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Electronic Tools in Shareholder Communication

E-Proxy

Other Forms of and Shareholder Engagement in 
Electronic Communication:

E-Forums and Blogs 
Third Party Message Boards

2



E-Proxy

The Rule and its Purpose
Advantages 
Disadvantages
2008 Proxy Season Analysis
Lessons learned
Points to Consider
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Rule 14a-16 Internet availability of proxy materials
Allows companies to provide electronic proxy materials to 
shareholders via one of two options:

Notice and Access model
Full set delivery

E-Proxy: The Rule and its Purpose

Significant differences in the methods
Full set delivery requires a company to provide shareholders with access to 
the proxy both on the internet as well as by sending hard copies. 
Using the notice only model, shareholders receive proxy materials on 
request only within three days. 
The notice only model requires companies to send the notice to 
shareholders 40 days before the annual shareholders meeting; the full set 
delivery model does not require notice. 
Companies using the notice only model must wait 10 days after sending 
notice to deliver the proxy card, whereas companies using the full set 
delivery model may distribute it with the proxy statement. 
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E-Proxy: The Rule and its Purpose

Intended Purposes of E-proxy Rule

Encourages use of the internet to reduce costs associated with 
printing and mailing proxies.

Makes proxies more accessible to shareholders while 
maintaining issuer flexibility.

Makes securities laws reflective of changes in the market as they 
relate to technological developments.
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E-Proxy: Advantages 

Maximizes shareholder choice while maintaining issuer flexibility
Provides an alternative mechanism for shareholders to review 
proxy materials.

Potentially cost-efficient 
May reduce printing and mailing costs.
Issuers should make their own cost calculations and consider 
factors that would effect prices based on their specific needs.
Last minutes changes to and reprinting of proxy materials 
could effect the projected cost savings.  

Tiered implementation
Allows issuers to provide shareholders with tiered levels of 
information.
Shareholders can then determine how much information they 
want to receive. 
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E-Proxy: Disadvantages

Introduces new costs associated with development of 
electronic materials.

Effects on voter participation are some what unknown.

Raises concerns regarding voter anonymity and use of 
confidential information. 

Under-utilizes current technology. 

May increase shareholder-waged proxy contests.
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E-Proxy: 2008 Proxy Season Analysis

Statistics regarding methods used

Voting activity 

Costs
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E-Proxy: 2008 Proxy Season Analysis

Statistics regarding methods used:

As of 03/31/2008, 283 issuers had used the Notice and Access 
method. (Broadridge Report, March 31st, 2008)

Of the 283 issuers, the largest group of issuers who used the notice 
and access method 35% had between 10,000 and 50,000 
beneficial owners. (Broadridge Report, March 31st, 2008)

Examples of large issuers that used notice and access: Sun 
Microsystems, Nike, Sara Lee Corp, and Microsoft. 

Of the shareholders who received a Notice, about 0.45% requested
full proxy materials. (Broadridge Report, March 31st, 2008)

9



Voting activity:

The average quorum was 87.92% since the use of e-proxy in 
comparison to 91.37% prior to the use of e-proxy. (Broadridge
Report, March 31st, 2008)

In general, issuers using the Notice method had decreased retail
share voting participation.

The number of retail shares voted during 2008, dropped from 31.45% to 
13.31%. (Broadridge Report, March 31st, 2008)

E-Proxy: 2008 Proxy Season Analysis
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E-Proxy: 2008 Proxy Season Analysis

Costs:

Issuers that chose the use of Notice early on, saved $74 million in 
printing and postage costs. (Broadridge Report, March 31st, 2008)

Example: Intel saved $2 million in printing and postage costs, 
“avoiding the generation of approximately 4 million pounds of carbon 
dioxide equivalent and more than 13 million gallons of wastewater”. 
(Intel Press Release, April 8,2008,http://www.intel.com/   
pressroom/archive/releases/20080402corp_a.htm )

Savings were not constant among all companies:
Companies that prepared materials ahead of time and did not 
have to reprint materials, saved money. 
Companies that relied on average price-per-share package 
calculations overestimated their savings because they did not 
fully consider the implications of fixed costs on reprinting. 
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E-Proxy: 2008 Proxy Season Analysis

Why did many companies choose not to try e-proxy during 2008?

Concerned about reaching quorum – 21.6%

Timeframe is too tight to complete proxy materials – 33.3%

Timeframe is too tight because board/board committee meeting dates 
pre-set – 13.7%

Too many shareholders will want paper – 19.6%

Want to see how other companies fare with e-proxy – 74.5%
(InvestorRelationships.com, Spring 2008)
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E-Proxy: Lessons Learned

Some companies decided to resend Notices because of the concern that 
shareholders who were not familiar with the new changes did not pay attention to 
the initial notice. 

Considering web materials as an afterthought lead to poor website design. 

Links to websites did not function properly, leading to shareholder frustration.

Last minute planning and a lack of cost evaluation lead to higher than expected 
printing and delivery costs in some instances. 

Companies failed to consider the intricacies of e-proxy implementation to ensure 
that meeting schedules for directors and officers would match up with proxy 
deadlines.

Companies failed to structure their “Annual Meeting Home Page” effectively, by 
not consolidating all the information pertaining to the candidates and issues in one 
place. 
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E-Proxy: Points to Consider

Generally:
Notice Format:

Shareholder notices should be readable and 
distinguishable from marketing material/trade 
confirmations.
Notices should guide shareholders to a website that is 
easy to access.

Prepare online materials at the same time as printed 
materials. 

Reconsider Time and Responsibility schedules:
Re-evaluate schedules for meetings of management 
and board of directors to approve the proxy materials 
and annual report.
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E-Proxy: Points to Consider

Annual Meeting Home Page:

If possible set up an Annual Meeting Home Page that has a 
prominent link to the Investor Relations webpage.

Consolidate all materials pertaining to the annual meeting on 
the Annual Meeting Home Page in order to simplify 
shareholders, to review of materials. 

Make a clear posting regarding disclosures about nominees.

Consider highlighting endorsements from any proxy advisors.

Companies with “Campaign-like” annual meeting web pages: 
Bayer
BP
Freddie Mac
IBM
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Website format and language:

Develop the proxy with the website and its limitations in mind.

Any website pages should be user-friendly, but structured in a 
manner to discourage shareholders from voting prior to 
reviewing proxy materials.

Avoid fuzzy text, tiny type and finicky drop-down menus. 

Use a simple HTML format and “real” HTML instead of image 
based documents.

Ensure that links work throughout the period the documents 
need to be available.

E-Proxy: Points to Consider
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Example of Investor Relations Page with links to Annual 
Report & Proxy

Clear, working link to 
pdf. documentWorking HTML 

link to the annual 
report and proxy
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Example of Investor Relations Page with links to 
Annual Report and Proxy

Separate 
links to 
each part 
of the 
report

Links to following 
pages
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Other Forums of Electronic Shareholder 
Communication

The Rules  

Variations of Electronic Shareholder Communication

Uses and Advantages

Issues and Guidelines
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Other Forums of Electronic Shareholder 
Communication: The Rules

Amendments to Rule 14a
Removes legal impediments to communication via e-forum:

Rule 14a-17(b): persons establishing, maintaining, or operating forums will not 
be liable under federal securities laws for statements/information on the forum
not made by them.
Rule 14a-2(b)(6): exemption from proxy rules for solicitations in an e-forum by 
a person not seeking proxy authority. 

Exemption is available for solicitations made 
more than 60 days prior to announced date of next shareholder meeting, or
If announcement of meeting is less than 60 days prior to the meeting date, not 
more than two days following the announcement.

Available to both shareholders and management.
Does not foreclose the party relying on the exemption from seeking proxy 
authority at a future time – can be used to “test the waters”.
Does not foreclose reliance on another exemption during the 60 day 
blackout period.
Does not provide an exemption from other provisions of federal securities 
laws, including antifraud rules or Reg FD.
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Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs

General Communication Platform
More focused on finding/explaining a solution to a specific issue.
Example: Shell’s investor relations webpage.

Shell posts 
reports and 
articles to which 
e-forum 
participants can 
pose comments/ 
questions.

Shell personnel respond to 
comments/ questions in webcast 
Q&As.

Shell updates and links to other 
resources based on areas of  
interest to shareholders. 
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Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs

Town Hall
Facilitation of broad information about a company on various 
topics for the benefit of both the company and its shareholders.
Focus on airing opinions.

Online polling platform
Used in addition to consideration of non-binding shareholder 
proposals under 14a-8.
Allows shareholders to present and consider proposals year 
round, rather than at an annual meeting. 
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Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs

Symposium relating to a specific topic
Focus on communicating with shareholders about a specific issue.
Example:  Verizon Forum

Strategies used by officers in making decisions
Description of 
purpose of 
forum

Focused on 
compensation 
of officers
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Providing access 
to information all 
on one page.

Link on the investor 
relations page to 
investor forum.

Example of Investor Relations page with links to e-forums, blogs and 
other company materials

Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs
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Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs

Uses and Advantages:

Allows the company to enhance its image and disperse 
information via targeted communication.

Allows the company to selectively respond/address issues 
as they arise. 

Forums can provide an opportunity for shareholders and 
the company to have dialogue regarding various issues.

Shareholders can use e-forums and blogs to find 
information, share views and communicate with the 
company and other shareholders. 
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Issues pertaining to Securities Laws 
Proxy Solicitation:

In participating in a shareholder forum, the shareholder must be sure not to 
make statements that could amount to a proxy solicitation.

E.g. Since the proxy rules are defined very broadly, any call for support by a 
shareholder to his/her candidate could amount to solicitation of a proxy.

If a forum participant happens to solicit a proxy using the company’s e-
forum, the participant may have to “go dark” and consider whether filing 
requirements are triggered. 

Reg FD:
If the company is making disclosure regarding various strategies and plans, 
it needs to ensure that it is disclosing the information in a manner consistent 
with publicly available information that does not raise issues with respect to 
Reg FD.

E.g. If the forum or investor website has a password for entry, limiting access to 
information on the e-forum/message board which discloses material company plans or 
considerations, there may be a violation of Reg FD. 

Website disclosure, even if on a company-hosted page, does not satisfy 
SEC’s requirements regarding dissemination of information. 

Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs
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Guidelines:

Develop a clear understanding amongst management regarding the 
purpose of setting up the forum.

It is important to inform shareholders about the forums.
Retail investors seem more receptive to searching for blogs than 
institutional investors. 

Provide adequate information about the nature and use of the 
forums.

It is helpful to provide information about the forums by having 
website information on all documentation that is distributed to 
shareholders. 

Discuss with public relations department and other departments that 
send out company reports to determine who is trying to obtain 
information, and on what matters.

Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs
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Other Forums of Electronic Shareholder 
Communication: E-Forums and Blogs

Guidelines:

Develop and use a monitoring mechanism to process what 
shareholders are saying both on the company website and third party 
websites.

Carefully design forums to maintain control of information presented.

Having a safe harbor page before the forum page makes it difficult for 
shareholders to access the website and unlikely that the page will come 
up during a general search. 

Evaluate access and security policies for websites. 

Regularly develop reports of issues raised on the e-forum to investors.

Regularly assess the set up of the company e-forum. 
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Other Forums of Electronic Shareholder 
Communication: Third Party Message Boards

Third Party Message Boards

These are third party sponsored cites to post messages. 

Typically, anyone can access a message board from a website 
after registering with the website host, but the identity of anyone 
posting a message typically remains anonymous. 

Examples of message boards:
Yahoo Finance
Motley Fool
AOL
Silicon Investors
E*Trade
Vault.com
Raging Bull
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Other Forums of Electronic Shareholder 
Communication: Third Party Message Boards

Issues and Guidelines: 

Companies should adopt policies to prohibit employees from 
participating on message boards. 

Securities fraud issues:  possible to make false or misleading 
statements about employer 

Example:  Whole Foods 
CEO engaged in anonymous blogging, also known as 
“sock-puppeting,” on Yahoo! Message boards for 8 years.
Sets a poor example for employees to follow, and 
illustrates fraud & selective disclosure issues that can result 
from blogging, even anonymously.

Companies should adopt a mechanism to monitor discussions on 
message boards. 
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Shareholder Activism

Electronic communication and shareholder proposals:
Online polling forums could provide investors with an opportunity to 
pressure management into addressing issues yet still retain the availability 
of the Rule 14a-8 process.  
Institutional investors now have alternative, and potentially complimentary, 
means for achieving their agendas. 
Companies could use town hall or symposium forums to address 
shareholder 14a-8 proposals.
Electronic communication can be used by shareholder activists to test the 
waters with a solicitation on an e-forum and later switch approach to seek 
proxy authority.
Could become an alternate 14a-8 regime that companies will have to 
respond to year-round, rather than once a year.
E-forums could be used as a means for shareholders to solicit one another 
to form larger groups as necessary to call special meetings or take other 
corporate action.
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Conclusion or Just the Beginning

The full impact and scope of electronic 
communication on the disclosure landscape is 
unknown. 

Possibility that companies become more 
transparent because of electronic communication.

Expect a revolution in how companies 
communicate with shareholders.
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