
 
        January 12, 2016 
 
 
McDara P. Folan, III 
Reynolds American Inc. 
folanm@rjrt.com 
 
Re: Reynolds American Inc. 
 Incoming letter dated December 23, 2015 
 
Dear Mr. Folan: 
 
 This is in response to your letter dated December 23, 2015 concerning the 
shareholder proposal submitted to RAI by Jonathan Kalodimos.  We also have received a 
letter from the proponent dated January 3, 2016.  Copies of all of the correspondence on 
which this response is based will be made available on our website at 
http://www.sec.gov/divisions/corpfin/cf-noaction/14a-8.shtml.  For your reference, a 
brief discussion of the Division’s informal procedures regarding shareholder proposals is 
also available at the same website address. 
 
        Sincerely, 
 
        Matt S. McNair 
        Senior Special Counsel 
 
Enclosure 
 
cc:   Jonathan Kalodimos 
 
 
  

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



 

 
        January 12, 2016 
 
 
 
Response of the Office of Chief Counsel  
Division of Corporation Finance 
 
Re: Reynolds American Inc. 
 Incoming letter dated December 23, 2015 
 
 The proposal asks the board to adopt and issue a general payout policy that gives 
preference to share repurchases (relative to cash dividends) as a method to return capital 
to shareholders. 
 

We are unable to concur in your view that RAI may exclude the proposal under 
rule 14a-8(i)(3).  We are unable to conclude that the proposal is so inherently vague or 
indefinite that neither the shareholders voting on the proposal, nor the company in 
implementing the proposal, would be able to determine with any reasonable certainty 
exactly what actions or measures the proposal requires.  Accordingly, we do not believe 
that RAI may omit the proposal from its proxy materials in reliance on rule 14a-8(i)(3). 

 
We are unable to concur in your view that RAI may exclude the proposal under 

rule 14a-8(i)(7).  Accordingly, we do not believe that RAI may omit the proposal from its 
proxy materials in reliance on rule 14a-8(i)(7). 
 
 We are unable to concur in your view that RAI may exclude the proposal under 
rule 14a-8(i)(13).  Accordingly, we do not believe that RAI may omit the proposal from 
its proxy materials in reliance on rule 14a-8(i)(13). 
 
        Sincerely, 
 
        Evan S. Jacobson 
        Special Counsel 
 
 
 
 



 
 
 
 
 
 

DIVISION OF CORPORATION FINANCE 
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS 

 
 

The Division of Corporation Finance believes that its responsibility with respect to 
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matter under the proxy 
rules, is to aid those who must comply with the rule by offering informal advice and suggestions 
and to determine, initially, whether or not it may be appropriate in a particular matter to 
recommend enforcement action to the Commission.  In connection with a shareholder proposal 
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company 
in support of its intention to exclude the proposals from the Company’s proxy materials, as well 
as any information furnished by the proponent or the proponent’s representative. 

 
Although Rule 14a-8(k) does not require any communications from shareholders to the 

Commission’s staff, the staff will always consider information concerning alleged violations of 
the statutes administered by the Commission, including argument as to whether or not activities 
proposed to be taken would be violative of the statute or rule involved.  The receipt by the staff 
of such information, however, should not be construed as changing the staff’s informal 
procedures and proxy review into a formal or adversary procedure. 

 
It is important to note that the staff’s and Commission’s no-action responses to 

Rule 14a-8(j) submissions reflect only informal views.  The determinations reached in these 
no-action letters do not and cannot adjudicate the merits of a company’s position with respect to 
the proposal.  Only a court such as a U.S. District Court can decide whether a company is 
obligated to include shareholders proposals in its proxy materials.  Accordingly a discretionary 
determination not to recommend or take Commission enforcement action, does not preclude a 
proponent, or any shareholder of a company, from pursuing any rights he or she may have 
against the company in court, should the management omit the proposal from the company’s 
proxy material. 



 
 
 

1/3/2016 

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

 
RE: Reynolds American Inc. Stockholder Proposal of Jonathan Kalodimos Exchange Act of 
1934 – Rule 14a-8  
 
Ladies and Gentlemen: 
 
This correspondence is in response to the letter sent by McDara P. Folan, III on behalf of 
Reynolds American Inc. (the “Company”) on 12/23/2015 requesting that your office of the 
Securities and Exchange Commission (the “Commission”) confirm that it will not recommend 
any enforcement action if the Company omits the shareholder proposal (the “Proposal”) 
submitted by Jonathan Kalodimos, PhD from its 2016 proxy solicitation materials for its 2016 
annual meeting. 
 
The Company believes that the Proposal may be properly omitted from its proxy solicitation 
materials for its 2016 annual meeting under Rule 14a-8(i)(13) because the Proposal relates to 
specific amounts of dividends, Rule 14a-8(i)(7) because the Proposal deals with ordinary 
business operations, and Rule 14a-8(i)(3) because the Proposal is inherently vague and 
indefinite. I assert that the Company has read considerably past the plain language 
interpretation of the Proposal in order to concoct a straw man, and the Proposal should not 
be excludable pursuant to Rule 14a-8. 
 
The Proposal is as follows: 
 
“Resolved: Shareholders of Reynolds American Inc. ask the board of directors to adopt and 
issue a general payout policy that gives preference to share repurchases (relative to cash 
dividends) as a method to return capital to shareholders. If a general payout policy currently 
exists, we ask that it be amended appropriately.” 

Exclusion under Rule 14a-8(i)(13) 
The Proposal requests the Company to adopt a policy that gives preference to one thing 
relative to another. According to Black’s Law Dictionary (Abridged Eighth Edition) “preference” 
is “The act of favoring one person or thing over another; the person or thing so favored.”  The 1

Company has read past this plain language definition of “preference” and instead 
characterizes the Proposal as “on its face, it could be read to require share repurchases 
instead of cash dividends, and thus setting a specific amount of cash dividends — zero” (page 
3, paragraph 3).  
 

1 It could be argued that Black’s Law Dictionary (Abridged Eighth Edition) does not characterize the 
understanding of the word “preference” by the general investing public. A Google search of “definition of 
preference” results in Google providing the definition “a greater liking for one alternative over another or 
others.” This definition is substantially similar to Black’s Law Dictionary (Abridged Eighth Edition). 
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Making explicit the Company’s mischaracterization of the Proposal is important. The act of 
favoring one thing relative to another (i.e. the definition of preference) does not create a 
mechanical link between those two things. In other words, having preference for one thing 
does not require a wholesale cessation of the other thing not having preference. The 
Company uses this mischaracterization to argue that the Proposal would require a specific 
amount of dividends, namely zero. I argue that the Company is reading past the plain 
language of the Proposal in order to develop a specific amount of acceptable dividends under 
a general payout policy that gives preference to share repurchases (relative to cash 
dividends) so the Company can in turn misattribute that specific amount of acceptable 
dividends to the Proposal.  
 
I would further note, that the act of favoring one thing relative to another (which is the plain 
language definition of preference) does not create a mechanical link between share 
repurchases and cash dividends, and as such, does not propose a specific amount, range, or 
de facto equation. For example, I have a preference for hiking in the forest (relative to writing 
in my office). Despite having a preference for hiking in the forest, I spend considerably more 
time writing in my office than hiking in the forest; preferring to hike in the forest does not 
dictate the amount of time I spend writing in my office.  I evidence my preference for hiking in 2

the forest (relative to writing in my office) by, after weighing the costs and benefits of each 
option, if I deem the two equivalent then I choose to go hiking in the forest.  Once again, I 3

reiterate that I strongly disagree that the Proposal is excludable under Rule 14a-8(i)(13) 
because the Proposal does not seek a mechanical link between share repurchases and cash 
dividends and thus does not propose a specific amount, range or de facto equation.  

Exclusion under Rule 14a-8(i)(7) 
The Company asserts that under one characterization  of the Proposal (that is advantageous 4

to the Company’s no action request), the Proposal is excludable under Rule 14a-8(i)(7) 
because the Proposal deals with matters relating to “ordinary business.” I assert that this 
argument is moot for two reasons. The first reason is, in response to a no action request from 
Sonoma West Holdings, Inc. (August 17, 2000) the staff at the Commission wrote:  
 

“We note that the proposal relates to the payments of dividends generally. The Division 
has found that the issue of whether to pay dividends does not involve “ordinary” 
business matters because the issue is extremely important to most security holders, 
and involves significant economic and policy considerations.”  

 

2 By the Company’s argument I should spend zero time writing in my office. 
3 If someone observes that I spend more time writing in my office than hiking in the forest and questions my 
preference for hiking in the forest, I could explain the facts and circumstances I face and explain how in light 
of those facts and circumstances my decisions are internally consistent with my preference for hiking in the 
forest. 
4 Page 4, interpretation number 2. 
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While the Proposal does not request the initiation of a dividend, like the proponent in Sonoma 
West Holdings, Inc., the Proposal subsumes the general issue, which I argue is an issue that is 
extremely important to most security holders and transcends the day to day operations of the 
Company; thus the Proposal should not be excludable under Rule 14a-8(i)(7). Further, the 
Proposal does not seek to micro-manage the inherently complex capital management and 
financing activities of the Company. While the actual process of returning a specified amount 
of capital may be complex in nature, the Proposal seeks a general payout policy and requests 
that the general payout policy have a certain feature, namely preference for share 
repurchases relative to cash dividends. Thus the Proposal relates to a complex issue but the 
Proposal should hardly be considered as probing too deeply into matters of a complex nature. 
 
The second reason the Proposal should not be excludable under Rule 14a-8(i)(7) is that a 
reasonable person could consider general payout policy a significant social issue.  This is 5

evidenced by two prominent Democratic presidential candidates expressly making share 
repurchases a part of their campaigns.  In analyzing this presidential campaign issue in the 6

context of Hillary Clinton’s campaign, Andrew Ross Sorkin  writes in The New York Times:  7

 
“On its face, the issue may seem like a nonstarter. But a growing debate has emerged 
around the topic of buybacks that increasingly has Wall Street and corporate America 
worried.” 

 
and 
 

“[Hillary Clinton’s] point tiptoes around a more explosive claim from Senator Elizabeth 
Warren and Senator Tammy Baldwin that buybacks might be a form of market 
manipulation. Both senators have urged the Securities and Exchange Commission to 
investigate the practice.” 
 

I assert that the topic of share repurchases, and by virtue general payout policy, is a 
significant social issue that has garnered substantial attention through national media outlets 
(The New York Times, The Wall Street Journal, Reuters, Forbes, The Harvard Business Review 
to name few) and is a topic of great importance to the general public as evidenced by 
prominent political figures urging the Commission to investigate the practice, and leading 
presidential candidates making the issue part of their campaigns. While the Proposal may be 
in disagreement with these prominent political figures on the role of share repurchases, it 
does not make the issue any less socially significant. As such, I believe the Proposal should 
not be excludable under Rule 14a-8(i)(7). 

5 I am unaware of a strict, widely accepted definition of “social issue” but as a proxy for the widely accepted 
understanding of “social issue” I put forth Wikipedia’s definition of social issue, which is “A social issue (also 
called a social problem or a social illness or even a social conflict) refers to an issue that influences and is 
opposed by a considerable number of individuals within a society.”  
6 Examples of the issue being addressed by presidential candidates are available at 
https://www.bostonglobe.com/opinion/2015/06/12/bernie-sanders-the-war-middle-class/hAJUTAjWgupBL
x4zAMh7nN/story.html and 
http://www.nytimes.com/2015/08/11/business/stock-buybacks-draw-scrutiny-from-politicians.html  
7 http://www.nytimes.com/2015/08/11/business/stock-buybacks-draw-scrutiny-from-politicians.html  

3 of 5 



 
 
 

1/3/2016 

Exclusion under Rule 14a-8(i)(3) 
The Company argues that “preference” is inherently vague and indefinite so as to be 
inherently misleading. I argue that the Company’s argument is meritless because: 

1. The action the Proposal is seeking is clear. The action the Proposal is seeking is for 
the Company to adopt and issue a policy with a certain feature. This is an observable 
and concrete action. 

2. The certain feature in the policy that the Proposal is seeking is described in a plain 
language fashion, using a well defined term that precisely describes the feature in the 
policy the Proposal is seeking.  

 
To emphasize the second point, “prefer” is the 1,728th most frequently used word in the 
English corpus, right after “traffic”, “notion”, and “capture”; and “preference” is the 3,049th 
most frequently used word in the English corpus, right after “OK”, “trace”, and “appointment.”  8

In effect, the Company is arguing that the shareholder base does not have an adequate 
command of the English language because the shareholder base does not understand how 
the Company is redefining the English language. This argument is troubling, and if it is 
permissible it sets a precedent for companies to redefine the English language as they see fit.  
 
Further, the Company argues that because the Proposal does not dictate how the policy 
should be implemented, and leaves the implementation of the policy to the board’s discretion, 
that the Proposal is inherently vague and indefinite. If the staff at the Commission concurs 
with this line of reasoning, it would place an impossible burden on all future proponents 
because a proposal is excludable under 14a-8(i)(7) if it attempts to micro-manage the 
implementation of a policy and is excludable under 14a-8(i)(3) if it leaves the implementation 
of a policy to the board. For example, if the Proposal is vague and indefinite because “[t]he 
Proposal is not clear as to whether such preference is dependent on certain conditions being 
met” (as the Company argues on page 4, item number 2), this defect could only be remedied 
by specifying a decision making framework for management that dictates what management 
is and is not allowed to consider in returning capital to shareholders. Such a proposal would 
almost certainly be excludable under 14a-8(i)(7). 
 
Moreover, as argued above the action the Proposal seeks is observable and concrete; and the 
certain feature of the policy the Proposal is requesting is well defined. While the details of the 
implementation of the Proposal are necessarily left to the board, I believe that shareholders 
would have reasonable certainty as to the action the Proposal is requesting the Company to 
take even though the board is necessarily left discretion in the implementation.  9

8 According to www.wordfrequency.info (affiliated with Brigham Young University) which is based on a 
corpus of 450 million words. 
9 To put the Company’s argument in another context, suppose a proponent requests that a company adopts 
a bylaw that would allow shareholders who meet certain ownership thresholds to nominate candidates for 
directorships on a company’s proxy materials. The proponent requests that the bylaw have certain general 
features such as ownership thresholds that require a shareholder to hold 3 percent of the company’s stock 
for three years in order to qualify to nominate candidates. Under the argument put forth by the Company, 
because the proposal did not spell out every detail of the implementation of the proposal, including a 
technical definition of “3 percent” then the proposal is inherently vague and indefinite. For example, 3 
percent of a company’s common stock could be interpreted as (i) 3 percent of the common stock when the 
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Conclusion 
In conclusion, the Company believes it can appropriately exclude the Proposal under Rule 
14a-8(i)(13) because the Proposal relates to specific amounts of dividends, Rule 14a-8(i)(7) 
because the Proposal deals with ordinary business operations, and Rule 14a-8(i)(3) because 
the Proposal is inherently vague and indefinite. This response has systematically addressed 
each basis for exclusion and explained why I believe it would be inappropriate for the 
Company to omit the Proposal under each exclusion. Further, I believe that if the staff at the 
Commission concurs with the Company appropriately excluding the Proposal under the vague 
and indefinite argument put forth, the Commission would be placing an impossible burden on 
future proponents and would discourage the active participation of all shareholders, thereby 
discouraging shareholders to invest in capital markets. This may adversely affect the 
efficiency, competition, and capital formation (ECCF) of the financial markets, which I believe 
would not be in concurrence with the Commission’s stated mission “to protect investors, 
maintain fair, orderly, and efficient markets, and facilitate capital formation.”  10

directors are nominated, (ii) 3 percent of the common stock over the entire three years, or (iii) 3 percent of 
the common stock at any point in a three year window. This could matter for companies that actively issue 
or repurchase common stock. Despite leaving this implementation decision to the board, the proposal 
should not be considered inherently vague or indefinite. 
10 https://www.sec.gov/about/whatwedo.shtml  

5 of 5 



McDara P. Folan, III
Senior Vice President, Deputy General
Counsel and Secretary

336 741 5162
336 728 4495 Fax
folanm@rjrt.com

 
December 23, 2015 

VIA EMAIL AND OVERNIGHT COURIER 
 
U.S. Securities and Exchange Commission 
Division of Corporation Finance 
Office of the Chief Counsel 
100 F. Street, N.E. 
Washington, DC 20549 
 
Re:   Reynolds American Inc. 
 Stockholder Proposal of Jonathan Kalodimos 
 Exchange Act of 1934 – Rule 14a-8 

Ladies and Gentlemen: 

 Reynolds American Inc. (the “Company”) intends to omit from its proxy statement and form of 
proxy for its 2016 annual meeting of shareholders (the “definitive Proxy Materials”), the proposal and 
supporting statement (the “Supporting Statement” and together with the proposal, the “Proposal”) 
submitted to the Company by Jonathan Kalodimos (the “Proponent”) on October 23, 2015 and received 
on October 27, 2015. 

 Pursuant to Rule 14a-8(j) under the Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”) and Staff Legal Bulletin No. 14D (November 7, 2008) (“SLB 14D”), the Company has 
submitted this letter to the Staff of the Securities and Exchange Commission (the “Commission”) 
Division of Corporation Finance (the “Staff”) no later than eighty (80) calendar days before it intends to 
file its definitive Proxy Materials with the Commission.  The Company has made this submission via 
email at shareholderproposals@sec.gov.  The Company is concurrently forwarding by email a copy of 
this letter (including all attachments thereto) to the Proponent as notice of the Company’s intent to omit 
the Proposal from the definitive Proxy Materials.  In addition, the Company will overnight paper copies 
of this letter (including all attachments thereto) both to the Commission and to the Proponent.  The 
undersigned has included his name, email address and telephone number in this letter. 

 Pursuant to Rule 14a-8(k) under the Exchange Act, a shareholder proponent is required to send 
copies of any correspondence that he or she elects to submit to the Commission or the Staff to the 
company to which the proponent submitted the proposal.  This letter serves to inform the Proponent that 
if he elects to submit any correspondence relating to the Proposal to the Commission or the Staff, a copy 
of such correspondence should be concurrently furnished to the undersigned. 

 The Company respectfully requests that the Staff confirm that it will not recommend any 
enforcement action to the Commission if the Company omits the Proposal from its definitive Proxy 
Materials.  The basis for this request is set forth below. 
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I . Summary of the Proposal 

The "Resolved" clause of the Proposal states: 

"Shareholders of Reynolds American Inc. ask the board of 
directors to adopt and issue a general payout policy that gives preference 
to share repurchases (relative to cash dividends) as a method to return 
capital to shareholders. If a general payout policy currently exists, we 
ask that it be amended appropriately." 

A copy of the Proposal and related correspondence with the Proponent are attached to this letter 
as Exhibit A. 

II. Basis for Exclusion of the Proposal 

The Company intends to omit the Proposal from the definitive Proxy Material pursuant to the 
following provisions of Rule l 4a-8 promulgated under the Exchange Act: 

1. Rule 14a-8(i)(13), because the Proposal relates to a specific amount ofcash dividends; and 

2. Rule 14a-8(i)(3), because the Proposal is impermissibly vague and indefinite so as to be 
inherently misleading. 

We note that the rules promulgated under the Exchange Act provide that, for purposes of 
exclusion under Rule 14a-8, the proposal and supp01ting statement included in shareholder proposals 
should be read together. Rule 14a-8a states, "Unless otherwise indicated the word proposal as used in this 
section refers both to your proposal and to your corresponding statement in support of your proposal (if 
any)." 

The Proposal may be properly omitted from the definitive Proxy Materials for the reasons 
discussed below. 

III. Analysis 

J. Omit under Rule 14a-8(i)(13): The Proposal relates to a specific amount of cash dividends 

Rule 14a-8(i)( 13) provides that a proposal is excludable if it "relates to specific amounts of cash 
or stock dividends." The Staff has historically taken the position that proposals that effectively set 
dividends to zero are excludable under Rule 14a-8(i)(l3). Here, on its face, the Proposal, taken as a 
whole, appears to require the Board to unde1take share repurchases instead of cash dividends. Therefore, 
the Proposal, on its face, relates to a specific amount of cash dividends - zero - and thus, violates Rule 
l 4a-8(i)(13). 

The Staff has consistently taken the position that shareholder proposals that require specific 
amounts of dividends may be omitted, as well as those proposals that provide for formulas or ranges for 
computing dividend payments. In Eastman Chemical Company (March 8, 2000), the proposal directed 
the board to declare stock dividends approximating the value of cash dividends then being paid by the 
company. Although it was not explicitly stated in the proposal, it was Clear that upon the proposal's 
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implementation, no cash dividends would be paid. Instead, the board would declare, and the company 
would pay, only stock dividends. The company argued that the proposal related to a specific amount of 
cash dividends - namely, zero dividends. The Staff concuned with the exclusion of the proposal under 
Rule 14a-8(i)(13). ill National Mine Service Co. (September 3, 1981 ), a shareholder proposal requested 
the registrant to eliminate all dividends for a given fiscal year. The registrant sought to exclude the 
proposal under Rule 14a-8(c)(13) (predecessor to Rule 14a-8(i)(13)) based on its view that a proposal 
calling for the board of directors to pay no dividends involves at least as specific an amount of dividends 
(zero) as proposals relating to formulas and ranges for computing dividend amounts, which the Staff has 
consistently permitted to be excluded under Rule l 4a-8( c )( 13). The Staff, in concurring with the 
exclusion of the proposal, stated: "[ s ]ince the proposal seeks the cessation of all dividend distributions for 
fiscal year 1982, it is our view that it is excludable under subparagraph (c)(l3) as a proposal relating to 
'specific amounts of cash or stock dividends'." 

Other similar proposals looked to the amount of dividends paid out relative to the amount of 
money spent by the companies on their share repurchase programs, and, in those cases, the Staff 
concurred in the utilization of Rule 14a-8(i)(13) to exclude proposals that linked the amount of dividends 
to share repurchase programs. ill Honeywell International, Inc. (September 28, 2001), the proposal 
directed the board to buy back its shares with its excess earnings rather than payout dividends to 
shareholders of common stock. The company argued that the proposal required that a stock repurchase 
program be substitu~ed for the company's current practice of paying cash dividends, which, in effect, 
would reduce the company's then-current cash dividend to zero and eliminate the Company's future cash 
dividends. There, the Staff found basis to exclude the proposal under Rule 14a-8(i)(13). See also AT&T 
(Janua1y 2, 2001), Ford Motor Co. (January 24, 2001) and Minnesota Mining & Manefacturing Company 
(February 10, 2001). 

As with the proposals above, the Proposal is impermissible under Rule 14a-8(i)(l3) because, on 
its face, it could be read to require share repurchases instead of cash dividends, and thus setting a specific 
amount of cash dividends - zero. Like in Eastman Chemical Company (March 8, 2000), under this 
reading of the Proposal, upon the policy's implementation, no further cash dividends would be declared 
by the Board and paid by the Company. Though the Company talked to the Proponent and he articulated 
that his intent with respect to the meaning of "preference" was different, the reading of the Proposal as 
articulated above is consistent with the language of the Proposal and the reasoning cited in the Proposal, 
that share repurchases are preferable to cash dividends as a method to return capital to shareholders. 
Specifically, the Supporting Statement quotes a study where executives have said they "would pass up 
some positive net present value (NPV) investment projects before cutting dividends." The Supp01ting 
Statement states that " [t]he creation of long-term value is of paramount importance; [the Proponent] 
believe[s] that repurchases have the distinct advantage that they do not create an incentive.to forgo long
term value enhancing projects in order to preserve a historic dividend level." Combined, a shareholder 
voting on this Proposal could infer that the Proposal's "preference" is substitution of share repurchases 
for cash dividends. This reading of the Proposal is fmther supported by the Supporting Statement's 
assertion that "[the Proponent] believe[s] this study provides evidence that there is market acceptance that 
repurchases are valid substitutes for dividends." 

Thus, because the Proposal, on its face, suggests that "preference" means substitution of share 
repurchases for cash dividends, the restrictive nature of the Proposal would be substantially the same as 
that of the proposals in the no-action letter requests cited above. Therefore, the Proposal should be 
excluded from the definitive Proxy Materials under Rule 14a-8(i)(13) because it relates to a specific 
amount of dividends. 
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2. Omit uuder Rule 14a-8(i)(3): Tile Proposal is impermissiblv vague and indefinite so as to be 
i11fterentlv misleading 

The Company believes that Rule 14a-8(i)(l3) provides a fully adequate basis for the exclusion of 
the entire Proposal. In addition, Rule 14a-8(i)(3) provides another adequate basis for exclusion. Rule 
14a-8(i)(3) permits the omission of a proposal and associated supporting statements that are contrary to 
the Commission's proxy rules, including Rule 14a-9, which prohibits false or misleading statements in 
proxy materials. Rule 14a-9(a) provides that "[n]o solicitation subject to this regulation shall be made by 
means of any proxy statement, form of proxy, notice of meeting or other communication, written or oral, 
containing any statement which, at the time and in the light of the circumstances under which it is made, 
is false or misleading with respect to any material fact, or which omits to state any material fact necessary 
in order to make the statements therein not false or misleading or necessary to correct any statement in 
any earlier communication with respect to the solicitation of a proxy for the same meeting or subject 
matter which has become false or misleading." The Staff has consistently agreed that vague and 
indefinite shareholder proposals are inherently misleading and thus excludable under Rule 14a-8(i)(3) 
where "neither the stockholders voting on the proposal, nor the company in implementing the proposal (if 
adopted), would be able to determine with any reasonable certainty exactly what actions or measures the 
proposal requires." Staff Legal Bulletin No. I 4B (September 15, 2004). See also Dyer v. SEC, 287 f.2D 
773, 781 (81h Cir. 1961). Additionally, the Staff has concurred that a proposal may be excluded where 
"any action ultimately taken by the [c]ompany upon implementation [of the proposal] could be 
s ignificantly different from the actions envisioned by shareholders voting on the proposal." Fuqua 
Industries, Inc. (March 12, 1991). 

The Proposal would require the Board to " ... adopt and issue a general payout policy that gives 
preference to share repurchases (relative to cash dividends) as a method to return capital to shareholders." 
(emphasis added). The meaning of the word "preference" is not clear. As a result, it is not clear what the 
Proposal is asking from the Company; therefore, it is not clear what shareholders are being asked to vote 
on. 

This lack of clarity leaves the m~aning of the word "preference" open to interpretation. There are 
at least two alternative interpretations of the word "preference" in the Proposal: 

l) Interpretation # 1: "preference" means that instead of returning excess cash to 
shareholders via cash dividends, the Company must choose to undertake share 
repurchases. Under this reading, the Proposal would be effectively setting dividends to 
zero, which would violate Rule 14a-8(i)(13); or 

2) Interpretation #2: "preference" means that the Company may have flexibility to pay out 
cash dividends, but must first consider share repurchases. The Proposal is not clear as to 
whether such preference is dependent on certain conditions being met. Under this 
reading, the Proposal would interfere with the Company's ordinary business operations 
and would violate Rule 14a-8(i)(7). 

If ''preference" means the Company must undertake share repurchases instead of cash 
dividends, tlte Proposal violates 14a-8(i)(l3). 

As stated in the Section III(l) above, the Proposal, on its face, supports Jnterpretation #1. Thus, 
the Proposal violates Rule 14a-8(i)(13). 
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If ''preference" means anything other titan a requirement that tlte Company undertake sltare 
repurchases instead of cash dividends, the Proposal violates Rule 14a-8(i)(7). 

However, even if"preference" should be interpreted under Interpretation #2 above (anything 
other than a requirement that the Company undertake share repurchases instead of cash dividends), the 
Proposal relates directly to the Company's ordinaiy business operations. Thus, the Proposal would 
violate Rule 14a-8(i)(7) and should therefore be excluded from the definitive Proxy Materials. 

Rule 14a-8(i)(7) provides that a proposal is excludable if the proposal deals with a matter relating 
to the registrant's ordinary business operations. Here, the Proposal directly deals with such a matter, as it 
asks the Company's Board of Directors (the "Board") to adopt and implement a policy that gives 
preference to share repurchases relative to cash dividends as a method to return capital to shareholders. 

The term "ordinary business" "is rooted in the corporate law concept [ofJ providing management 
with flexibility in directing core matters involving the company's business and operations." Exchange 
Act Release No. 40018 (May 21 , 1998) (the "1998 Release"). AB the Commission stated in the 1998 
Release, the general policy underlying this exclusion is to "confine the resolution of ordinary business 
problems to management and the board of directors, since it is impracticable for shareholders to decide 
how to solve such problems at an annual shareholders meeting." Jn the 1998 Release, the Commission 
explained that the ordinary business exclusion rests on two central considerations: 

1. The subject matter of the proposal. Certain tasks are so fundamental to management's ability 
to run a company on a day-to-day basis that they could not, as a practical matter, be subject to 
direct shareholder oversight; and 

2. The degree to which the proposal seeks to "micro-manage" the company by probing too 
deeply into matters of a complex nature upon which shareholders, as a group, would not be in 
a position to make an informed judgment. The Commission had earlier explained in 1976 that 
shareholders, as a group, are not qualified to make an informed judgment on ordinary 
business matters due to their lack of business expertise and their lack of intimate knowledge 
of the issuer's business. See Adoption of Amendments Relating to Proposals by Security 
Holders, Exchange Act Release No. 12999 (November 22, 1976). 

Here, the Proposal runs afoul of both considerations. The Proposal delves into an area reserved to 
management and the board of directors: the implementation of a share repurchase program. 

The decision to repurchase shares, pay dividends, or both is an integral pa1t of managing the 
Company's overall capital structure, and as such is a matter relating to the Company's ordinary business 
operations. The repurchase of shares, including whether and when to repurchase shares and the amount 
of shares to repurchase in any given qua1ter, implicates fundamental aspects of the business and affairs of 
the Company, which are managed by highly trained corporate finance personnel in the Company's 
Treasury group, acting under the direction of the Company's Board of Directors and Audit and Finance 
Committee. It requires detailed, confidential knowledge about the Company's financial forecasts, 
acquisition plans and financing strategy; such information is not available to the Proponent or the 
Company's shareholders at large. Fmther, it directly affects decisions relating to the Company's 
allocation of financial resources, compliance with financial covenants, and ability to grow through 
acquisitions. Since the Proposal would impermissibly micro-manage the Company by dictating the 
method ofreturning capital (implementing a share repurchase program) or, atthe very least, the priority 
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given among methods of capital return, it would be inappropriate for the Company's shareholders to be 
asked to take action on this ordinary business matter. Share repurchases simply are not a substitute for 
cash dividends, and thus a policy that requires preference for share repurchases over cash dividends does 
not appropriately balance the nuances and effects of one fonn of capital return compared to the other. 

The Company itself balances these nuances and effects and carefully evaluates methods of 
returning capital to its shareholders. The Company's decision to return capital to its shareholders involves 
many mechanisms, including, among other things, cash dividends and share repurchases. The Company 
has historically paid quarterly cash dividends and, cuffently, has a dividend policy to pay out 
approximately 7 5% of annual consolidated net income. On December 2, 2015, the Company announced 
its 46th consecutive quaiterly cash dividend since the Company became public on July 30, 2004. Though, 
the Company currently does not have an outstanding share repurchase program, the Company has 
undertaken share repurchases in recent years. As stated in the Company's recent Investor Day 
presentation, following its recent acquisitions and divestitures, one of the Company's priorities is de
leveraging with an overarching goal of consistent operating income, earnings per share and dividend 
growth. With this goal in mind, the Company currently intends to continue to target the return of 
approximately 75% of its annual consolidated net income to shareholders in the form of quarterly cash 
dividends. Additionally, the Company intends to evaluate share repurchases and its dividend target levels 
after de-leveraging. 

The Proposal interferes with these plans by requiring that preference be given to share 
repurchases over cash dividends. Though the Proposal is unclear whether "preference" means absolute 
substitution of share repurchases for cash dividends, it is clear that for the Proponent's payout policy to 
have any effect, at the very least, the Proposal must be requiring that, under ce1tain circumstances, share 
repurchases be undertaken instead of cash dividends. For share repurchases to be undertaken instead of 
cash dividends, a share repurchase program must be implemented or in effect; thus, the Proposal is 
effectively asking the Company to institute a share repurchase program. This ask is impermissible under 
Rule 14a-8(i)(7). 

The Staff has repeatedly taken the position that the implementation, te1ms and conditions of share 
repurchase programs, including the relation of such programs to a company's dividend policies, are 
matters that relate to ordinary business operations and, therefore, are excludable under Rule 14a-8(i)(7). 
For example, in Food Lion, Inc. (February 22, 1996), the Staff concurred that a proposal mandating an 
amendment to a stock repurchase plan to, among other things, expand the amount of stock repurchased 
and suspend dividend payments during the term of the plan could be excluded from Food Lion's proxy 
statement under Rule 14a-8(c)(7) (predecessor to Rule 14a-8(i)(7)) as a matter relating to the registrant's 
ordinary business operations. For more examples of proposals excludable as relating to a company's 
ordinaiy business operations, see also, International Business Machines Corporation (January 4, 2011) 
(proposal requiring implementation of a special dividend equal to the total value of the expenditure to the 
share repurchase program for the quarter); Concurrent Computer Corporation (July 13, 2011) (proposal 
relating to the implementation and particular terms of a share repurchase program); Reyerson, Inc. (April 
6, 2007) (proposal seeking to implement a stock repurchase program); Apple Computer, Inc. (March 3, 
2003) (proposal that contained specific procedures for the design and implementation of a share 
repurchase program, including how to set the purchase price, excluded because "implementing a share 
repurchase program" relates to the conduct of ordinary business operations); American Recreation 
Centers, Inc. (December 18, 1996) (proposal seeking to implement a stock repurchase program); M&F 
Worldwide C01p. (March 29, 2000) (proposal requiring special committee of the board of directors to 
consider and implement actions relating to matters such as the repmchase of shares and dividends); 
Clothestime Inc. (March 13, 1991) (proposal to repurchase common stock in open market under specified 
terms and conditions); Chevron Corporation (February 15, 1990) (same as Clothestime); Pfizer Inc. 
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(February 4, 2005) (proposal that would have Pfizer increase its dividend rather than repurchase $5 billion 
of Pfizer's shares in 2005); Lucent Technologies (November 16, 2000) (proposal to implement a share 
repurchase program); Ford Motor Company (March 28, 2000) (proposal to implement a share repurchase 
program); Research Cottrell, Inc. (December 31, 1986) (proposal to repurchase common stock in open 
market or block transactions); but cf Exxon Mobil Corporation (January 18, 2007) (proposal to consider 
providing, in times of above-average cash flow, a more equal ratio of the amounts spent on stock 
repurchases relative to the amounts paid out as dividends not excluded) and Ford Motor Company (March 
29, 2000) (proposal to obtain shareholder approval prior to the implementation of a stock repurchase 
program not excluded). 

In one matter, Exxon Mobil C01p. (March 19, 2007), the Staff did not concur in the exclusion of a 
proposal that requested that the board "consider, in times of above average free cash flow, providing a 
more equal ratio of the dollars paid to repurchase stock relative to the dollars paid in dividends by 
utilizing such devices as special or extra dividends." Here, in contrast, the Proposal does not ask that the 
Board consider, but rather that it adopt, a policy where share repurchases are preferred over cash 
dividends. Furthe1more, unlike in Exxon Mobil C01p. where the proposal asked for consideration "in 
times of above average free cash flow," the Proposal does not provide any guidance at all for when share 
repurchases would receive preference over cash dividends. Finally, in Exxon Mobil Corp., the proposal 
asked for consideration of a more equal ratio spent on stock repurchases relative to dividends; here, the 
Proposal mandates preference of one over the other, thus effectively requiring a share repurchase 
program. 

Therefore, for the reasons described above, the Proposal is excludable pursuant to Rule 14a-
8(i)(7) as relating to the conduct of the Company's ordinary business operations. 

The meaning of the word ''preference" is unclear and therefore the Proposal violates Rule 
14a-8(i)(l3). 

As highlighted above, given the multiple interpretations of the word "preference," the meaning of 
the Proposal is not clear. Requiring the Company and our shareholders to divine the intent of the 
Proponent is impennissible. If shareholders were to vote on the Proposal, they would have no way of 
knowing what it was they were being asked to approve, specifically what 1ype of "preference" the 
Company should give to share repurchases over cash dividends. Similarly, were the Proposal to pass, the 
Company would have no way of knowing which "preference" the shareholders voted for and therefore 
what it was required to do in order to implement the Proposal. Were the Company to attempt to 
implement the Proposal by selecting one of several possible interpretations, any actions taken in 
attempting to implement that interpretation could be significantly different from the actions envisioned by 
shareholders voting on the Proposal. This is precisely what Rule l 4a-8(i)(3) is trying to avoid, and why 
exclusion of the Proposal should be permitted. Furthermore, under either interpretation of "preference," 
the Proposal violates either Rule 14a-8(i)(13) or Rule 14a-8(i)(7), and therefore should be excluded. 

IV. Conclusion 

On the basis of the foregoing analysis, the Company respectfully requests that the Staff concur 
that it will take no action if the Company excludes the Proposal from the definitive Proxy Materials 
pursuant to Rules 14a-8(i)(13) and 14a-8(i)(3). To meet the Company's printing and mailing schedule for 
its 2016 annual meeting of shareholders, a response from the Staff by the end of February 2016 would be 
of great assistance. In addition, the Company agrees to promptly forward to the Proponent a copy of any 
response from the Staff to this no-action request that the Staff transmits by facsimile or e-mail to the 
Company only. 
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If you have any questions or require additional infonnation concerning this matter, please contact 
the undersigned at (336) 741-5162; via fax at (336) 728-4495; or via e-mail at folanm@rjrt.com. 

Enclosure 

Very truly yours, 

REYNOLDS AMERICAN INC. 

Senior Vice President, Deputy General 
Counsel and Secretary 
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Corporate Secretary 
Reynolds American Inc. 
P.O. Box 2990 
Winston-Salem, NC 27102-2990 

Corporate Secretary-

10/23/2015 

~~©.J~R \V/~~ 

BY: ... DJ.PE .... 

I am submitting a shareholder proposal in accordance with Rule 14a-8 to be voted upon at the 
next annual meeting of shareholders. As part of this submission I have included the proposal to 
appear in the next definitive proxy statement as well as a letter of ownership from TD 
Ameritrade confirming that I have continuously held a sufficient number of shares for more than 
one year to qualify for a proposal to be placed on the definitive proxy statement. I also hereby 
give notice that I intend to hold the aforementioned shares until after the date of the next annual 
meeting of shareholders and intend to have the proposal properly presented at the meeting. 

If for any reason you need further information from me or would like to discuss my proposal, 
please contact me using the following information. 

Jonathan Kalodimos, PhD 

Sincerely, 

Jonathan Kalodimos, PhD 

*** FISMA & OMB Memorandum M-07-16 ***
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Resolved: Shareholders of Reynolds American Inc. ask the board of directors to adopt and issue 
a general payout policy that gives preference to share repurchases (relative to cash dividends) 
as a method to return capital to shareholders. If a general payout policy currently exists, we ask 
that it be amended appropriately. 

Supporting statement: Share repurchases as a method to return capital to shareholders have 
distinct advantages relative to dividends. Share repurchases should be preferred for the 
following reasons: 

1) Financial flexibility. Four professors from Duke University and Cornell University studied 
executives' decisions to pay dividends or make repurchases by surveying hundreds of 
executives of public companies. They found that "maintaining the dividend level is on 
par with investment decisions, while repurchases are made out of the residual cash flow 
after investment spending."1 Further, in follow up interviews as part of the study, 
executives "state[d] that they would pass up some positive net present value (NPV) 
investment projects before cutting dividends." The creation of long-term va lue is of 
paramount importance; I believe that repurchases have the distinct advantage that they 
do not create an incentive to forgo long-term value enhancing projects in order to 
preserve a historic dividend level. 

2) Tax efficiency. Share repurchases have been described in the Wall Street Journal2 as 
"akin to dividends, but without the tax bite for shareholders." The distribution of a 
dividend may automatically trigger a tax liability for some shareholders. The repurchase 
of shares does not necessarily trigger that automatic tax liability and therefore gives a 
shareholder the flexibility to choose when the tax liability is incurred. Shareholders who 
desire cash flow can choose to sell shares and pay taxes as appropriate. (This proposal 
does not constitute tax advice.) 

3) Market acceptance. Some may believe that slowing the growth rate or reducing the level 
of dividends would result in a negative stock market reaction. However, a study 
published in the Journal of Finance finds that the market response to cutting dividends 
by companies that were also share repurchasers was not stati stica lly distinguishable 
from zero.3 I believe this study provides evidence that there is market acceptance that 
repurchases are valid substitutes for dividends. 

Some may worry that share repurchases could be used to prop up metrics that factor into the 
compensation of executives. I believe that any such concern should not interfere with the 
choice of optimal payout mechanism because compensation packages can be designed such 
that metrics are adjusted to account for share repurchases. 

1http://www. scienced irect. com/ science/article/pi i/S03 0440 SXO 5000528 
2http://www.wsj.com/articles/companies-stock-buybacks-help-buoy-the-market-1410823441 
3http://www. afa jof. o rg/ de ta i I s/j ou rn a IArtic I e/2893 8 61 / Dividends-Sh a re-Repurchases-and-the-Su bstituti o 
n-Hypothesis.html 

1of2 
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In summary, I strongly believe that adopting a general payout policy that gives preference to 
share repurchases would enhance long-term va lue creation. I urge shareholders to vote FOR 
this proposal. 

2of2 
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Ameritrade 

10/20/2015 

Jonathan Kalodimos 

Re: Your TD Ameritrade Account Ending in

Dear Jonathan Kalodimos, 

Thank you for allowing me to assist you today. This letter is to confirm that as of the date of this 
letter, Jonathan Kalodimos has held continuously for at least one year, 82 shares of Reynolds 
American common stock in his account ending in t TD Ameritrade. The DTC clearinghouse 
number for TD Ameritrade is 0188. 

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

Sincerely, 

Brandon Schifferdecker 
Resource Specialist 
TD Ameritrade 

This information is furnished as part of a general information service and TD Ameritrade shall not be liable for any damages 
arising out of any inaccuracy in the information. Because !his information may differ from your TD Ameritrade monthly 
statement, you should rely only on the TD Ameritrade monthly statement as the official record of your TD Ameritrade 
account. 

Market volatility, volume, and system availability may delay account access and trade executions. 

TD Ameritrade, Inc., member FINRNSIPC ( www finra org , www.sipc org ). TD Ameritrade is a trademark jointly owned by 
TD Ameritrade IP Company, Inc. and The Toronto-Dominion Bank. © 2015 TD Ameritrade IP Company, Inc. All rights 
reserved. Used with permission. 

200 s. 1os111 Ave, 
Omaha, NE 68154 

www.tdameritrade.com 

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

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

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



1 Attachment

Dear Dr. Kalodimos, 
Thank you for your letter to Reynolds American Inc. dated October 23, 2015 containing a shareholder proposal. 
 Your letter was received on October 27, 2015.  Unfortunately, we identified a deficiency that unless corrected will 
render your proposal ineligible for consideration at our 2016 annual meeting of shareholders.  The attached letter 
describes that deficiency and explains how you can correct it.  We also have sent this letter to you in hardcopy via 
overnight courier.  Feel free to reach out to me with any questions.
Sincerely,
Dean Tsipis

Dean E. Tsipis
Managing Counsel - Corporate and Securities
Director - Office of Ethics and Compliance

an affiliate of Reynolds American Inc.

401 N. Main Street
Winston-Salem, NC 27101
(336) 741-3655 
(336) 728-4311 (fax)
tsipisc@rjrt.com

CONFIDENTIALITY NOTE: This e-mail message, including any attachment(s), contains information that may be 
confidential, protected by the attorney-client or other legal privileges, and/or proprietary non-public information. If 
you are not an intended recipient of this message or an authorized assistant to an intended recipient, please 
notify the sender by replying to this message and then delete it from your system. Use, dissemination, distribution, 
or reproduction of this message and/or any of its attachments (if any) by unintended recipients is not authorized 
and may be unlawful.

RAI Shareholder Proposal
Tsipis, Constantine (Dean) E 
to:

11/09/2015 03:08 PM
Cc:
"Folan, McDara (Dara) III"
Hide Details 
From: "Tsipis, Constantine (Dean) E" <tsipisc@rjrt.com>

Cc: "Folan, McDara (Dara) III" <FOLANM@RJRT.com>
Please respond to "Tsipis, Constantine (Dean) E" <tsipisc@rjrt.com>

Response to Kalodimos Proposal 11-9-15.pdf

Page 1 of 1

12/21/2015file:///C:/Users/jp016276/AppData/Local/Temp/1/notes4B5F36/~web7820.htm

Exhibit A-5
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November 9, 2015 

VIA EMAIL AND OVERNIGHT COURIER 

Jonathan Kalodimos, PhD 

Re: Shareholder Proposal 

Dear Dr. Kalodimos: 

Constant ine E. Tsipis 

Assistant Secretary 

336-741-3655 

336-728-4311 Fax 

tsipisc@rjrt.com 

I am writing on behalf of Reynolds American Inc. ("RAI" or the "Company") to inform you 
that on October 27, 2015, the Company received your letter dated October 23, 2015, 
submitting a shareholder proposal (the "Proposal"), pursuant to Rule 14a-8 under the 
Securities Exchange Act of 1934, as amended ("Rule 14a-8"), for inclusion in the 
Company's definitive proxy statement for the 2016 annual meeting (the "Annual Meeting"). 
For your reference, a copy of Rule 14a-8 is attached to this letter as Exhibit A. 

The Proposal contains a procedural eligibility deficiency, which Rule 14a-8 requires us to 
bring to your attention. Under Rule 14a-8, shareholder proponents must submit sufficient 
proof of their continuous ownership of at least $2,000 in market value, or 1 %, of the 
company's securities entitled to be voted on the proposal at the meeting for at least one 
year as of the date the shareholder proposal was submitted. In addition , the shareholder 
proponent must continue to hold those securities through the date of the meeting. 

The Company's stock records do not indicate that you are the "registered" holder of shares 
to satisfy this requirement, and the proof of ownership that you submitted does not 
establish that you have satisfied the Rule 14a-8 ownership requirements. In particular, 
your cover letter indicates that the included letter of ownership from TD Ameritrade 
confirms that you have continuously held a sufficient number of shares for more than one 
year to qualify for the proposal to be placed in the Company's definitive proxy statement 
for the Annual Meeting. However, the actual included letter from TD Ameritrade, dated 
October 20, 2015 (the 'TD Ameritrade Letter"), does not satisfy the Rule 14a-8(b) 
ownership requirements because it is dated three days prior to the date the proposal was 
submitted to the Company, and therefore does not verify that, at the time you submitted 
the proposal on October 23, 2015, you had continuously held the requisite number of RAI 
shares for more than one year. Rather, the TD Ameritrade Letter only shows that you held 
the requisite number of shares for at least a year prior to October 20, 2015. As a result, 

*** FISMA & OMB Memorandum M-07-16 ***
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there is a gap in the period of ownership covered by the letters you submitted; the letters 
establish a continuous one-year period of ownership preceding and including October 20, 
2015, rather than preceding and including October 23, 2015. 

As explained in more detail below and in Rule 14a-8(b) and Rule 14a-8(f), to remedy this 
defect, you must submit sufficient proof (in this case, a new written ownership statement) 
from the "record" holder of your shares and a participant in the OTC, or an affiliate of a 
OTC participant, verifying that, at the time you submitted the Proposal (October 23, 2015), 
you had beneficially held the requisite number of RAI shares continuously for at least the 
one-year period preceding and including October 23, 2015. This ownership 
documentation must be postmarked, or transmitted electronically, no later than 14 
calendar days from the date you receive this letter. For additional information regarding 
the acceptable methods of proving your ownership of the requisite number of RAI shares, 
please see below and see Rule 14a-8(b)(2) in Exhibit A. 

As explained in Rule 14a-8(b) and in Securities and Exchange Commission ("SEC") 
guidance, you must prove your eligibility by submitting either: 

1. a written statement from the "record" holder of your shares (usually a broker or 
a bank) verifying that you continuously held the requisite number of RAI shares 
for the one-year period preceding and including October 23, 2015; or 

2. If you have filed with the Securities and Exchange Commission a Schedule 
130, 13G, Form 3, Form 4 and/or Form 5, or amendments to those documents 
or updated forms, reflecting your ownership of the requisite number of RAI 
shares as of or before the date on which the one-year eligibility period begins, 
a copy of the schedule and/or form, and any subsequent amendments reporting 
a change in the ownership level and a written statement that you continuously 
held the requisite number of RAI shares for the one-year period. 

If you intend to demonstrate ownership by submitting a written statement from the "record" 
holder of your shares as set forth in (1) above, please note that most large U.S. brokers 
and banks deposit their customers' securities with, and hold those securities through, the 
Depository Trust Company ("OTC") a registered clearing agency that acts as a securities 
·depository (OTC is also known through the account name of Cede & Co.) . Under SEC 
Staff Bulletins No. 14F and 14G (enclosed with this letter as Exhibits B and C, 
respectively), only OTC participants are viewed as record holders of securities that are 
deposited at OTC, and proof of ownership for purposes of Rule 14a-8 of such securities 
can be provided only by the applicable OTC participant or an affiliate of such participant. 
You can confirm whether your broker or bank is a OTC participant by asking you broker or 
bank or by checking DTC's participant list, which is available at 
http://www.dtcc.com/-/media/Files/Downloads/client-center/DTC/alpha.ashx. 
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In these situations, stockholders need to obtain proof of ownership from the OTC 
participant through which the securities are held, as follows: 

1. If the broker or bank is a OTC participant, then you need to submit a written 
statement from the broker or bank verifying that you continuously held the 
requisite number of RAI shares for the one-year period preceding and including 
October 23, 2015. 

2. If the broker or bank is not a OTC participant, then you need to submit proof of 
ownership from the OTC participant through which the shares are held verifying 
that you continuously held the requisite number of Company shares for the one
year period preceding and including October 23, 2015. You should be able to 
find out the identity of the OTC participant by asking your broker or bank. If your 
broker is an introducing broker, you may also be able to learn the identity and 
telephone number of the OTC participant through your account statements, 
because the clearing broker identified on the account statements will generally 
be a OTC participant. If the OTC participant that holds your shares is not able 
to confirm your individual holdings but is able to confirm the holdings of your 
broker or bank, then you need to satisfy the proof of ownership requirements 
by obtaining and submitted two proof of ownership statements verifying that, 
for the one-year period preceding and including October 23, 2015, the requisite 
number of Company shares were continuously held : (i) one from your broker 
or bank confirming your ownership and (ii) the other from the OTC participant 
confirming the broker or bank's ownership. 

As stated above, Rule 14a-8 requires that the documentation be postmarked or 
transmitted electronically to us no later than 14 calendar days from the date you receive 
this letter. Once we receive this documentation, we will be in a position to determine 
whether the Proposal is eligible for inclusion in the Company's definitive proxy statement 
for the Annual Meeting. In asking you to provide the foregoing information, the Company 
does not relinquish its right to later object to including the proposal in the Company's proxy 
materials on related or different grounds pursuant to applicable SEC rules. 

If you have any questions with respect to the foregoing, please feel free to contact me at 
(33'6) 7 41-3655. Please address any response to my attention at the address, fax number 
or email address provided above. Additionally, please confirm your receipt of this letter by 
reply message to me at tsipisc@rjrt.com. 

Sincerely yours, adl,;:; . ' 
Constantine E~ 

Enclosure 

cc: McOara P. Folan, Ill, Esq. (w/ attachment) 
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§ 240.14a-8 Shareholder proposals. 
This section addresses when a com

pany must include a shareholder's pro
posal in its proxy statement and iden
tify the proposal in its form of proxy 
when the company holds an annual or 
special meeting of shareholders. In 
summary, in order to have yow· share
holder proposal included on a com
pany's proxy card, and included along 
with any supporting statement in its 
proxy statement, you must be eligible 
and follow certain procedures. Under a 
few specific circumstances, the com
pany is permitted to exclude your pro
posal, but only after submitting its 
reasons to the Commission. We struc
tured this section in a question-and-an
swer format so that it is easier to un
derstand. The references to "you" are 
to a shareholder seeking to submit the 
proposal. 

(a) Question 1: What is a proposal? A 
shareholder proposal is your rec
ommendation or requirement that the 
company and/or its board of directors 
take action, which you intend to 
present at a meeting of the company's 
shareholders. Your proposal should 
state as clearly as possible the course 
of action that you believe the company 
should follow. If your proposal is 
placed on the company's proxy card, 
the company must also provide in the 
form of proxy means for shareholders 
to specify by boxes a choice between 
approval or disapproval, or abstention. 
Unless otherwise indicated, the word 
"proposal " as used in this section re
fers both to yow· proposal, and to yom· 
corresponding statement in support of 
your proposal (if any). 

(b) Question 2: Who is eligible to sub
mit a proposal, and how do I dem
onstrate to the· company that I am eli
gible? (1) In order to be eligible to sub
mit a proposal, you must have continu
ously held at least $2,000 in market 

§240.14a-8 

value, or 1%, of the company's securi
ties entitled to be voted on the pro
posal at the meeting for a t least one 
year by the date you submit the pro
posal. You must continue to hold those 
securities through the date of the 
meeting. 

(2) If you are the registered holder of 
your securities, which means that your 
name appears in the company's records 
as a shareholder, the company can 
verify your eligibility on its own, al
though you will still have to provide 
the company with a written statement 
that you intend to continue to hold the 
securities through the date of the 
meeting of shareholders. However, if 
like many shareholders you are not a 
registered holder, the company likely 
does not know that you are a share
holder, or how many shares you own. 
In this case, at the ti me you submit 
your proposal , you must prove your eli
giblllty to the company in one of two 
ways: 

(i) The first way ls to submit to the 
company a written statement from the 
"record" holder of your secw·i ties (usu
ally a broker or bank) verifying that, 
at the time you submit ted yow· pro
posal, you continuously hel d the secu
rities for at least one year. You must 
also include your own written state
ment that you intend to continue to 
h old the securities through the date of 
the meeting of shareholders; or 

(ii) The second way to prove owner
ship applies only if you have filed a 
Schedule 13D (§ 240.13d- 101), Schedule 
13G (§240.13d-102), Form 3 (§249.103 of 
this chapter), Form 4 (§249.104 of this 
chapter) and/or Form 5 (§ 249.105 of this 
chapter), or amendments to those doc
uments or updated forms, r eflecting 
your ownership of the shares as of or 
before the date on which the one-year 
eligibility period begins. If you have 
filed one of these documents with the 
SEC, you may demonstrate your eligi
bility by submitt ing to the company: 

(A) A copy of the schedule and/or 
form, and any subsequent amendments 
reporting a change in your ownership 
level; 

(B) Yow· written statement that you 
continuously held the required number 
of shares for the one-year period as of 
the date of the statement; and 
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(C) Your written statement that you 
intend to continue ownership of the 
shares through the date of the com
pany's annual or special meeting. 

(c) Question 3: How many proposals 
may I submit? Each shareholder may 
submit no more than one proposal to a 
company for a particular shareholders' 
meeting. 

(d) Question 4: How long can my pro
posal be? The proposal, including any 
accompanying supporting statement, 
may not exceed 500 words. 

(e) Question 5: What is the deadline 
for submitting a proposal? (1) If you 
are submitting your proposal for the 
company's annual meeting, you can in 
most cases find the deadline in last 
year's proxy sta.tement. However, if the 
company did not holcl an annual meet
ing last year, or has changed the date 
of its meeting for this year more than 
30 days from last yea.r's meeting, you 
can usually find the deadline in one of 
the company's quarterly reports on 
Form 10-Q (§249.308a of this chapter ), 
or in shareholder reports of investment 
companies under §270.30d- 1 of this 
chapter of t h e Investment Company 
Act of 1940. In order to a void con
troversy, shareholders should submit 
their proposals by means, including 
el ectronic means, that pe1·mit them to 
prove the date of delivery. 

(2) The deadline is calculated in the 
following manner if the proposal is sub
mitted for a r egularly scheduled an
nual meeting. The proposal must be re
ceived at the company's principal exec
utive offices not less than 120 calendar 
days before the elate of the company's 
proxy statement releasecl to share
holder s in connection with the previous 
year's annual meeting. However, if the 
company did not hold an annual meet
ing the previous year, or if the date of 
this year's annual meeting has been 
changed by more t han 30 days from the 
date of the previous year's meeting, 
then the deadline is a reasonable time 
before the company begins to print and 
send its proxy materials. 

(3) If you are submitting yolli' pro
posal for a meeting· of shareholders 
other than a regularly sch eduled a n
nual meeting, the deadline is a reason
able time before the company begins to 
print and send its proxy materials. 

17 CFR Ch. II (4-1-15 Edition) 

(f) Question 6: What if I fail to follow 
one of the eligibility or procedural re
quirements explained in answers to 
Questions 1 through 4 of this section? 
(1) The company may exclude your pro
posal, but only after it has notified you 
of the problem, and you have failed 
adequately to correct it. Within 14 cal
endar days of receiving your proposal, 
the company must notify you in writ
ing of any procedtu'al or eligibility de
ficiencies, as well as of the t ime frame 
for your response. Your response must 
be postmarked, or transmitted elec
tronically, no later than 14 days from 
the date you received the company's 
notification. A company need not pro
vide you such notice of a deficiency if 
the deficiency cannot be remedied, 
such as if you fail to submit a proposal 
by the company's properly determined 
deadline. If the company intends to ex
clude the proposal, it will later have to 
make a submission under §240.14a--8 
and provide you with a copy under 
Question 10 below, §240.14arll(j). 

(2) If you fail in your promise to hold 
the requir ed number of secm·ities 
through the date of the meeting of 
shareholders, then the company will be 
permitted to exclude all of your pro
posals from its proxy materials for any 
meeting held in the following two cal
endar years. 

(g) Question 7: Who has the burden of 
persuading the Commission or its staff 
that my proposal can be excluded? Ex
cept as otherwise noted, the burden is 
on the company to demonstrate that it 
is entitled to exclude a proposal. 

(h) Question 8: Must I appear person
ally at the shareholders' meeting to 
p1·esent t he proposal? (1) Either you, or 
your r epresentative who is qualified 
under state law to present the proposal 
on your behalf, must attend the meet
ing to present the proposal. Whether 
you attend the meeting yourself or 
send a qualified representative t o the 
meeting in your place, you should 
make sure that you, or your represent
ative, follow the proper state law pro
cedures for attending the meeting and/ 
or presenting your proposal. 

(2) If the company holds its shar e
holder meeting in whole or in part via 
electronic media, and the company per
mits you or your representative to 
p1•esent your proposal via such media, 
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then you may appear through elec
tronic media i·ather than traveling to 
the meeting to appear in person. 

(3) If you or your qualified represent
ative fail to appear and present the 
proposal, without good cause, the com
pany will be permitted to exclude all of 
your proposals from its proxy mate
rials for any meetings held in the fol
lowing two calendar years. 

(i) Question 9: If I have complied with 
the procedural r equirements, on what 
other bases may a company rely to ex
clude my proposal? (1) Improper under 
state law: If the proposal is not a prop
er subject for action by shareholders 
under the laws of the jurisdiction of 
the company's organization; 

NOTE TO PARAGRAPH (i)(l): Depending on 
the subject matter, some proposals are not 
considered proper under state law if they 
would be binding on the company if approved 
by shareholders. In our experience, most pro
posals that are cast as recommendations or 
requests that the board of directors take 
specified action are proper under state law. 
Accordingly, we will assume that a proposal 
drafted as a recommendation or suggestion 
ls proper unless the company demonstrates 
otherwise. 

(2) Violation of law: If the proposal 
would, if implemented, cause the com
pany to violate any state, federal, or 
foreign law to which it is subject; 

NOTE TO PARAGRAPH (i)(2): We will not 
apply tllis basis for exclusion to permit ex
clusion of a proposal on grounds that it 
would violate foreign law if compliance with 
the foreign law would result in a violation of 
any state or federal law. 

(3) Violation of proi'Y rules: If the pro
posal or supporting statement is con
trary to any of the Commission's proxy 
rules, including §240.14a-9, which pro
hibits materially false or misleading 
statements in proxy soliciting mate
rials; 

(4) Personal grievance; special interest: 
If the proposal relates to the redress of 
a personal claim or grievance against 
the company or any other person, or if 
it is designed to result in a benefit to 
you , or to further a personal interest, 
which is not shared by the other share
holders at large; 

(5) Relevance: If the proposal relates 
to operations which account for less 
than 5 percent of the company's total 
assets at the end of its most recent fis-

§240.14a-8 

cal year, and for less than 5 percent of 
its net earnings and gross sales for its 
most recent fiscal year, and is not oth
erwise significantly related to the com
pany's business; 

(6) Absence of power/authority: If the 
company would lack the power or au
thority to implement the proposal; 

(7) Management functi01l$.' If the pro
posal deals with a matter relating to 
the company's ordinary business oper
ations; 

(8) Director elections: If the proposal: 
(i) Would disqualify a nominee who is 

standing for election; 
(11) Would remove a director fi:om of

fice before his or her term expired; 
(iii) Questions the competence, busi

ness judgment, or character of one or 
more nominees or directors; 

(iv) Seeks to include a specific indi
vidual in the company's proxy mate
rials for election to the board of direc
tors; or 

(v) Otherwise could affect the out
come of the upcoming el ection of direc
tors. 

(9) Conflicts with company's proposal: 
If the proposal directly conflicts wi th 
one of the company's own proposals to 
be submitted to shareholders at the 
same meeting; 

NOTE TO PARAGRAPH (i)(9): A company's 
submission to the Commission w1der this 
section should specify the points of conflict 
with the company's proposal. 

(10) Stibstantially implemented: If the 
company has already substantially im
plemented the proposal; 

NOTE TO PARAGRAPH (1)(10): A company 
may exclude a shareholder proposal that 
would provide an aclvisory vote or seek fu
tw·e advisory votes to approve the com
pensation of executives as disclosed pursuant 
to Item 402 of Regulation S-K (§229.402 of 
this chapter) or any successor to Item 402 (a 
"say-on-pay vote") or that relates to the fre
quency of say-on-pay votes, provided that in 
the most recent shareholder vote required by 
§240.14a-21(b) of this chapter a single year 
(i.e., one, two, or three years) received ap
proval of a majority of votes cast on the 
matter and the company has adopted a pol
icy on the frequency of say-on-pay votes that 
is consistent with the choice of the majority 
of votes caat in the most recent shareholder 
vote required by § 240.14a- 2l(b) of this chap
tei'. 

(11) Duplication: If t he proposal sub
stantially duplicates another prnposal 
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previously submitted to the company 
by another proponent that will be in- · 
eluded in the company's proxy mate
rials for the same meeting; 

(12) Resubmissions: If the proposal 
deals with substantially the same sub
ject matter as another proposal or pro
posals that has or have been previously 
included in the company's proxy mate
r ials within the preceding 5 calendar 
years, a company may exclude it from 
its proxy materials for any meeting 
held within 3 calendar years of the last 
time it was included if the proposal r e
ceived: 

(i) Less than 3% of the vote if pro
posed once wi thin the preceding 5 cal
endar years; 

(ii) Less than 6% of the vote on its 
last submission to shareholders if pro
posed t wice previously within the pre
ceding 5 calendar years; or 

(iii) Less than 10% of the vote on its 
last submission to shareholders if pro
posed thr ee times or more previously 
within the preceding 5 calendar years; 
and 

(13) Specific amount of dividends: If the 
proposal r elates to specific amounts of 
cash or stock dividends. 

(j) Question 10: What procedures must 
the company follow if i t intends to ex
clude my proposal? (1) If the company 
intends to exclude a proposal from i ts 
proxy materials, it must file i t s rea
sons with the Commission no later 
than 80 calendar days before it files its 
definitive proxy statement and form of 
proxy with the Commission . The com
pany must simultaneously provide you 
with a copy of its submission. The 
Commission staff may permit the com
pany to make i ts submission later than 
80 days before the company files its de
finitive proxy statement and form of 
proxy, if the company demonstrates 
good cause for missing the deadline. 

(2) The company must file six paper 
copies of the following: 

(i) The proposal; 
(ii) An explanation of why the com

pany })elieves that it may exclude the 
proposal, which should, if possible, 
refer t o the most recent applicable au
thori ty, such as prior Division letters 
issued under the rule; and 

(iii) A supporting opinion of counsel 
when such r easons are based on mat
ters of state or foreign law. 

17 CFR Ch. II (4-1-15 Edition) 

(k) Question 11: May I submit my own 
statement to the Commission respond
ing to the company's arguments? 

Yes, you may submit a response, but 
it is not required. You should try to 
submit any response to us, with a copy 
to the company, as soon as possible 
after the company makes its submis
sion. This way, the Commission staff 
will have time to consider fully your 
submission before it issues its r e
sponse. You should submit six paper 
copies of your response. 

(1) Question 12: If the company in
cludes my shareholder proposal in its 
proxy materials, what informa tion 
about me must it include along with 
tl1e proposal itself? 

(1) The company 's proxy statement 
must include your name and address, 
as well as the number of the company's 
voting securities that you hold. How
ever, instead of providing that informa
tion, the compa ny may instead include 
a statement that it will provide the in
format ion to shareholders promptly 
upon receiving an oral or written r e
quest. 

(2) The company is not responsible 
for t he contents of your proposal or 
supporting statement. 

(m) Question 13: What can I do if the 
company includes in its proxy state
ment reasons why it believes share
holders should not vote in favor of my 
proposal, and I disagree with some of 
its s t atements? 

(1) The company may elect to include 
in its proxy statement reasons why it 
believes shareholders should vote 
against your proposal. The company is 
allowed to make arguments reflecting 
its own point of view, just as you may 
express your own point of view in your 
proposal's supporting statement. 

(2) However, if you believe that the 
company's opposition to your proposal 
contains materially false or misleading 
s t at ements that may violate our anti
fraucl rule, §2'.10.14a-9, you should 
promptly send to the Commission staff 
and the company a letter explaining 
t he reasons for yom· view, along with a 
copy of the company's statement s op
posing your proposal. To the extent 
possible, your letter should include 
specific factual information dem
onstra ting the inaccm·acy of the com
pany's claims. Time permitting, you 
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may wish to try to work out yoUl' dif
ferences wi th the company by yourself 
before contacting the Commission 
staff. 

(3) We require the company to send 
you a copy of i ts statements opposing 
your proposal before it sends its proxy 
materials, so that you may bring to 
our attention any materially false or 
misleading statements, under the fol
lowing timeframes: 

(i) If our no-action response requires 
that you make revisions to your pro
posal or supporting statement as a con
dition to requiring the company to in
clude it in its proxy materials, then 
the company must provide you with a 
copy of its opposition s tatemen ts no 
later than 5 calendar days after the 
company receives a copy of your re
vised proposal; or 

(ii) In all other cases, the company 
must provide you with a copy of its op
position statements no later than 30 
calendar days before its fi les defini tive 
copies of its proxy statement and form 
of proxy under §240.14arli. 

[63 FR 29119, May 28, 1998; 63 FR 50622, 50623, 
Sept. 22, 1998, as amended at 72 FR 4168, Jan. 
29, 2007; 72 FR 70456, Dec. 11, 2007; 73 FR 977, 
Jan. 4, 2008; 76 FR 6045, Feb. 2, 2011; 75 FR 
56782, Sept. 16, 2010] 
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U.S. Socuritios a nd Exchongo Cornrniss!o 

Division of Corporation finance 
Securitfes and e><change Commission 

Shareh.ol'der Proposal·s 

Staff l.egal Bulletin No. 14f (CF) 

Action: Pub1icati"on of CF Staff Le.gal B~lletin 

.Date~ October 18, 2011 

Summary: This staff legal bulletin provides information for companies and 
shareholders regarding Rule 14a·8 und~r the Securities Exchange Act of 
1934. 

Supplementary Information: The statements in this bulletin represent 
the views of the Division of Corporation Finance {the "Division"). This 
butletln Is not a rule, regulation or statement df the Securities and 
E-xehange Commission (the ".Commission"). rl'lrther, the commission has 
nelther approved nor ·disapproved its content. 

Contacts: For further information, please contact the Division's Office of 
Chief Counsel by calling (202) 551-3500 or by submitting a web-based 
request form at https://tts.sec.gov/cg·l·bln/corp_fih_inte.rpretive. 

A. The purpose of this bulletin 

This bullet.In is part of a continuing effort by·the Division to provl9e 
guidance on important Issues arising under Exchang_e Act Rule 14a-8, 
Specifically, this bulletfn contains. information regarding : 

• Brokers and banks that <::o.nstittite "record" holders under Rule 
14a-8(b)(.2)(1) for purposes of ve·r1fylng whether a beneficial owner is 
eligibh~ to submit a proposal under Rule 14a-8; 

• Common errors shareholtlers call avoid when submitting proof of 
ownership to companies; 

• The submis.slon of revised pl"oposals; 

• Procedures for withdrawing no-action requests regarding proposals 
submitted by multiple proponenb~; and 

• The Division's new process for transmitting Rule 14a~8 nb-action 
responses by email. 

You can find additional guidance regarding Rule 14aw8 in the following 
bulle.tins that ar~ available on the Commrssio.n's website : SLB No. 14, SLB 
No. 14A, SLB No. 14B, SLB No. 14C, SLB No. 140 and SLB No. 14E. 

B. The types. of brokers and bank~rthat constitute "record" holders 

Exhibit B " Page 1 



Exhibit A-15

under Rule 14a~S{b)(2)(i) for purposes of verJfylng Whether a 
beneficial owner is eligible to submit a proposal under Rule 14a-8 

t. Eligibility to submit a proposal Qnder Rule 14a ... a 
To be eligible to submit a shareholder proposal, a shareholder must have 
continuously held at least $2,000 in market value, or 1 %1. of the company's 
securiti~ entitled to be voted on the proposal at the shareholder meeting 
for at least one year as of the date the shareholder submits the proposal. 
The shareholder must also -continue to hold the required .amouf'!t of 
securities through the date of the meeting and must provide the company 

with a written statement of intent to do so._: 

The step:; that a shareholder mu~t take to verify his o.r her eligi_bility to 
submit a prop0sal depend oh how the shareholder owns the securities. 
There are two types of secunty· holders in the U.S.: registered owners and 

beneficial owners._: Regi·stered.owners have a direct relationship with the 
issuer because their ownership ·of shares is listed on the records maintained 
by the issuer or its transfer agent .. If a s.hareholder is a registered owner, 
the company can independently confirm that the shareholder's holdings 
satisfy Rule 14a~8(b) 's eligibility requirement. 

The vast majority of investors in shares iss~ed by·u.s. comp~mies, 
however, are beneficial owners, which means that they- hold their securities 
in book-entry form threugh a securities intermediary, such as a broker or a 
bank. Beneficial owners a;re sometimes referred to as "street name" 
h1Jlders. Rule 14a-8(b){2)(i). provid~s that a b~neficial owner can provide 
pr:o~f of ownership to support his dr her eli·gibility to submit a proposal by 
submitting a written statement "from the 'record' hold.er of [the] securities 
(usually a broker or bank)/' v~rifying that, at t.he time the pro!Jqsal was 
submitted, the. shareholder held the required amount of securities 

continuously for at least one year.:_ 

2. The role pf the Depository Trust Company 

Most large U.S. brokers and banks deposit their customers' securities with, 
and hold those securities through, the Depository Trust company ("DTC''), 
a registered clearing agency ading as a securiti.es depository. Such brokers 

and banks are olten referred tb as "part~cipants" ln OTC.~ The name$ of 
these OTC participants, howevsr, do not appear as the registered owners of 
the· securities deposited with OTC on the list of shareholders mait1tained by 
the company or, more typically, by its transfer agent. Rather, DTC's 
nominee, Cede & Co., appears on the shareholder list as the sole registered 
owner of $ecurities deposited with DTC by the DTC participants .. A company 
can request from DTC a "securities positron listing" as of a specified date, 
which identifies the OTC participants having a posltlon In the company's 
securities and the number of -securities held by each OTC participant on that 

date.~ 

3. Brokers and banks that constitute ~'re.cord" holders under Rule 
14a-8(b)(2)(i) for purposes of verifying whether a beneficial 
owner is eligible· to subm.lt a proposal under Rule 14a .. s 

In The Hain Celestia! Gtoup1 Inc. (Oct. 1, 2008), we took the position that 
an introducing brok-€ir could be ·considered a "record" holder for purposes of 
Rule 14a-8(b)(2)(i). An introducing broker is a broker that engages in sales 
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and other activities rnvolving customer contact, such as opening customer 
accounts and accepting customer orders1 but is not permitted to maintain 

custody of customer funds and securities.~ Instead, an introducing broker 
engages another broker, known as a "clearing broker," to hold custody of 
cllent funds and securities, to clear and execute customer trades, and to 
handle other functions such as issuing confirmations of customer trades .and 
custo.mer account statements. Clearing brokers generally are OTC 
participants; introducing brokers generally are not. As introducing brokers 
generalJ.y are not DTC participants, and therefore. typically do not appear on 
bTC's securities positlo·n listing, Hain Celestial has re·qulred companies to 
accept proof of ownership letters from brokerS In cases where, unlike the 
positions of registered QWners and brokers and banks that are DTC 
participants, the company Is unable to verify the positions against its own 
or its transfer agent's records or against DTC's securities position listing. 

In light of questions we have received fol.lo.wing two recent court cas~s 

relating to proof of ownership under Rule 14a-8~ and in light of the 
Commission's discussion of registered and beneficial owners in the Pr.oxy 
Mechanics Concept Release, we have reconsidered our views as to what 
types of brokers and banks should be con?idered "record" holders uhder 
Rule 14a-8(b)(2)(i). Because of the transparency of DTC participants' 
pos1tlons 111 a company~ securities; we will take the view going forward 
that, for Rule 14a-B{b)(2)(i) purp0ses, only OTC participants should be 
vieWed as "record" holders of secunties that are deposited at DTC. As a 
re$ult, we will no tonger follow Hain Celestia/. 

We believe that t:aking this approach as to who constitutes a "record" 
holder for purposes of Rule 14a-8{b)(2)(i) will provide greater certainty to 
beneflci.al owners, and companies. We also note that this approc,1ch is 
consjstent with Exchange Act Rule 12g5-1 and.a 1988 staff no,..actlon letter 

addressing that rule,~ under which brokers and banks that are OTC 
participants are considered to be the record holders of securities on deposit 
with DTC when calculating the number of record holderS for purposes of 
Sections 12(9) and 15(d) of the Exchange Act. 

Companies h~ve .occaslonally expressed the View that, because DTC's 
nominee, cede & Co., appears on the shareholder list as the sole registered 
owner of securities deposited With DTC by the DIC participants, only OTC or 
Cede & Co. should be viewed as the "record'' holder of the securities held 
on deposit at DTC for purposes of Rule. 14a-8(b)(2)(i). We have never 
inte·rpreted the rule to require a shareholder to obtain a proof of ownership 
letter from DiC or Cede & Co., and nothing· in this guidance should be 
construed as changing th~t view. 

How can a shareholder determine whether. his or her broker or bank Is a 
Dre participant? 

Shareholders and companies can confirm whether a particular broker or 
bank is a OTC participant by checking DTC's participant list, which is 
cu.rrently available on the Internet at http://www.<Jtcc.r:.om/rv/media 
/Fil es/Downloa~s/cJient-center/DTC/alph~ .ashx. 

What if a sharehotdet's broker or bank is not oh DTCs participant list? 

The shareholder wlll need to obtain proof of owners flip from the DTC 
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participant through which the securitie~ are held. The shareholder 
should be able to find out who this DTC pa·rticipant Is by asking the 

shareholder's broker or bank.~ 

If the DTC partlclpant knows the shareholder's broker or bank's 
hEJldings, but does not know the shareholder's holdings, a shareholder 
could satisfy .Rule 14a-8(b)(2)(i) by obtaining and submitting two proof 
of ownership statements verifying that, at the time the prop·osal was 
swbmltted, the required amount of securities were continuously held for 
at least one year - one from the sh;::ireholder's broker or bank 
confirming the shareholder's ownership, and the· other from the DTC 
participant confirming the broker or bank's ownership. 

How will the staff process no-action requests that argue for exdvston on 
the basis that the shareholder's proof of ownf3r.ship Is not from a DTC 
participant? 

The staff will grant no-action relief to a company on the basis that the 
shareholder's proof of ownership is not from a DTC particip~.nt only if 
the company's notice of defect describes the requlred proof of ownershtp 
In a manner that is consistent with the guidance contained in this 
bufletln. Und.er Rule 14a-8.(f)(1), the shareholder will have an 
opportunity to obtain the requisite proof of ownership after receiving the 
notice of .defect. 

c. Common errors shareholders can avoid when submitting proof of 
ownership to companies 

In this section, we describe two common errors shatehelders make when 
submitting proof of ownership for purposes· of Rule 14a-8(b)(2), and we 
provide guidance on how to avoid these errors. 

First, Rule 14a-8(b.) requires a shareholder to provide·p-roof of ownership 
that he or she has '"continuously held at least $2,000 in market value, or 
1 %, of the company's securities entitled to be voted an the. proposal at the 
meeting for at least one year bythe date you submit the proposal" 

(emphasis added).10 We note that many proof of ownership letters do not 
sat1sfy this requirement because they do not verify the shareholder's 
beheficial ownership for the entire o.ne-year period preceding and including 
the date the proposal is submitted. In som.e cases, the letter speaks as of a 
date before the date the proposal js submitted, thereby leaving a g~p 
between the date .of the.verification and the date the proposal is submitted, 
In other cases, the letter speaks as of a date a~er the date the proposai 
was· submitted but covers a period of only one year, thus falling to verify 
the shereholder's betleflcial ownership ove-r the required full one-year 
period preceding the date of the proposal's submfsslon. 

Second, many letters fall to confirm continuous ownet'$hip of the securities. 
This can occur when a broker or bank submits a letter that cohflrms the 
shar.ehofder's beneficial ownership only as of .a specified date but omits any 
reference ta continuous ownership for a one"year period. 

We re<::ognize that the requirements of Rule 14a-8.(b) are highly prescriptive 
and can cause inconvenience for shareholders when submitting proposals. 
Although our administration of Rule 14a-B(b.) is constrain.ed by the terms of 
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the rule, we believe that shareholders can avoid the two errors highlighted 
above by arranging to have.their broker or bank provide the required 
verification of ownership as of the date they plan to submit the proposal 
using the following format: 

\\As of (date the proposal is· submitteq], [name of shareholder] 
held, and has held continuously for at least one year, [number of 

securities] shares of [company name) [class of securitles)."11 

As discussed above, a shareholder may also need to provide ·a separate 
·written statement from the OTC participant thr0ugh which the shareholder's 
securities are held if the shareholder's broker or bank is not a OTC 
participant. 

D. The submission of revised proposals 

On occasion, a shareholder will revise a· proposal aft-er submitting it to a 
company. This section addresses quesi:tons· we have received regarding 
revisions to a proposal or suppo.rting statement. 

1. A sh~rehotder submits a timely proposal. Th'e shareholder then 
su~mits i1 revised proposal befo~ the (:Ompany's deadline for 
receiving propo$als. Must the l'.!ompany accept the revisiuns? 

Yes. In this·situation, we believe the revised proposal serves as a 
replacement of the· Initial propo-sal. By submitting a revised proposal, the 
shareholder has effectively withdrawn the initial proposa l. Therefore, the 
shareholder is not in violation of the one-proposal limitation In Rule 

14a-8( c).12 If the company Intends to submit a no~a.ction request, it must 
do so with respect to the revised .proposal. 

We recognize that in Question and Answer E.2 of SLB No. 14, we indicated 
that If :a shareholder ma.kes revisions to a propo-s·at before the company 
submits its no-action reciuest, the company can choose whether to accept 
the revisions. However, this guidance has led some companies to believe 
that, in cases where .shareholders attempt to make changes to an initial 
proposal, the company is free to ignore such revisions even if the revised 
proposal is submitted before the companyis deadline for reteiving 
shareholder proposals. We are revising our guidance on this issue to make 

clear that a company may not ignore ·a revised proposal In this situation.13 

2. A shareholder submits a timely proposaJ. After the deadline for 
receiving proposals, the shareho.lder submits a revised proposal. 
Mu5t the company accept the revisi.ons? 

No. If a shareholder submits reVisions to a proposal after the deadline for 
receiving proposatg under Rule 14a~8(e), the company Is not required to 
accept the revisions. However, if the company does not accept the 
revisions, it must treat the revised proposal as a second proposal and 
submit a notice stating its intention tp exclude the revised proposal, as 
required by Rule 14a-8(j). The company's notice may cite Rule 14CJ-8(e) as 
the reason for excluding the revised proposal. If the company does not 
accept the revis1ons and Intends to exclude the initial proposal, it would 
also nee.ct to submit its reasons for -excluding the initial proposal. 

3 •. If a shareholder subrnits a revised prop.osal, as of which dale 
must: the shareho.lder prove his or her sh~re ownership? 
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A shareholder must prove· ownership as of the date the original proposal is 

submitted. When the Commission has discussed revisions to proposal.s., 14 it 
has not su.ggest.ed that a revision triggers a requireme·nt to provide proof of 
ownership a second time. As outlined in Rule 14a-8(b}, proving ownership 
includes providing a written statement that the -shareholder intends to 
Gontinue to hold the se~ur:itles through the date Qf the sh~reholder meeting. 
Rule 14a-8{f)(.2) prov!des:that if the shareholder "fi'.iils in [his 0r her] 
promise to hold the required n·umber of securities through the date of the 
meeting of shareholders; then the company will be permitted to exdud·e all 
of [the same shareholder's] proposals from Its proxy ma.terials for any 
meeting held in the foll.owing two calendar years." With these provisions In 
mind, we do. not interpret Rule 14a-8 as· requiring additional proof of 

ownershlp when a shareh-atd·er submits a revised proposal.15 . 

E. Procedures for withdrawing no-action requests for proposals 
~ubmitted by multiple proponents 

We have previously addressed the reqUirements for withdrawing a Rule 
14a- 8 no~actlon request in SLB Nos. 14 and 14C. SLB No. 14 notes that a 
company should include with a withdrawal lett.er documentation 
demonstrating that a shareholder has withdrawn the proposal. In cases 
where a proposal submitted by mwltiple shareholders is withdrawn, SLB No. 
14C states that, if each shareholder has designated a lead individual t.o act 
on it:s behalf and the company is able to demonstrate that the indiVidual is 
authorized to act on behalf of a.II of the proponents, the company need only 
provide a letter from that lead Individual Indicating that the lead ll"ldMduar 
is withdrawing the proposal on behalf of all of the proponents. 

Because there Is no relief granted by the staff in cases where a no-action 
request Is withdrawn followlng the withdrawal ofthe rel~ted proposal, we 
recognize that the threshold for withdrawln9 a no~actlon request need not 
be overly burdensome. Going- forwa·rd, we will process a withdrawal request 
if the company ~rovides a letter fro·m the lead flier that includes a 
representation that the lead filer is authorized to withdraw the propesal on 

behalf of each proponent identified in the company1s no·action request. 16 

F. Use of email to transmit our Rule 14a-s no-action responses to 
c::ompanres and p:roponents 

To date1 the Division has trahsrrl'ltted coples of our Rule 14a-8 no-action 
responses, Jncludlng copies of the correspondence we nave received in 
connection with such requests, by u .. s. mail to compc;mies ~md .proponents. 
We also post our response and the related corresponpence to the 
Commission's website shortly after issuance of our response. 

In order to accelerate delivery of staff responses to companies and 
proponents, and to reduce out copying and postage costs, going forward, 
we intend to transmit our Rule 14a-8 no-action responses by email to 
companies and proponents. We therefore encourage both companies and 
proponents to mctude email contact Information in any correspondence to 
ea.ch other and to us. We wilf use U.S. mail to transmit our no~actlon 
response· to any company·.or propon.Mt.for Which we do not have,emall 
contact -informati0n. 

Given the availability of our responses and the r~lated correspondence on 
the Commission's website and the requirement under Rule 14a~s for 
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companies and ·p·rop<'ments to copy each other on correspondence 
submitted to the Commission, we. believe it is unnecessary to transmit 
copies of the. ·related correspondence along with our no-action response. 
Therefore, we intend to transmit only our staff response and not the 
correspondence we receive from the parties. We will continue to post to the 
Commission·'s website copies of this correspondence at the same time that 
we post our staff no-action response. 

~See Rule 14a-8(b) . 

.: for an explanati911 of the types of share ownership in the U.S., see 
Concept Release on U.S. Proxy System, Relea~e No. 34•62495 (July 14, 
2010) [75 FR 4?9$2] ("Proxy Mechanics Concept Release"), at Section II.A. 
The term "beneficial owner" does not have a uniform meaning under the 
federal securiti·es laws. It has a different meaning in this bulletin as 
~ompared·t.o "beneficial owner" and "beneficial ownership'' in Sectfons 13 
and 16 of the Exchange Act. our use of the term in this bulletin is not 
intended to suggest that registered owners are not beneflclal owners for 
purposes of those Exchange Act provisions. See Propo.sed Amendments to 
Rule 14a-8 under the Securities Exchange Act of 1934 Relating to Proposals 
by si=curfty Holders, Release No. 34·12598 (July 7, 1976) (41 FR 299.82],. 
at n.2 ("The term 'beneficial owner' when used in the context of the proxy 
rule$, and in light of .the purposes of those rules, may be Interpreted fo 
have a broader me~ning. th~n It would for certain other purpose[s] under 
the federal securities laws, such as reporting pursuant to the Williams 
A.<;t. "). 

_: If a shareholder has flied a 5chedute BD, Schedule 13G, Form 3, Form 4 
or Form 5 reflecting ownership afthe required amount of shares, the 
shareholder tnay Instead prove ownership by submittlng a copy of such 
filings and providing the additional information that Is destribed in Rule 
14a-8(b)(2)(ii). 

~ OTC holds the deposited securities in "ft.mgfble bulk," meaning that .there 
are no specifically identifiable shares directly owned by the DTC 
~rticipants. Rather, each CTC participan~ holds a pro ra.ta ihtere.st or 
position In the aggregate number of snares .of a particular issuer held at 
DTC, Correspondingly, each customet of a OTC participant - suGh as an 
individual investor - owns a pr.o rata interest lil the shares in which the DTC 
participant has a pro r~ta inte.rest. See Proxy Mechanics Concept Release, 
at Section II.B.2.a. 

: See E}<.chan.ge Act Rule 17Ad-8. 

~See Net capital Rule, Release No. 34-31511 (Nov. 24, 1992) [57 FR 
56973) {'1Net Capital Rule Release"), at Section II.C. 

?... See KBR Inc. v. Che.ve.dden, Civil Action No. H-11-0196, 2011 U.S. Dist. 
LEXIS 36431, 2011WL146.3611 (S.D. Tex. Apr. 4, 2011); Apache Corp. v. 
Chevedden/ 696 F. Supp. 2d 723 (.S.D. Tex. 2010). In b9th cases, the court 
concluded that a. securities Intermediary w;;is not a record holder for 
purposes of Rule 14a-8(b) because it did not appear on a list of the 
company's non~objectlng benefa:ial owners- or on any ore s.ecurities 
position listing, nor was the Intermediary a OTC participant. 
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8 _ Techne Corp. (Sept. 20, 1988). 

: In addition, if the shareholder's broker is an introducing broker, the 
shareholder's account statements should Include the clearf'ng broker's 
identity and telephone number. See Net Capital Rule Release, at Section 
II.C.(iii). The clearing broker will generally be a DTC participant. 

1° For purposes of Rule 14a.-.8(b), the submissi.oii date of a proposal will 
generally precede tne company's receipt date of the proposal, absent the 
use of .eiectronlc or other mea.ns of same-day dellvery. 

:_:This format.ls accept(llJle for purppses of Rule· 14a-8(b), but it is nqt 
mandatory or exclusive. 

12 As such, it is not appropriate for a company to send a notice of defect for 
multiple proposals under Rule 14a .. 8(c) upon- r~ceiving a revised prop.osal. 

13 This position will apply to all proposals submitted after an Initial proposal 
but before the company's deadline for receiving proposals, n:?gardless t>f 
whether tj)ey are explicitly labeled as "revisions" to an Initial proposal, 
unless the shareholder affirmatively Indicates an Intent to submit a second, 
addtt/Qnal prqpos·al for lnch,1slon in the company's proxy materials. In that 
case, the company must send the $hareholder a notice of defect pursuant 
to Rule 14a-8(f)(1) If it Intends to exciude either proposal from it? proxy 
materials in reliance on Rule 14a-S(c). In light of this guidance, with 
respect to proposals or revisions received before a company's deadline for 
submission, we will no longer follow Layne Christensen Co. {Ma.r. 21, 2011) 
and other prior staff no~actlon letters in which we took the vlew that a 
proposal would violate th.e Ftule 14a-8(c) one-proposal limitation if such 
proposal Is submitted to a company after the company has elther submitted 
a Rule 14a-8 no-action request to exclude an earlier proposal submitted by 
t he same proponent or notified the proponent that the earlier proposal was 
exdudaQle under the rule. 

14 See, e.g .. 1 Ad9ption of Amendments Relating to Proposals by Security 
Holders, Release No. 34-12999 (Nov. 221 1976) [41 FR 52994]. 

15 Because the relevant date for proving ownership under Rule 14a-8(b) is 
the date the proposal is submitted, a proponent who does not adequately 
prove ownership in connection with a proposal is not permitted to submit 
another proposal for the same m.eetin9 on a later d~te. 

16 Noth.ing in this staff position has any effect on the status of any 
shareholder pro.posal that ls not withdrawn by the proponent" or Its 
authorized representative. 

http://www.sec.gov/interps/legal/cfslb14f.htm 
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EXHIBIT C 

Home I Previous Page 

.S. Securities and Exe cm9c Cornmissio 

Division of Corporation Finance 
SecuritJes and E·xchange Comrnission 

Shareholder Proposals 

Staff Legal Bulletin No. 14G (CF) 

Action: Publication of CF Staff Legal Bulletin 

Date: October 16, 2012 

Summary:·This staff legal bulletin provides information for companies and 
s.h~reho.lders regarding Ru.le 14a-8 under the securities Ex.change Act of 
1934. 

Supplementary Informatiori: The $tatements in this bulletin represeh.t 
the views of the Di\iision of Corporation Finance (.the "Division"). This 
bulletin Is not a rule, regulation or statement of the Securities and 
Exchange Commission (the "Cornmis5ion''). F'utther, the Commission has 
neither approved nor disapprov.ed its content. 

Contacts: For further information, please contact the Division's Office of 
Chief Counsel by calling (202) 551-3500 or by submitting a web-based 
request form at https :/ /tts.sec.gov /cgi-bin/corp_fin_interpretive. 

A. The purpose of this bulletin 

This bulletln i.s part of" a. continuing effort by the Division to provide 
guidance on important issues arising under Exchange Act Rule 14a-8. 
Speclflcally, thfs bulletin contains Jnforrnatlon regarding: 

• the parties that c:an provide proof of o.wnershlp under Rule 14a~S(b) 
(2)(i) for purposes of verifying whether a beneficial owner is eligible 
to submit a proposal under Rule 14a-Si 

• the manner in which companies should notify proponents of a failure 
to provide proof of ownership for the one-year period required. under 
Rule 14a-8(b)(1); and 

• the use of wel:>site references in proposals and supporting 
statements. 

You can find additional guidance regarding Rule 14a-8 in the following 
bulletins that are available on the Commission's website: SLB No .• :t4, SLB 
No, 14A1 SLB No. 14~, SLB No. l4C, SLB No. 14D1 SLB No. 14£2 and SLB 
No. 14F. 

B. Parties that tan provide proof of ownership under Rule l.4a-B(b) 
(2)(1) for purposes ·of v.erifying whether a beneficial owner Is 
eligible to submit a proposal under Rufe 14a~s 
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1. s·ufficiency of p.roof of owhership letters provided by 
affiliates of DTC partidpi;lnts for purpo.ses of Rule 14a-S(b) 
(2}(i) 

To be eligible to submit a proposal under Rule 14a-8, a shareholder must, 
among other things, provide dpcument_atj·on ·evidencing that the 
shareholder has continuously held at least $2,000 ln m.arket v.alue, or 1 %, 
of the company's securities entitled to be voted on the ·proposal at the 
shareholder meeting· for at least one· year as of the date the. shareholder 
submits the pro,posal. If the shareholder rs a beneficial owner of the 
se·curities, which means that the securities are held in book-entry form 
through a securities Intermediary, Rule 14a-8{b)(2)(i) provides that this 
documentation can be in the form of a "writtf!n statement frorn the 'record' 
holder of your securities (usually a broker or bank) .... " 

In SLB No. 14F, the Division described its view :that only secwrit.ies 
intermediaries that are participants in the Depository Trust Company 
(''DTC") shou.ld be viewed as "record" holder~ of securities that are 
deposited at DTC for purposes of Rule 14a-8(b)(.2)(1). Therefore, a 
beneficial owner must obtain .a proof of own~rship letter from the OTC 
participant through which Its securities ar~ held at OTC in order to satisfy 
the proof of ownership requirements in Rule 14a-s. 

During the most recent proxy season, some companies question~d the 
sufficiency of proof of ownership letters from entities that were not 

themselves DTC partl'clpants, but were affiHates of DTC participants.1 By 
virtue of the affiliate. relationsh1p, we believe that a securities intermediary 
holding shares thmugh its affiliated DTC participant should be in a position 
to 'Verify its customers' ownership of securities. Accordingly, we are of the 
view that, for purposes of Rule 14a-8(b)(2)(1), a proof of ownership letter 
from an a.ffiliat~ of a DTC participant satisfies the requireme·nt to provide a 
proof of ownership letter from a DTC partiGlpant, 

2. Ad~quacy of prQof of owner5hlp letters frorn securitie5 
intermediaries that are not brokers or banks 

We understand that there are clrcumstanc~ in which securlti.es 
intermediaries that are not bro~ers or banks maintafn securities accounts In 
the ordinary course of their business. A shareholder who holds securities. 
through a securities Intermediary that is not a .broker Cir bank can satisfy 
Rule 14a~8's documentation requirement' by submitting a proof of 

ownership letter from that securities . intermediary •2 If the securities 
Intermediary is not a DTC participant or an affiliate of a DTC participant, 
then the shareholder will also need to obtain a pro-of of ownership letter 
from. the DTC participant or an affiliate of a DTC participant that can verify 
the holdings of the securities intermediary. 

c. Manner ir'I which C'ompal'lies should notify proponents of a failure 
tQ .PYovide proof of ow:nership for the Ol't.e•year. perio~ required 
under Rule l4a-8(b)(1) 

As discussed in Section c; of SLB No. 14F, a common ettor in proof of 
ownershtp letters is that they do not verify a proponent's beneficial 
ovmership for the entire one-year period preced,in·g and including the date 
the proposal was submitted, as required by Rule 14a~8(b)(l). ln some 
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cases, the letter speaks as of a date before the date the proposal was 
submitted, thereby leaving a gap between the date of verification and the 
date the proposal was submitted. In other cases, the letter speaks as of a 
date after the· date the propos~I was submitted but covers a pe·riod of only 
one year, thus failing to verify the proponent's beneficial ·ownership over 
the required fu ll one-yecir :period preceding the date of the proposal's 
submission. 

Under Rule 14a~8(f) 1 If a prop<ment falls to follow one of the eligibility or 
procedural requirements of the ·rule, a company may exclude the proposal 
only if It notifies the proponent of the defect and the proponent fells to 
correct it. In SLB No. 14 and SLB No. 14B, we explained th-at companies 
should provide .adiaq.uate det~ll ab0u:t whc;it a proponent must do to remedy 
all eH.gibility or procedural oefects. 

We are concerned that-companies' notices of defect are not adequately 
describing the qef~ets. or explaining what a proponent must do to remedy 
(lefects In proof of ownership letters. For example, some companies' notices 
of defect make no mention of the gap in the period of ownership covered by 
the proponent's proof of ownership letter ot other specific deficiencies that 
the company has Identified. We do not belfeve that such notices of defect 
serve the purpose of Rule 14a-8(f). 

Accordingly, going forward, we will not concur 1n·the exclusion of a proposal 
under Rules 14a-8(b) and 14a·8(f) on the basis that a propone·nt's proof of 
ownership does not ¢over the one-year period precedlng and Including the 
date the proposal is submitted unless the company provides a· notice of 
defect that identifies the.specific date on which fhe proposal was submitted 
and explains that the proponent must obtain a new proof of ownership 
letter verifying continuous ownership of the requisite amount of securities 
for t he or.ie~year period preceding anci including such date to cure the 
defect. We view the proposal's· date of submission as the date the proposal 
ls postmarked or transmitted electronically. Identifying in the notice of 
defect the specific date on which the proposal was submitted will help a 
proponent better understand how to remedy the defects described above 
and will be particularly helpfu'I in those instances in which it may pe difficult 
for a prQ.ponent to determine the date of submission, al!ch as when the 
proposal is not postmarked on the same day ·it is placed in the mail . In 
addition, camp·anies should include copies of the. postmark or evidence of 
electronic transmission with their no-acticm requests. 

D. Use of website addresses i·n pro}>O$als and supporting 
statements 

Recently, a number of proponents have included in their proposals or in 
their supporting statements the addresses to websites that provide more 
informat:ion about their prbposals. In some cases, compa·nies have sought 
to exclude either the website address or the .entire proposal clue to the 
reference to the· website address. 

In SLB No. 141 we exple1ned that a reference to a website address in a 
proposal does not raise the toncerns adc;ir'E!ssed by the soo~word limitation 
in Rule 14a,-8(d). We continue ta be of th!s view ·and, accordingly, we will 
continue to count a web.site addre~s as on~ word for purposes of Rule 
14a-8(d). To the extent that the company seeks the exclusion of a website 
reference In a propos·al; but not the proposal itself, we will continue to 
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follow the guidance stated in SLB No. 14, which provides· that references to 
website addresses in proposals or supporting statements. c:;-ould be subject 
to exclusion under Ru'fe 14a-8(i)(3) if the information contained on the 
website is materially false or misleading, irrelevant to the subject matter of 
the proposal or otherwise in contravention of the proxy rules, including Rule 

14a'-9 . .3. 

In light of the growing interest In includlng references to website addresses 
in proposals and supporting statements, we are providing additional 
gui'Clanc.e. pn the .appropriate ase of web.sit~ addresses In proposals and 

supporting statements.,!l. 

1. References to website addr4!sses in a proposal or supporting 
stat(!ment and Rule 14a ... ~(i)(3) 

References to websites In a proposal or supporting statement may raise 
concerns under Rule 14a-8(i.)(3). In SLB No. 148, we stated that the 
exclusion of a proposal under Rule 14a-8(i)(3) as vague and indefinite may 
be appropriate If neither the shareholders voting on the pro1l'oS.al, nor the 
company in implementing the proposal (if adopted), would be able to 
determine with any reasonable certainty exactly what actions or measures 
the proposal requires. In evaluating whether a proposal may be excluded 
on thls basls, we consider only the informatlon .c;;onteined in the proposal 
and suppo·rting statement and determine whether, based on that 
Information, shareholders and the company can determine what actions the. 
proposal seeks. 

If a proposal or supporting statement refers to a website that provides 
Information necessary for shareholders and the company to understand 
with reasonable certainty exactly what actions or measures the proposal 
requires; and such information is not also contained in the proposal or in 
the supporting statement, then we believe the proposal would raise 
qmcerns 1,mQer Rule :JAa-9 and would be subject to excl!.J~lon under Rule 
14a-8(i)(3) as vague and indefinite. By contrast, If shareholders and the 
company can understand with reasonable certainty exactly what actions or 
measures the prop9sal requires without reviewing the information provided 
on the website, then we believe that the proposal Wo1Jld not be subject to 
exclusion under Rule 14a-8(l)(3) on the basis of the reference to the 
website address. In this case, the Information on the website only 
supplement$ the lnformat1on contained irt the proposal and in the 
supporting statem~nt. 

2. Providing the c:ompeiriY With the materials that will be 
published on the referenced website 

We recognize that If a proposal references a website that is not operational 
at the time the proposal is submitted, .it will be irnpqssible for a company or 
the staff to evaluate whether the website reference may be excluded. In 
our view, a reference to a non~operatlonaf website in a. proposal or 
supporting statement could .be excluded under Rule 14a-8(i){3) as 
irrelevant to the subject matter of a proposal. We understand, however, 
that a prop·onent may wish to Include a refer.ence to a website. contatnlng 
information related to the proposal but wait to activate the website until it 
becomes clear that the prop.osal will be included in the company's proxy 
materials. Therefore, we will not cof'lcur that a reference to a website may 
be excluded as irrelevant under Rule 14a-8(i)(3) on the .basis that it Is not 
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yet operational if the proponent, at the time the proposal is submitted, 
provides the company with the ma.terlals that are intend.ed for publication 
on the website and a representation that the website will become 
operational at, or prior to, the time the company files its definitive proxy 
materials. 

3. Potentiat iSsues that may arise if the content of a 
referenced website chang·es after the proposal is submitted 

To the exte.ntthe information on a website cha.ng·es alter submiss1on of a 
proposal and the company b.elieves the revised information renders the 
website reference excludable under Rule 14a-8, a company seeking our 
concurrence that the website reference may be excluded most submit a 
letter presenting Its.reasons for doing so. While Rule 14a-8(j) requires a 
company to submit its reasons for exclusion wjth the Commission no later 
than 80 calt:ndar days before it files its definitive proxy materials, we may 
conC1Jr that the changes to the referenced website c;::onstitute "gopd cause" 
for th~ company to file its reasons for excluping the website reference a"fter 
the· 80-day deadline a.nd grant the company's re-quest that the 80-day 
requirement be waived • 

.l An entity Is an "affiliate" of a OTC participant if such entify directly, or 
indirectly through one or more lnt~rmedlaries, controls or is controlled by, 
or is under common control wlth, the OTC participant. 

2 Rule 14a-8(b)(2)(i) itself acknowledges that the record holder is "usually," 
but not always, a broker or bank. 

3 Rule 14ap9 prohibits statements in proxy materials which, at the time and 
in the light of the circumstances under whioh they ·are made, are false or 
misleading with respect to any material fact, or whk:h omit to state any 
material fact necessary in order to make the statements not false or 
misleading. 

1 A website that provides more information about a shareholder proposal 
may constitute a proxy solicitatlon under the proxy rules. Accordingly, we 
remind shareholders who elect to Include website addresses In their 
proj:>osals to comply with all applicable rules _regarc:jing proxy solicitations. 

http://www.sec.gov/lnterps/legaVcfslb14g.htm 
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Sent: Monday, November 9, 2015 4:15 PM 
To : Tsip is, Const antine {Dean) E <tsip isc@rjrt.com> 
Cc: Folan, McDara {Dara) Ill <FOLANM@RJRT.com> 
Subject: Re : RAI Shareholder Proposa l 

Dean-

Thank you for leaving me a voicemail about the procedural defect in the shareholder proposal I submitted. I have attached a letter from TD Ameritrade documenting my 
continuous O\vnerslllp of a sufficient number of shares of Reynolds American Inc. as of October 23, 2015. The letter contains the exact language of Staff Legal Bulletin No. 14F and 
should cure the procedural defect you brought to my attention. 

-Ion 

On Mon, N ov 9, 2015 at 1:07 PM Tsipis, Constantine (Dean) E <tsipisc@rjrt.com> wrote: 

Dear Dr. Kalodimos, 
Thank you for your letter to Reynolds American Inc. dated October 23, 2015 containing a shareholder proposal. Your letter was received on October 27, 2015. 
Unfortunately, we identified a deficiency that unless corrected will render your proposal ineligible for consideration at our 2016 annual meeting of shareholders. The 
attached letter describes that deficiency and explains how you can correct it . We also have sent this letter to you in hardcopy via overnight courier. Feel free to reach 
out to me with any questions. 
Sincerely, 
Dean Tsipis 

Dean E. Tsipis 
Managing Counsel - Corporate and Securities 
Director - Office of Ethics end Compliance 

an affiliate of Reynolds American Inc. 

401 N. Main Street 
Winston-Salem, NC 27101 



200 South 108th Ave,                          
Omaha, NE 68154 www.tdameritrade.com 

October 29, 2015 

 

Jonathan Anthony Kalodimos            

Re: Your TD Ameritrade account ending in 

Dear Jonathan Anthony Kalodimos, 

 
Thank you for allowing me to assist you today. As you requested, I am writing to provide you an 
ownership letter. 
 
As of October 23, 2015, Jonathan Kalodimos held, and has held continuously for at least one year, 82 
shares of Reynolds American Inc. common stock in his account ending in at TD Ameritrade. The 
DTC clearinghouse number for TD Ameritrade is 0188. 
 
If we can be of any further assistance, please let us know. Just log in to your account and go to the 
Message Center to write us. You can also call Client Services at 800-669-3900. We're available 24 hours 
a day, seven days a week.  
 
Sincerely, 
 
 
 
 
Michael Poole 
Resource Specialist 
TD Ameritrade 
 
This information is furnished as part of a general information service and TD Ameritrade shall not be liable for any damages arising 
out of any inaccuracy in the information. Because this information may differ from your TD Ameritrade monthly statement, you 
should rely only on the TD Ameritrade monthly statement as the official record of your TD Ameritrade account. 

Market volatility, volume, and system availability may delay account access and trade executions. 

TD Ameritrade, Inc., member FINRA/SIPC (www.finra.org, www.sipc.org). TD Ameritrade is a trademark jointly owned by TD 
Ameritrade IP Company, Inc. and The Toronto-Dominion Bank. © 2015 TD Ameritrade IP Company, Inc. All rights reserved. Used 
with permission. 
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