NOBOs (wittame, address, and share ampafier
paying aregulatedee and (2)mail certain corporate communications, such as an annual report,
directly to them. Howeer, a list of NOBOs may not be used for the distribution of proxy
materials With respect to OBOsiamesand contact informatiomay not be disclosed to a
company for any purpose whatsoever.

5 A small percentage of broketealers and banks do use other agents for proxy communications and voting services.
5Br o a dr i-foservice mddel s not regulated by the SEC.

”Many companies permit guests to attend their virtual meetings online.

8 The NOBO/OBO classification system was established in 1983, as a part of the shareholder communications
framework recommended by the 1982 SEC Advisory Committee on Shareholder Communi&eigrecilitating
Shareholder Communications Provisions, 48 Fed. Reg. 35,082 (Aug. 3, 1983). Exchange Act-R8(&)(8n

enables an issuer to obtain a list of its NOBOs only, which means that-desders and banks must classify their
beneficial ownersseither objecting beneficial owners (OBOs) or +winjecting beneficial owners (NOBOSs), based

b}

on an investor S decision.
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Public Company Perspectives

The structure of the current proxy presiag system has been in pldcemore than 35
yearsand it has been a source of frustrationgdoblic companieseeking to improve
engagement and direct communications with their beneficial owners.

Corporate issuers would like to be able to have awiogglialogue with their longerm
investors, in part because they have annual shareholder mestthgsport earnings on a
guarterly basis Regulators and other capital market participants are also encouraging more
frequent contact between companies & investors for transparency and corporate
governance purposes.

While the NOBO/OBO system does provide shareholdsimsglified privacy choice,
many retail shareholders do not understand the framework. Individual investors wonder why a
companythehave invested in cannot look them up on
significant portion of a company’s owners are
which they are invested.

Public companies question the policy rationale behindgmtavg issuers from being able
to know who their shareholders are. Instead, corporate issuers should have access to name,
preferredcontact information, and share position &irtheir beneficial owners and should be
permitted to communicate with thenretitly. In fact, certain types of corporate actipssch as
the payment of dividendsequire beneficial ownenformation,and this is typically provided to
the exchange agent from the broker and bank custodian for both OBOs and NOBOs.

Corporate issuers agree that communications veitteficial owners should only be for
purposes involving the corporate or business affairs of a company. Federal privacy regulations
(and perhaps other restrictions and penalties unique to this process) should apply to the use of
beneficial owner informatio received from a broker or bafk.

Public companies also would like the option to choose their own service providers when
distributing proxy materials and disseminating other communications to their shareholders.
Under the current system, comparti@se no choicen selecting a proxy service provigéney
exert little to no control over the services that are actually proyvateitheyhave no ability to
negotiate fees with the service provid&vhile the current system does allow companies to
communicate with all their shareholders through intermedidheg,believehe cost is higher
than it should beAs one example, companies would like to be abketalemail
communications directly ttheir beneficial owners at a minimal cost.

Current SEC regulations permit the disclosure of infor
transactionthataucs t omer requests or author $eeld €CPR. 8248 @), /) “as pe
C.F.R. § 248.14(b)(2), and 17 C.F.R. § 248.15(a)(7)(i). Similar privacy provisions apply to banks.
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Companies are frustrated that they cannot reach their NOBO inviEstprexy purposes
andSEC rules limit the use ofOBO list to annual reports and similar corporate
communication$® NOBO investos have lieady made a choice regarding the disclosure of
personal information for shareholder communications purpds&sthe very least, there is no
reason why companies shouldrestrictedfrom obtaining a list otheir NOBOs,sending them
proxy materials dectly, and letting them vote directlyith the tabulatat? Additionally, there
are NOBOs who have consented to electronic delivery of proxy materials, but an issuer cannot
contact thenby email without the involvement of brokers and bahks.

Public company representatives believe that the process for classifying investors as
OBOs or NOBOs when a brokerage account is opened (or after) is not uniform within the
brokerage industryPublic companies also believe that there should be a periatkovref
NOBO/OBO status, so investors can have an opportunity to reconsider their NOBO/OBO status
over time and not just at account opening.

Both public company and investment company representatives on the Working Group
believe that the SEC or its statiould remind brokerage firms to review their account opening
processes to assure that clients opening new accounts on daguiagd basis are informed
prominently that they may choose to receive regulatory communications directly from issuers
(includingfunds). As a starting poinpublic company and investment company representatives
on theWorking Group prepared the attached document to provide sample language that would
facilitate investor understanding by using a uniform and consistent processattampenings
in the future. SeeExhibit #2.

More investor educatioalsoneeds to be a part of any proxy reform measures, so
shareholders understand their rights and responsibilities when owning shares of public
companies. It is important thavestas make arinformed choice about whether to be a NOBO
or an OBO. And ampaniedelieve thabrokerage industrprocedureshouldensure that
NOBO status is the defauite., only if an investoaffirmatively objects to disclosure of this
informationshould he or she classified as an OBO.

Pubic companiebelieve that investor privacy interests can be protected by developing a
more nuanced view @lommunicationgreferences, instead of the binary decdof NOBO vs.
OBO. Using technology currently available, individual investor preferences regarding the

0 5ee, e.9.17 C.F.R. § 240.443(b)(4) and (c).

11 Currently, the shareholder information disclosed is name, postal address, share amount, and, in some instances,
email address.

12 See, e.g.Letter from Niels Holch, Executive Director, Shareholder Communications Coalition, to Ms. Vanessa
Countryman, Acting SecretarU.S. Securities and Exchange Commission (Apr. 8, 2@iAjlable at
https://www.sec.gov/commentsi®5/47255406665184492.pdf

13Based on SEC rules, a NOBO list provides ngystreet addresses, and the number of shares owned. Email
addresses are not required to be provided under the current regulations. One proxy service provider, Mediant, does
provide known email addresses when a NOBO list is requested.

14 See infrafootnote 41.
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method of contact for corporate communications could be determined and foll&wed.
investor preferences should be collected in a more robust manner. For example, and®BO
wantto be contacted by emaihly and notby telephone. Similarly, an OBO maythorize
limited issuercontact orcertaincorporate developments outside of the proxy process.

Public companies are also weadfbehefiggalowner abi de
information. For example, existing privacy regulations could apply, along with special
regulatoryrestrictions and penalties to prevent any misuse ahtbemation

Reqistered Investment Companyerspectives

Registered investmécompanies, including mutual funds, closadl funds, and
exchange traded funds, or ETFs, may participate in the proxy voting process in their dual roles as
issuers and institutional investors.

Funds as Issuers

Mutual funds and ETF$ave different shareholder communication requirements than
corporate issuersThe SEC requirethesefunds to transmit prospectesand annual and semi
annual reports tehareholders on an ongoing baaisd $iareholder meetings are held
periodically anchot necessarilyn an annual basis.

Mutual funds and ETFs hold periodic shareholder meetings for a number of reasons,
includingto elect directorand to seek shareholder approvalusfd mergers and changes in a
fund’”s i nve s t-negulatoy orgdnizatiens require liske@d dosedd funds to have
annual shareholder meetings. The SEC requires esdunds to transmit shareholder reports
twice annuallyt®

All types of funds experience great difficulty achieving quorumsiareholder
meeting. More than 90% of fund shares are held in retail accounts anchidliengingto
securandividual investorsvotes.'® Unlike operating companies, funds oftenraa have large
blocks of institutional investors upon whom they can depend to vote.

Funds have difficulty even reaching their shareholders. Fund shareholders invest largely
through brokedealers and other intermediaries, and their shares are heldfpdhe omnibus
accounts 1n the 1intermediaries’ names. Furth
funds to contact their beneficial owners. Funds may not contact directly their OBOs and, while

SEC rules govern when a fund may obtain a listsoNI©BOs, these NOBO lists may be

BThis paper uses the term “fund” or -éndfumsiandgenerally i ncl ude
focuses on providing the perspectives of funds as issuers.

16 For additional detail see Investment Company Institute, Analysis of Fungt Beorpaigns: 2022019 (Dec.

2019),available athttps://www.ici.org/pdf/32123a.pdf
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obtained only at a high cost, and lack sufficient identifying information for funds to send
materials to NOBOs directty.

The Investment Company Institud€l), on behalf of the fund industryrges the SEC to
take concete steps to further reform the OBO/NOBO system. The SEC should camsider
possible regulatory solutions that would permit funds to deliver proxy and other regulatory
materias to shareholders, using a vendor of their choosBwoth of these recommeations
would open up service provider competition and lower costs for funds and their sharetfolders.

First, the SEC can make clear that Section 14 rules under the Securities Exchange Act of
1934 permit funds to choose how to deliver fund regulatory ratgend require intermediaries
to provide on request to funds or their selected agentvendor) a data file with only the
shareholder information necessary for delivering these matetiider this solution, vendors
could seek reimbursemefnbm fundsfor reasonable expenses incurred.

Secondthe SEC could allow funds to choose how to deliver fund regulatory materials by
not applying the @O/NOBOdistinction for the purpose of distributing fund regulatory
materials. This would allow funds to select their own vendor, negotiate a competitive price on
behalf of fund shareholders, and then request a data file from the intermediary and provide it to
the fund’s selected vendor.

Funds believe there is a misalignment of incentives in the current system. Brokerage
firms can choose their own service providers, but ncetsgecan. This has resulted in higher
costs to shareholdersn 2018, ICI gatheredata from its members to compare the amount that
funds pay in processing fees for shareholder report delivery per intermbdldrgccount
against the amount per dirdatld account? For directheld accounts, the survey found that half
of reporting funds (or the median funtf)pay Scentsiol e s s per report . I CI "’ s
the differences in processing fees between beneficial and direct accounts are significant. A
beneficial owner pays three times more in processing fees for mailing aadareeport than a
direct account and pays five times more in processing fees for emailing the shareholdét report.

17 Seel etter to Vanessa Countryman, Acting Secretary, Securities and Exchange Commission, from Paul Schott
Stevens, Pdent and CEO, Investment Company Insti{Utene 11, 2019 available at
https://www.ici.org/system/files/attachments/pdf/19_Itr_fundproxy.pdf

8 See, e.gl.etter from Susan Olson, General Counsel, Investment Company Institute, to Brent J. Fields, Secretary,

U.S. Securities and Exchange Commission, regatgifig Request for Comments on the Processing Fees Charged

by Intermediaries for Distributing MaterialSther Than Proxy Materials to Fund Invest@€ct 31, 2018,

available athttps://www.ici.org/pdf/18 ici_processing_fees_ltr.pdf

¥ See id

20 Median represents the midpointof adistr u t i o n . In ICI’s survey, median mea
cents or less to receive a shareholder report and half
of 5 cents included funds that reported zero processing fetfsefodirect accounts. Some fund complexes handle

delivery of fund materials or the creation of mail fileshiouse and do not charge a discrete processing fee to the

funds. If the funds that reported zero processing fees are omitted, the surveyniseditm6.4 cents and is still

well below the rates beneficial accounts pay under the NYSE schedule.

2! Seel_etter from Susan Olsosyprafootnote 18.
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In October2018, Broadridge submitted a comment letter to the SEC that included an
economic analysis by Compass Lexecon. The Conpm&scon analysis found that total unit
costs for delivery to beneficial accounts were lower than total unit costs for delivery to direct
accounts, reflecting the higher rate of suppressed paper reports in beneficial accounts than in
direct accounts.

In a January 2019 comment letter, t6¢ explained that the Compass Lexecon analysis
did not specifically address processing fees as those costs were bundled into the total cost
calculation. By doing so, Compasssinglieeskecon’ s
charged to beneficial accounts as compared to direct accuhtilitionally, the Compass
Lexecon analysis cites the cost to prepare small print jobs as an expense factor. While small
jobs, on average, may cost slightly more than large jahds with small jobs can negotiate
significantly better rates than those referenced in the Compass Lexecon analysis.

In response to the Compass Lexecon analysis, ICI contacted two members to obtain a
guote based on their existing pregotiated contras to prepare a mailing for 150 positions
covering the tasks outlined in®Onememberte 40 of
received a quote for $77.95 and another member received a quote fersg@Bicantly less
than the average $335.92 citedim mp a s s L e x e.cThimprovides anatheryexaimple
of funds’ ability to negotiate a lower rTate w

Finally, a review of information from Comp
accounts serviced by Broadridge are charged less (approximately $0.1218) than would be
assessed under the NYSE processing fee schedule for beneficial accounts with the same
characteristics (approximately $0.1819¢I believes its own survey data and Compass
Lexecon’s analysis unequivocally demonstrate
meaningfully lower the cost of delivering mutual fund shareholder matandisncease the
cost savings achieved by digital delivery (includirdeivery).

As described more fully below, Regulatiof?’S r e st ri cts funds’ wuse o
personal datan a manner that protects the privacy interests of those shareholders

In order b fulfill their regulatory obligations today, fundgncluding transfer agents that
maintain all shareholder recordseceive confidential shareholder informatioe., nonpublic
personal information (NPPI), on shareholders from brolealers and other stributors of their
shares. The funds’ regulatory obligations 1n
Company Act of 1940 Rule 22 and state blue sky laws.

22 Seel_etter to Brent J. Fields, Secretary, U.S. Securities and Exchange Commission, from Shellgwioromnd

Joanne Kane, Investment Company Instit(ian 17, 2019, available at

https://www.ici.org/system/files/attachments/pdf/18 ici_nysefees_lItr.pdf

2 Necessary tasks will vary by print job and whether mailing involves the use of anenvelope e s harehol de
name and address is applied directly onto arselfing piece. Applicable tasks may include programming

shareholder names and addresses into the printer, sealingragilfy piece, inserting a shareholder report into an

envelope, ad sealing the mail package.
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Since 2000, SEC RegulationFShas imposed upon all SEC registranitscluding funds,
fund distributors, fund transfer agents, and bralealers—a duty to protect the confidentiality

ofany NPPItheyreceivé.1t also limits registrants’>-sharin
P permits brokedealers to share shareholder NPPI witlaffiliated third parties, including

fundsas necessary to service the shargholders’
obligations. This means that funasistmaintain the confidentiality of any NPPI they receive
fromabrokeld e al er to protect shareholders’ privacy

NPPI for any purpose other than servicing shareholderascouatn d ful fi 11 ing the
regulatory obligations.

The fund industry takes very seriously its obligation to protect the confidentiality and
integi t y of s har e h oanydyperofthteatNmitiRding cykersacurity threats. ICI
members spend hdreds of millions of dollars annually to maintain, and further strengthen, their
cyber defenses to protect all apablic information, including nopublic shareholder
information.

Intermediaries already share beneficial owner iderditgount registteon details,and
transaction information witfundsthroughvariouselectronic platforms, includinthe National
Securities Clearing CorporatioN$CC Omni/SERV® and Networking services. These
communications platforms provide aestmlinedand costefficient process fointermediaries to
share withfunds underlyindbeneficial owner informatioand create transparency within
omnibus relationships. This is accomplished electronically, in a secure environment facilitated
by theNSCC. The Depository Trusk Clearing Corporation (DTCC) artdle NSCC eaclis
designated as a Systemically Important Financial Market Utility (SIFMU) and must @adhere
strict and comprehensive risk management protocols among other requirements.

Funds as Investors

Preserving the confidentiality of fund trading information is an issue of great importance
to funds because premature or improper disclositigs information can allow another market
participant to front run a £ afthdstogkthatithe thrrdds, a d v
buying or selling. Similarly, it is important for a fund to protect the confidentiality of how it
might vote on a particular issue in advance of casting that vote. Funds believe that the
confidentiality of this informatiorcan be maintained by using a nominee account and therefore
confidentiality is not a valid justification for maintaining the OBO/NOBO system. A nominee
account permits a shareholder to enter 1into a
securities ito the name of the brokelealer.

24 SeeRegulation SP, 17 C.F.R. Part 248.

250Omni/SERYV is a standardized filkased solution through which intermediaries communicate the underlying

beneficial owner information within an omnibus positiontothefind@mu uwal fund’s beneficial
positions, account details, and related transactions). The standardized files are passed from the intermediary to the
fund company through the secure network of the Depository Trust & Clearing Corporation (DTCC).
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Institutional Investor Perspectives

Privacy is an important issue for many institutional invesem)ese investorgenerally
seek takeep their holdings antdading strategies confidential, outside of &BC Forml3F
filings. Some institutional investorsuch as pension funds and other investment managers,
also resistant to being solicited directly by public compaulissjdent shareholders, and their
proxy solicitorsas they prefer to control the communicas they haveoncerninghe
companies in which they are investdtlis estimated that2?6 of institutional investors
currentlyclassify themselves as OBOs for these reasons.

Many institutional investors employ active management strategies for dgjugy e
portfolios. They prefer to maintain their OBO status to protect their proprietary trading
strategies and to prevent freminning of their trades. Under the present system, the
confidentiality of an OBO’s pkerontbénkWwithwhich ol di ng
the OBO investor has a contractual relationship. OBO investors fear that the risk of disclosure of
their proprietary trading information will grow exponentially if their holdings are made available
to companies and dissidents. egample, dissident investors, such as hedge fund activists, have
a legal right to access a company’s NOBO shar

Institutional investors also have concerns about how changes to the OBO/NOBO system
mayimpact proxy voting. Manpeneficial owners delegate proxy voting responsibility to their
asset managers or a proxy advisory firm. These proxy voters typiosdiyheir proxies through
Br o a d rcendrglized voting platforrfProxyEdgé and are genellg opposed tany change
to this voting system or to their OBO stati®&ome nstitutional investorare sensitive to any
changes to the system that would increase their bgster example, fragmenting the process
for proxy voting by institutional inv&ors through competing proxy voting systems

OBO status also provides a measure of proxy voting confidentiality for institutional
investors. While theroxy voting records afutual fundsare disclosed in public SEC filings
these disclosures are madieathe shareholder meeting has concludedaddition, other
registered investment advisers, family offices, padsion plans do nogpically disclose their
voting records?® In the absence of a uniform confidential voting reemeinstitutional
investors may prefer to maintain their OBO status to avoid receiving proxy solicitations urging
them to change their votes. They are also concerned that the elimination of thesta@B0O
may result iradditionaltelephone calls and emails from proxyisitbrs that do not provide
meaningfulnewinformation.

In adiscussion among Working Group members, several institutional invegimessed
concerns with thgeneraldecline inretail investor voting, largely due to the use of the Notice

26 One or morestate pension plans do disclose their holdings periodically, pursuant to specific state laws.
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and Access forméat. These investors were supportiveimprovements to the proxy system that
would facilitate issuer and investoommunications with NOBO®r proxy purpose¢such as
making awilable telephone numbers and email addresses for consenting N@B@s)g as
OBOs can maintain their right tee anonymous.

Concerns were also expressed about maintaining retail investor choice in the electronic
dissemination of shareholder communigas. According to several institutional investorstail
mvestors s houwlnm” bteo acll eec tt rog &Sisqurrentyth@ule fiorc at i o n s
public company communicationsn s t ead of being forced to “opt

Brokerage Industry Perspectives

The Securities Industry and Financial Markets Association (SIFMA) and the brokerage
industry do not necessarily agree with the perspectives and views expressed in other sections of
this Report. Specifically, SIFMA does narae to the inclusion of Exhibi€Sample
NOBO/OBO Disclosure Document) with this Report because the brokerage community did not
participate in the creation of this document nor its applicability to their clients.

Members of SIFMA have had and contirtoéhave a strong interest in ensuring that the
shareholder communications and voting system continues to operate in a reliable, efficient, and
credible manner that serves the interests of their clients. Members also have an interest in
ensuring that impant interests of their clients receive adequate protection, including the
privacy rights of shareholders regarding the confidentiality of their personal information and
trading decision$®

The brokerage community believes the current proxy systeraridng efficiently and
without significant problemslmportantly, the brokerage community believes that to maintain an
efficient and resilient proxy system, an evaluation of the current proxy system should adhere to
the strong principles of continuing émcourage greater retail engagement and participation in a
costeffective manner. Investors value their relationship with their brd&elers and trust them
to protect their privacy rights.

For brokerdealers, the primary issue here is one of respgthieprivacy rightsof
individual and institutional investors. Investors have a strong interest in the protection of their
non-public personal information (NPPI) and in deciding whether their names, addresses, and
share ownership position can be provided to third partrdermation held by brokedealers
and other financial institutions is protected by powerful federal privacy laws, particularly

2" These concerns were expressed with respect to public companies. Registered investment companies rely
significantly less frequently on notice and access ftvelsy of proxy materials as compared to public companies.
28 SeeSIFMA Proxy Working GroupReport on the Shareholder Communications Process with Street Name
Holders, and the NOB@BO Mechanisn@June 10, 2010gvailable athttps://www.sifma.org/wp
content/uploads/2017/05/repdry-the-sifmaproxy-working-group-on-the-shareholdecommunicationgrocess
with-streethameholdersandnobcobo-mechanism.pdf
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Regulation SP and the Gramm Leach Bliley Act (GLBA), and these protections do not extend to
nonfinancial issuers.

Not all investors want to share their identity and contact information outside of their
brokerage relationships, and the brokerage community believes that their ranks are likely only
growing. The general societal interest in privacy and data security has expamifezhsily
s i1 nce t-haadtdda@yss@ tomnmon topic of frgohge news, and a consistent focus of
Congress and regulatory agencies, including the SEC. Financial privacy is one of the most
critical elements, and it plays also into collateral concabasit cybersecurity and identity theft.
It therefore comes as no surprise that the privacy interest of retail investors in their names,
addresses, and trading histories has signific

It is the experience of brokeleales that clients who are contacted by issuers or their
solicitors are more likely to switch to OBO status. Additiondty, majority ofinstitutional
investors strongly value their privacy, as is evident with the high percentage of OBO status
(approximate}l 75%)within this population, antheseinstitutional investors do not watd see
changes for retail shareholders to impact their ability to remain an OBO. The brokerage
community does not believe that there should be any changes to existing rulesnto e
availability of their personal information without first surveying retail investors.

Brokerdealersalso believe innvestor choicgi.e., that the decision about what personal
information should be shared with public companies should be left up to each investor.
Accordingto SIFMA, the NOBO classificatiors the defaultlassificationand an investor
should be classified as an ORQly after making an affirmative objection to any information
sharing?®

Brokerdealers agree that the disclosure and use of client personally identifiable
information should continue to be based on an
have chosethat classification for good reason. The average share position attributed to
individual OBOs is significantly higher than those held by individual NO&O&.shareholder
who holds a more sizable positioa@ntadtedbyaam i s s ue
issuer or its soliciter-absent the privacy protections permitted under current rules. OBO
shareholders wish to control when they engage with issuers on matters of importance to them
and want to avoid regated contact on matters that maylm@bf interest. For example, when
frequent contacts are made with NOBO investors to solicit their vote during a proxy contest,
brokerdealers have observed that these investors often switch their status to OBO.

A third issue expressed by brok#dgaleranvolves concernthat some participants have a
misunderstanding aborgquirements of the OBO/NOBQO classificatiamd dispute such data
and the default statu#\s previously noted, broketealers are required to categorize clients as

21d. at 4.
30 Based on information Broadridge provided to SIFMA and shared with the Working Group.
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NOBOs by default, nless they have affirmatively asked to be OBOE&urrent industry data
indicates that the substantial majority of retail investors (76%) are classified as NOBOs and the
substantial majority of institutional investors (72%) are classified as OBOs. gthéekhel of

retail NOBO accounts can likely be attributed to the default standard.

SEC rules promulgated in 1983 permit breklealers to ascertain the preferences of their
customers without paperwork and in a flexible manner that reflects the relgtitvesivieen
brokerdealers and theircustomels.n t he SEC’ s adopting release t
established a neabjection standard that requires each customer of a bdeleder to
affirmatively object to the disclosure of his or her name andesddrHowever, banks were
subject to stricter privacy laws that required a customer to affirmatively consent to having his or
herinformation released. Updated legislation and rules allowed the SEC to change the
affirmative consent requirement going fornador new bank customers, making NOBO the
default designation for both bank and brekealer clients.

Generally, lbookerdealers do not support disclosure of additional information, such as
telephone numbers and email addresses, or more complex peceferanagement. Telephone
numbers are not always public and email consent requirements are often specific to the entity
collecting the data. Broketealer clients guard their privacy rights regarding sharing email
addresses to avoid spam and other uciseti communicationsTh e vast maj ority o
existing consents to their brokers for use of email addresses apply to communications that
brokers control or forward on behalf of issuers, and do not allow for the sharing of such email
addresses with®parties. In addition, requiring brokedealers to manage enhanced preferences,
such as specific reasons for disclosure of certain information, is not a core function and would
require significant and expensive costs for technogyancements. Any modifications to the
current system should not compromise the secu
confidential information, such as its information on client affiliations.

Several Working Group members highlighted the faat, tim the modern era of
communications, customers of almost every business are being asked for a wide range of
preferences, such as how a company can stay in contact and for what purpose. The issue of
preferences has become more compledrefinedsincethe NOBO/OBO classification system
was established. If brokeiealers are to be responsible for ascertaining preferences outside of
the NOBO/OBO framework, then costs will need to be accounted for and determinations made
about who will pay for it.

Broker-dealersareconcernedbout liabilityexposuref sensitive information is
exchanged with a third party and a data breach occurs. Concerns were also expressed about the
use of data by issuers outside of the proxy process and whether existing privietyores)
would apply. Brokerdealers do not believe their customers want them to freely share their
personal and nonpublic data outside of their brokerage relationshipsfinidnaial public

31 Seeinfra footnote4 1.
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issuers are not “financi @®itherieagnizednar tegulatedsby a n d
the GLBA (nor generally by any other privacy
Nor is the categorical sharing of such information with thousands of issuers and their agents
consistent with the design dfe GLBA, nor is it contemplated by existing exceptions.

A fourth concern expressed by brokagaleranvolvescommunicatios and use of
information Brokers are adamant about servicing the communication needs of their clients to
ensure efficiency, rability, and credibility. Brokers provide a consistent and secure platform
for communication from trusted partners and some brokers offer to their customers the
convenience of receiving information and voting their proxies through brokerage websites.
brokerage community has also made significant investments in technologies for electronic
communications to our-facsoilintdesignsl Edrngr dmy
communications, interactive statements, notifications through apps, brokkeoxesil etc.
Brokerdealers, along with other industry participants, are committed to investments to drive
further innovation in communications technologies and cost savings on paper and postage to
issuers, funds, and shareholders.

In the Working Group dicussion on this topic, several brokleralers expressedeir
view that if NOBO lists are to be provided more broadly, they should be used for proxy purposes
only and not for collecting information on brokerage customBrekers are opposed to a model
Where 1ssuers would use NOBO lists to send brc

Broadridge has indicated that the vast majority of current NOBO list recarestst
used for communication purposes, but more likely by issuers and agents to mondmstomn
Broadridge also provides a service that segments the NOBO list for issuers. It can create subsets
for targetingoothNOBO and OBO investors in a cesffective manner, to encourage them to
vote their proxies.

Brokerdealers believe that the pgogystem works well todaypased on the absence of
complaints from their client account holders to the SEC, FINRA, or the brokers themselves.
They note thapublic companies can communicate efficiently and securely with all their
shareholders, includindgp¢ir street name investors. Any approach that provides issuers with the
primary role of maintaining beneficial owner accounts would undermine the system of street
name ownership necessary for the efficient and reliable functioning of our securitiessmarket
The current infrastructure sends emails on the same day, or within 24 hoursysindl phail
generally within 2 business days. Proxy materials sent by mail has declined to 19% as of 2020
as a result of technologies for householdindelvery, andnanaged account consolidatitn.

32 See Broadridge 2020 Pro8eason Key Statistiend Performance Rating
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Further, interims sent by mail have declined 722 Such mechanism are saving issuers and
funds over $1.8 billion annually on printing and postige.

Additionally, more brokedealers are finding that their customers like the convenience of
voting proxies through a brokerage website. As a trusted partdevith a consistent format
and approach to receiving regulated communications and proxy materials, SIFMA members
believe this increases engagement and has resulted in an increase in voting results for the issuer
community. The current system allowsissuer to reach all its investors, whether they are
classified as NOBOs or OBOs in a consistent format.

Finally, a fifth topic expressed by brokéealers involvegducation Brokerdealers are
supportive of efforts to continue educatsitareholders and all market participants. They also
believe that the industry will be able to continue to save esstsciated with communications
and create a more transparent market. Significant cost savings have been realized over the years
by increaing the number of investors who decide to convert to receiving these materials
electronically andanaccesshem througttheir broker platforms. Continued investment in
technology and other mechanisms for shareholder engagement will continue to cetisice ¢
Much if not most of the cost of delivering required communications to shareholders results from
behindthe-scenes activities such as the technology and operations that support beneficial
ownership.

Education needs to be a part of any proxy reforeasure, so that brokdealers are
given the opportunity to operate in a fair and transparent market and investors are given an
informed choice about whether to be a NOBO or an OBO. However, SIFMA members believe
most investors understand the implicai@f the NOBO/OBO decision and are educated about
their choice to share their personal information. While SIFMA members support continual
education, they do not support a periodic review of the NOBO/OBO consent with customers.
Investor choicesn privagy are not made in a vacuum and existing rules and practices allow
investors to change their preference at any point.

A re-examinatiorof the current system should be implemented with a view to preserving
the levels of security, reliability, and efficienofthe systemand also clearly hear the voice of
the actual shareholder.

To supplement the presentation by bre#tealers on these topics, SIFMA provided the
Working Group with a letter, datdeebruary3, 2021, containing additional comments. This
letter isprovided at the end of thigpat. SeeExhibit #3.

33 Based on information Broadridge provided to the Working Group and on file with the S&Cetter from
Charles V. Callan, SVP Regulatory Affairs, Broadridge, to Vanessa Countryman, Secretary, U.S. Sendritie
Exchange Commission, at {Ban 4, 2021, available a https://www.sec.gov/comments/§B-20/s709268204380

227517.pdf
34 See id
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Proxy Service Provider Perspective®

Privacy concerns should be balanced with the corporate governance needs of public
companies and funds. The current proxy process is not as effedtiveeads to be And there
are questions why SEC policies are preventing an issuer from knowing who their shareholders
are and being able to communicate with them, along with reasonable investor privacy
protections.

Corporate actions are executed eactliigaday(e.g, dividendsyandcurrenttechnology
allows all service providers to work more productively and in a moreeffesttive manner than
in the past.

Several proxy service providers believe tiet most pragmatic path forward is to work
within the NOBO/OBO system and allow issuers, as a first step, to have the alsétydtproxy
materials angommunicate directly with NOBOs in an efficient and esfé¢ctive manner. The
issue of whether the NBID/OBO classification system should exist at all should be an agenda
item for the LongTerm Proxy Reform Working Group.

A number of proxy service providesdservedhat the current NOBO list is inadequate
for use by issuers its current form The list does not include all shareholders, as OBOs are
excluded. Additionally, the list does not contain enough information about how to contact
individual shareholders. For example, the NOBO list often does not contain email adoiresses
telephone numbefsr shareholder

One proposal offerebly a service providewould require a full shareholder list to be
provided to issuers, upon requesthe list would only disclose share positi@ajacento each
brokerd ¢ a 1 e r ’Each imvestoe would oversee his or her preferences and could decide how
much contact information is discloseHorexistingNOB O account s, the share
address, telephone number, email address, and share pesitithbe disclosedExisting OBO
accounts would share nothing more than the share position and-brekerl e r > s fir m nan
all personal information would remain private. The new enhanced version ¢iNOEBD data
would now be provided at the prefererndehe shareholder, and he or she would indicate a
choice to independently share each or any of the following personal information: (1) his or her
name, (2) address, (3) phone number (mobile and/or landline), and (4) email address, each being
a separateata sharing option.

35 The perspectives in this sectiorfleet the views of transfer agents, tabulators, proxy solicitorsptratservice

providers to issueris this Working Group The views in this section do not reflect the views of Broadridge.
Broadridge’s views are presented in the next section.
36 Currently, one of thebroket e a1 er agents, Mediant, provides known e ma
position is that this makes -sitarlNOBO hasdectaredithattiegwishtober ¢ a s i n
communicated with electroradly, issuers should be able to accommodate them. The other-dleder agent,
Broadridge, does not disclose known email adealeresses 1in
clients is that this information has not been authorized bB®I©to be provided to an issuer.
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The NOBO list should also be shared in electronic form with issuers. A secure portal
should be developed for access to the list. This process could mirror how omnibus proxy reports
are provided to issuers through the Depositorysf@ompanyi.e., through an exchange of
information involving parties that haveen preauthorized and verified.

Another proxy service provider observed that the NOBO/OBO system is not likely to be
repealed in the next several years, largely becansener of institutional investors want to
retain their anonymitand OBO statufor various purposes. However, if public companies are
able to distribute proxy materials to their shareholders who are NOBOs, it would permit more
competition among proxy sdce providers’’

This provider also noted that his company believes that each party gaining a benefit in the
proxy system should pay for it. Thus, issuers should pay to obtain the NOBO list and distribute
proxy materials to these beneficial ownerskelwise, institutional investors and broldgalers
should pay for the costsincluding proxy distribution expensesf maintaininganonymity in
the street name system.

It was also noted during this presentation that global trends are moving towards more
transparency in shareholder identity and holditfg&or example, the September 2020
implementation of the Shareholder Rights Directive Il in Europe has provideddetporated
issuers enhanced rights to require disclosure of their beneficial owners.

Broadridge Perspectives

Over several Working Group sessioBspadridge officials presentathtaon the current
NOBO/OBO framework Highlightsof their presentationsere as follows:

e Broadridgeprocesses 5,000,000 requests annually for NOBO lists. Based on the
indicationspublic companiesake when they request a list, 76% of tbeentlists
wereused for information purposes andtfor mailing purposesPublic companies
and their agents pycally use NOBO lists for monitoring ownership. Many of the
lists are requested on a monthly or quarterly basis to gain insight into who is buying
or selling sharesln contrast, ilen a fund company requests a NOBO list it is
typically in conjunction wth a shareholder meetin@roadridge makes NOBO lists
available Q) electronically through ICSOnline, its secure portal for issuers, solicitors,

37 See, e.g Letter from Paul Conn, President, Global Capital Markets, Computershare Limited, to Ms. Vanessa
Countryman, Acting Secretary, Securities and Exchange Commission (Apr. 12, &@iRhle at
https://www.sec.gov/icommentsi25/47255356425184067.pdf

38 For a review of transparency rules, shareholder communications, and proxy processes in 14 international markets,
see Computershare, Traagsency of Share Ownership, Shareholder Communications and Voting in Capital Markets
(March 2015),available at
https://www.computershare.com/News/TransparencyofShareOwnershipShareholderCommunicationsandVotinginglo
balcapitalmarkets_12032014_GCM.pdf
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banks, and broker$2) in a PDF sent by email; or (3) in paper foasia convenience
to the entities that remst it by mail

e Issuersfund companies, and other solicitipgrsons can send communications to
beneficial shareholders without requesting a NOBO list. In 2020, there were 1,929
distribution events (proxypirtesifi gommulmationsto i s s ue r
some or all shareholders. They can communicate with subsets of shareholders based
on, for example, a range of shares owned, voting frequency, zip codes, and delivery
preferences, among other variables.

e Issuers and fund companies can commuaiefficiently to shareholders regardless of
their classification as NOBOs and OBOs. In most cases, issuers can reach 80% of
their shares by communicating with fewer than 20% of their sharehdfdexs.
example, for an issuer with 100,000 shareholdbesattin cost to reach the 20,000
shareholders holding 80% of the shares would be $3°800yital communications
are sent within 24 hours, and many on a sdmebasis.

Broadridge also provided the d&eusdionofg Gr oup
processing fees and the cost of communications to dieddtand street accounts.

e In 2018,Broadridge commissioned Compass Lexecon to an#iyreomparative
costs of communications for direlseld accounts and accounts held in street name
The study looked at the total uni,t costs
including paper, postage, and fe€ompass Lexecon concluded tha unit cost for
directheld accounts was at le@&%greater than it was for accounts held
beneficidly in street namelncreases in digital delivery since 2018 have further
reduced the unit cost of communicatiwith accountdeldin street name.

e Broadridge noted that 4,160 of threitualf und company “jobs” it p
behalf of bank and broketealer clients (or 44% of all jobs processed in 2018) were
for smaller funds with fewer than 5,000 accounts each. On average, these funds paid
total fees of just $25for sending shareholder reports

e Broadridge noted that the regulated fees for commupitativith accounts held in
street name are known and fully disclosed. By contmasggulated fees for smaller
jobs can includeninimums, job setip fees, material insertion fees, inventory
management fees, expediting fees, and other charges that salbgtiactease the
processing fees paid by snalfundsin communicating to diredteld accounts

391t was noted by Broadridge that virtually all of the largest shareholders, typically institutional isyesteive
communications digitally.

40The breakdown of this $5,800 estimatas follows: 18,000 digital deliveries at $0.25 eack4,500 2,000
mailed deliveries at $0.15 east$30Q and $1,000 for paper and postafge the2,000 mailedeliveries at $0.50
each).
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e A 2018 survey by ICI indicated an average processing fee of $0.11 forluidct
accounts (although the survey fdothatused on
25% of survey respondents werehiouse transfer agents that do not charge their
funds processing feesthese respondents reported paying $0 in processing fees.

When this set of responses is eliminated, the average processing fee paid for direct
held accounts appears to be closer to $0.15.

o ICI”s survey omitted cost data for job
way of perspective, Broadridge processed a total of 915 jobs in 2018 with less
than 100 shareholders each. This segment compriseakapptely 10% of
all mutual fund jobs thaBroadridgeprocessed for funds held in street name.
In compari sgizefitstad lt"hematanrme of the NYSE
brokerdealers, these funds would have incurred substantially higher fees in an
unregulatedenvironment.

e Shareholder Report8Broadridge provided an update on the cost savings resulting
from its investments in technology and processing,\aitiol on behalf gbanks,
brokerdealers, fund companies, and corporate issuers. In 2020, 73% of the
shareholder reports and annual prospectuses that Broadridge processed were digital
for investors holding funds in street name (inclusive of householdideljvery, and
account consolidations). By contrast, the proportiodigftal communications is less
than half that for shares held directly, based @018 survey by the Investment
Company Institute.

o Broadridge estimated that fund companies saved over $605 mill20OR0 on
paper and postage for shareholder reports and annual prospectuses. Th
estimate is net of preference management fees authorized in the NYSE fee
schedule.

o Broadridge estimated that fund companies will save over $115 million on
paper and postage 2021 from their reliance on SEC Rule 3®&r sending
shareholder reports to accounts held in street name. This savings estimate is
net of the incremental fee for Notice & Access delivery authorized in the
NYSE fee schedule.

e Proxies Issuers and fund companies are realizing significant and growing annual
savings on printing and mailing costs, net of fees. In the 2020 proxy season, 81% of
the proxy positions that Broadridge processed were digital.

Broadridge also provided a briefing Working Group members on the workings of the
Canadian proxy process:
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National Instrument 5401 was adopted in 200&ith a goal of having equal
treatment for beneficial and registered shareholdé&he first phase permitted
issuers to have access tORO lists for norproxy purposes. The second stage
was implemented in 2004 artcpermitted issuers to use NOBO lists to solicit
proxy votes.

NI 54-101 unintentionallyresulted ira bifurcatedsystem thais complex and
inefficient.

Broadridge notedeveral Canadian market trends:

o In 2020,after 16 years underdtionallnstrumen64-101,only 7% of
beneficialshareholders were sent proxy voting fofloysransfer agents

o The Canadian systemdsferent from theproxy system in the U.S.
Quorum reguiements are generally low atitky areoften set by company
by-laws.

Several lessons learned from the Canadian sybtsad on commenky
Broadridge:

o Broadridge has made significaethnologyinvestments in Canada to
increase efficiency.

o Broadridgerecently rolled out a service for electronic communications
in contested solicitations

o Over the years, maryanadian investors have changed their
classificationfrom NOBO to OBO
= In 2002, 80% of beneficial owners were NOBOs and only 20%
of beneficial owners were OBOs.
= More recently, only 44% of beneficial owners are NOBOs and
56% of beneficial owners are OBOs.
o Broadridge indicatedthah der Canada’s privacy 1a
Policy 12201, the use of email addresses by any entity (inajuloyn
Broadridge) requires investor consent.

o Broadridge indicated that there are mechanisms to capture and utilize
consents, including through ProxyVote.com (its electronic
communication and voting platform) and InvestorDelivery.com.

When Broadridge prosses a proxy distribution, it runs the records
through its proprietary databases to evidence valid consents to
electronic delivery, and thensends the proxy informatiaigitally.
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o Broadridge indicated that the fees for processing communications to
bendicial shareholders are public. When an issuer purchases a NOBO
list to mail to NOBO investors, they pay a fee of $0.16 for every
beneficial account at “early search
“record date search.?”

o Broadridge noted thathen Bioadridge performs a proxy distribution,
there is a comprehensive fee of $1 per beneficial account for data
aggregation, distribution, and vote tabulation. Canadian regulators set
the $1 fee in 1987 and it has not changed since then.

e National Instrument4101is silent on wh@ays for communication$o
OBOs. When issuers do not pay for delivery to OBOs, they must disclose it
in their Information CircularHowever, most Canadian issuers elect to pay
for OBO mailing costs.

Areas of Common Agreement

Working Group members are in agreement on two broad concepitsvg&jors should
be educatedbout theNOBO/OBOclassification systemand the importance of voting at
shareholder meetings; and {@yestors should be able to choose whetherot they wantheir
contact information disclosed to thempanies in which they are invested

Areas of agreemeatsoinclude the following:

e All Working Group participants agree that retail invessirsuldbe educated
about howtheirname and contact informationay beshared with an issuer for
any investor choosingr defaulting taNOBO status.Additionally, there was
agreement that NOBO status should continue ta herobjection standard and
the defaulfor classification purposesas required bthe SECH

e All Working Group members recognize that there are other important areas of the
proxy system requiring reform, outside of the current OBO/NOBO framework
that the LongTerm Proxy Working Group should undertake. For exampleypro
campaigns pose unigeballenges for registered funds, based on their largely
retail shareholder bases and the relatively low proxy participation rates of retail

41 See, e.g Facilitating Shareholder Communications Provisions, 45 Fed. Reg. 35,082, at 35,085 (Aug. 3, 1983)
(“The Commi s s i o nobjéction stamdird fortdisadosuee ofithe heneficial owner information. The
Commisson believes that such a standard best facilitates shareholder communications by encouraging the greatest
participation of shareholders whose securities are held in nominee name. At the same time, the Commission
believes that privacy concerns are adeduatedressed by giving beneficial owners an opportunity to object to
disclosure. ”).
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shareholders. Compounding the difficulties for fund proxy campaigns are
Investment Companict and rule provisions that require funds to obtain a

guorum of greater than 50 percent to approve certain specified items, including
changes to fundamental investment policies, investment advisory and distribution
agreements, and mergers of affiliatedds. Proposals to merge affiliated funds

may produce cost savings for the affected shareholders, yet this high minimum
guorum requirement increases the costs of related proxy campaigns, and, in some
cases, causes fund sponsors and boards to avoid tbpsegd mergers

altogether? SEC action on these recommendations would significantly reduce

the costs of fund proxy campaigns and improve their overall efficiency.

e The brokerage communitpublic companyand fund industryepresentatives
agree thaelectronic delivery of proxy and other materials should be made the
default means of communicating with investors, subject to appropriate investor
protections, including allowing i.nvesto
Making electronic deliveryhe default option for investor materials offers
flexibility that will enhance the effectiveness of investor communications, will
reduce the environmental impact of discarded paper mailings, and potentially will
reduce costs for all parties. Working Gpoparticipants acknowledge that further
consideration may need to be given to the potential implications of default
electronic delivery under the &IGN Act of 2000.

e Finally, Working Group members agree that there should be more, not less,
voting by retd investors in the proxy procesS&imilarly, the SEC and/or the
Long-Term Proxy Working Group should evaluate propo#as could lead to
greater retail shareholder engagement and participation in shareholder meetings.

Conclusion

The OBO/NOBO Workingsr oup submits this report for t
consideration. We have reached agreement on several areas of great importance to the key
participants in the proxy process. There is consensus on the need to further educate investors
about the NOBO/OBO c#sification system. The Working Group is aligned, in principle, on the
need to improve retail voting participation.

421Cl has offered several proxy recommendations to the SEC to address thespéduifid challengesSee

Analysis of Fund Proxy Campaigns: 202219 (Deember2019),supra note B; and Letter from Paul Schott

Stevens, President and CE@yéstmentCompanylnstitute to Ms. Vanessa Countryman, Acting Secretary,

Securities and Exchange Commissfdune 11, 2019 available athttps://www.ici.org/pdf/19 Itr_fundproxy.pdf

In addition, the SEC should consider working with the New York Stock Exchange to clarify that NYSE Rule 452
allows brokers to submit uninstructed shaies, foroker norvotes) for quorum purpos@s connection with any

registered fund proxy campaign (such as a fund merger or liquidation that requires shareholder approval) that is not
a contested proxy vote.
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On other areas, despite multiple attempts oymoaacted periodwe regret to report that
we could not achieve consensursOBO/NOBO rdorms

As a result of these different points of view, we, therefore, praséms report the
various perspectives of the key participants in the proxy process and urge the Commission to use
this report as iconducts its owmevaludion of the OBO/NOBO classification system.

Attachments: Exhibits #1, #2, and #3
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Report of the OBO/NOBO Working Group

Exhibit #1



NOBO / OBO PROCESSES IN CANADA

Lara Donaldson
Director, Reqgulatory and Industry Affairs

Computershare Canada




Agenda

> Background of Canadian regulations
> NI 54-101 — Purpose and Fundamental Principles
»  Implementation of NI 54-101 and transition for Intermediaries
» NI 54-101 - Current processes
- New accounts and Intermediary obligations
- Search process
- Delivery of NOBO list, allocation of voting rights, and voting process
> Learning Opportunities
- Cost and timing of data
- Reconciliation of NOBO accounts

- Electronic delivery consent
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Background
National Policy Statement 41

> NPS 41 - Approved in 1987; effective March 1, 1988

Set out framework for communications with beneficial shareholders

» Based on recommendations set out in Report of the Joint Regulatory Task
Force on Shareholder Communication dated July, 1987

Ensure non-registered holders have the same access to corporate information
and voting rights as registered shareholders;

Ensure that the obligations of each participant in the communications chain are
equitable and clearly defined; and

Ensure that regulation and procedure is uniform nationwide.
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Background
National Instrument 54-101

» National Instrument 54-101 — Communication with Beneficial Owners of
Securities of a Reporting Issuer

- Replaced NPS41

- First published for comment February 27, 1998

- Revised versions published for comment July 17, 1998 and September 1, 2000
- Published June 14, 2002; came into force July 1, 2002

- Transitional period ~ NOBO lists were not required to be furnished before
September 1, 2002. Issuers could not mail directly to NOBO holders until
September 1, 2004.

- Amendments February 9, 2005; January 1, 2011; February 11, 2013.
- Includes Companion Policy — NI 54-101CP.
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National Instrument 54-101
Purpose

“Establishes an obligation on reporting issuers to send proxy-related materials
to the beneficial owners of its securities who are not registered holders of its
securities, provides a procedure for the sending of proxy-related materials and
other securityholder materials to beneficial owners and imposes obligations on
various parties in the securityholder communication process.”
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National Instrument 54-101
Fundamental Principles

»  All securityholders of a reporting issuer, whether registered holders or beneficial
owners, should have the opportunity to be treated alike as far as is practicable;

»  Efficiency should be encouraged; and

»  The obligations of each party in the securityholder communication process should
be equitable and clearly defined. 2
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National Instrument 54-101
Implementation and Transition - Intermediaries

» Intermediaries could either:

- Seek new instructions from account holders, or

- Rely on instructions previously provided under NPS41
»  Account holder could amend coding at any time.

»  Coding applied to all securities held in the account.
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National Instrument 54-101
New Accounts and Intermediary Obligations

» NI 54-101 F1 — Explanation to Clients and Client Response Form

» Sets out requirements for intermediaries opening new accounts, and client
options:

- NOBO / OBO
- Material Type — A (All Material), S (Special Meetings only), D (Decline all material)
- Language preference — English / French

- Electronic Delivery consent
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