
 
 

 
 
  

 
      

 
           

 

 
 

 

 
 

 
 

 

 

 

 

 
 

   
  

 
 

  

  

 

 

 

 

   
 

 
  

 
 

 

 

 

 
  

 
 

SANTA MONICA PARTNERS, L.P. 
Founded 1982 

1865 Palmer Avenue 
Larchmont, New York 10538 

Tel. 914.833.0875 Fax 914.833.1068 

ljg@smplp.com 

March 30, 2009 

Ms. Elizabeth M. Murphy 
Secretary 
U.S. Securities and Exchange Commission 
100 F Street, N.E.; Room 10900 
Washington, D.C.  20549 

Dear Ms. Murphy: 

It is the proxy season now. Proxy statements and shareholder voting ballots are beginning to arrive in our mailboxes 
daily. Corporations in which we are shareholders are actively soliciting our vote and the votes of all shareholders.  

The strange thing is all of these corporations which are sending shareholders these voting documents don't know us from 
a hole in the wall. They do not know our names and addresses or even how many shares we own. The reason for this of 
course is that our shares, and probably 90% of the shares of all American corporations, are held for all of us by 
brokerage firms, and our brokerage firms hold all of its clients’ shares in the name of its nominee Cede. 

Corporations count only our broker as a “holder of record.” Oddly enough while the corporations I am invested in, and 
which are seeking to have me mark my voting preferences and return the ballot with my vote, do not count me, or the 
scores, or hundreds, or thousands of other shareholder clients of my broker as a “shareholder” under Sections 12(g) and 
15 (d) of the Exchange Act.  

Guess what? If a company can attest to the fact that it has fewer than 300 holders of record it doesn't have to send  
proxy material or ask me to vote anymore because as you know under sections 12(g) and 15(d) of the Exchange Act a 
reporting company may stop filing reports and other materials with the Commission when the company’s securities are 
"held of record" by less than 300 persons. Companies certifying this deregister and “go dark.” 

How does this make any sense: the corporation doesn't look-through my broker and count me as a shareholder, yet it 
indirectly asks me to vote?   

My broker is no longer willing to hold stock certificates and I certainly do not wish to be bothered safeguarding and 
mailing them either. However, just because I and all my fellow beneficial  shareholders leave our shares with a custodian 
broker who aggregates them digitally with the shares of other beneficial holders should be irrelevant to SEC policy 
making. Shouldn’t it? 

Last week, Chairman Mary L. Schapiro, in testimony before Congress said “Some of our rules regulating financial 
intermediaries need to be modernized.” 

Sections 12(g) and 15(d) of the Exchange Act is one set of rules which needs to be modernized at once so that all 
beneficial shareholders can be counted the same as holders of record, and so that the flow of timely, reliable and 
accurate information to shareholders will not be turned off. 

Will you do so please? 

Thank you. 

Warmly, 

Lawrence J. Goldstein 

Stocks Overlooked or Ignored by Otherwise Intelligent Investors® 



 
 

 
 
   

 
      

 
          

 

 
 

 

 
 
 

 
 

 

 

 

 
   

 
  

 
 

   
   

 

 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
    

 

 

SANTA MONICA PARTNERS, L.P. 
Founded 1982 

1865 Palmer Avenue 
Larchmont, New York 10538 

Tel. 914.833.0875 Fax 914.833.1068 

ljg@smplp.com www.smplp.com 

February 25, 2009 

Ms. Elizabeth M. Murphy 
Secretary 
Securities and Exchange Commission 
100 F Street, N.E.; Room 10900 
Washington, D.C. 20549 

Dear Ms. Murphy: 

I write to follow up my letter to you yesterday, February 24, 2009,  in order to provide additional information, 
facts and perspective with respect to the issues created by the SEC definition of  “shareholder” being 
“shareholder of record” and not  “beneficial shareholder.” 

I am not a Johnny come lately to this issue and the problems it has caused investors. Nineteen years have now 
elapsed since I first brought this very same matter to the attention of the Commission.  

I brought the matter and its negative impact to the attention of the then Chairman of the SEC, Richard Breedon, 
in a letter I wrote on March 28, 1990. I waited over two months without any response. A type of  reaction from 
the SEC which we unfortunately have seen continue as the SEC norm with the previous administration – need I 
say anything more than “Madoff” or “Harry Markopolos?” -- and the reason we now bring this issue up once 
again, and with great hope for a change, given the new  SEC Chairman, new commissioners and new staff.  

After a while I realized I was getting bed bug treatment responses and I brought all of the above, in the spring of 
1990, nearly nineteen years ago, to the attention of my Congresswoman Nita Lowey who then called the matter 
to the attention of then Chairman of the Committee on Energy and Commerce, John D. Dingell. Chairman 
Dingell in turn brought the matter to the attention of the SEC Chairman Richard Breedon, who in turn I presume 
handed the issue and all my correspondence over to  E.T. That is to SEC Associate Director Ms. Mary E.T. 
Beech. 

In May 1990 I had also started writing to Ms. Mary E. T. Beech. Today long after the still popular 1982 Spielberg 
hit film E.T. the Extra-Terrestrial “E.T. I am inclined to ask the famous question posed in that film, “E T where are 
you?” (Smile) since her last correspondence to me was June 15, 1990 when she wrote “your suggestions will be 
given consideration by this Division and will not be forgotten as we move forward with our responsibility to 
ensure full and adequate disclosure pursuant to the federal securities laws.” 

Please see the attached scanned “Letters to and from SEC 1990 PDF” – there was no computer, no email and 
no website inexistence to post on back in 1990 -- with key correspondence of Chairman Breedon, Chairman 
Dingell, Mary E. T. Beech and myself.  

I am a patient man but have finally concluded after waiting nearly twenty years, I was in fact “forgotten” and the 
Commission has not felt any “responsibility to ensure full and adequate disclosure” to the fullest possible extent 
which means recognizing that companies having more than 300 beneficial shareholders have been allowed to 
go dark because a stockholder is defined as one of record and not one which is beneficial. But hope springs 
eternal in me. And so I have decided to write to the Commission once again. 

Along with many other investors, we have been victimized by a very troubling trend which began in the nineteen 
eighties, accelerated in the nineteen nineties and in the twenty-first century spurred on by the July 30, 2002 
passages of Sarbanes Oxley (SOX) has progressed even further to the detriment of public shareholders. Please 
see our November 1, 2002 letter to Mr. Jonathan G. Katz, SEC at 
http://sec.gov/rules/proposed/s74002/ljgoldstein1.txt. 
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Page 2 of 2 

The Problem Persists and Worsens 
As I mentioned yesterday, I am hopeful that today you will take up the same issue about the definition of 
“shareholder” in order to remedy, indeed to protect shareholders from the damage that companies going dark 
cause them. Today, after well over twenty years of no change, shareholders in all too many companies have 
been and continue to be disenfranchised as many “darkened companies” no longer issue proxies or hold annual 
meetings and the owners no longer receive quarterly or even annual reports. Moreover, proxies are no longer 
issued nor is such basic information such as the names of the management and the board of directors and their 
shareholdings and compensation revealed. Shareholders are also denied all the other usual and normal 
information they received about the companies in the past such as media interviews, conference calls or even 
mere financial press releases. 

We repeatedly have warned the SEC of all the damage that would result to shareholders as more and more 
companies “go dark” and that would and indeed has resulted merely from the use of computers and the advent 
of digital record keeping which was going to sweep through the investment community. Digitalization meant 
brokerage firms would no longer hold stock certificates and would therefore no longer hold securities in any but 
one main nominee name thereby reducing the number of beneficial holders to a far smaller number of record 
holders. The significance of this of course was as described above that the SEC defined shareholder as a 
record holder and not a beneficial holder and so by SEC definition companies could claim far fewer 
shareholders despite no change in the actual number of real owners i.e. the beneficial shareholders.  

Today shareholders have found there is additional cost if they want to become shareholders of record. Brokers 
and DTC now make material charges if a client (beneficial owner) requests a stock certificate. Some brokers 
have even erroneously told me it is no longer possible to obtain stock certificates. 

Let's see how it works. If a company has 500 shareholders with stock held at a handful of -- say 25 brokerage 
firms -- and 10 shareholders with certificates in their names, they are relieved from reporting requirements as 
under the regulations there are only 35 holders of record. Commencing January 1, 2009 the Depository Trust 
Company and its broker members have made it even more difficult for shareholders to register stock in their 
own names. A person buying stock and having it put into his/her name is almost an extinct practice at this point. 
Some firms now charge $100 (I was just informed that Goldman Sachs has a $200 charge) to register stock 
assuming they will even do it at all. Therefore, hundreds, and perhaps thousands, of public companies have 
escaped SEC regulation and "gone private", the so called ”gone dark”, even though they have many hundreds 
of shareholders and in fact have more than 300 beneficial shareholders -- the level below which they are 
permitted to de-register from the SEC -- strictly due to the disenfranchising enabling technicality of counting a 
”shareholder” as one which is “of record” and excluding all the “beneficial shareholders” who are the 
corporations owners.  

My suggestion nineteen years ago was to remedy the damage real and potential with the stroke of the pen by 
merely substituting “beneficial” for “record” in defining “shareholder.” I urged the SEC to merely make a one 
word change in its definition. The SEC has for decades now refused and we have since seen and suffered all 
the damage that has occurred in the last twenty years and is ongoing as we speak. I again urge you to do the 
right thing and make the appropriate change now today. Change record holders to beneficial holder or direct 
nominees to look all the way through brokers and others for whom they hold stocks and bonds too, to the 
beneficial owners. 

Thank you very much for your prompt attention to this very important matter. 

By all means please call me please call me to discuss further or if you have any questions. I will very much 
appreciate hearing from you 

Warmly, 

Lawrence J. Goldstein 
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