
MEMORANDUM


September 4, 2008 

TO: File No. S7-28-07 

FROM: Sanjay Lamba 
Office of Disclosure Regulation 
Division of Investment Management 

RE: Meeting with Representatives of Addison Concerning Disclosure Reform 
Proposal 

On August 28, 2008, Andrew Donohue, Susan Nash, Mark Uyeda, Jennifer 
McHugh, Kieran Brown, Sanjay Lamba, and Devin Sullivan, of the Division of 
Investment Management, and Mary Head and Stephanie Gruber-Fried, of the Office of 
Investor Education and Advocacy, met with Madeleine Yates and Gordon Akwera, of 
Addison to discuss the above-referenced proposal.  In particular, the representatives of 
Addison discussed matters related to the content and design of summary prospectuses. 

A copy of the slide presentation given by representatives of Addison is attached to 
this memorandum. 



Overcoming Barriers to Prospectus Delivery 


August 28, 2008 



Agenda 

Introductions 

About Addison 

Summary Prospectus 

•Issues 

•Recommendations


| 2




addison
about us




Addison 

Founded in 1962 

60+ people in New York 

Core practices in: 

•Branding 

•Stakeholder Communications


•Simplification 
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SHARED EXPERTISE
plain English writing

user-centric information design
deep awareness of regulatory environment

Addison Practices


Branding 
• brand evaluation


• brand strategy 

• naming 

• brand identity 

• brand architecture


Stakeholder 
Communications 
• messaging strategy 

• annual reports 

• corporate 
responsibility reports 

• sales & marketing 
collateral 

• interactive design 

• environmental design


Simplification 
• communications 

audits & architecture 

• financial statements 

& other reporting


• onboarding analysis & 
welcome kits 

• advisor tools 

• prospectus 
simplification 

Shared expertise: user-centric information design, 
plain English writing, interactive media and a 
deep awareness of the regulatory environment 
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Credentials 

Gordon Akwera 

•8 years at Addison, Creative Director, Information Design 

• Focus on simplifying the display of required information for financial services,
insurance and health care communications 

• Led ground breaking effort to develop executive compensation financial report 
improvements for Pfizer as shared with Chairman Christopher Cox in November 
2007 

Madeleine Yates 

• 17 years at Merrill Lynch, Director, Client Experience 

• Joined Addison January 2008 as Senior Simplification Strategist 

• Focus on improving required client communications: welcome kits, statements,
performance reports, disclosures, transaction notifications and notices 

• Led effort to re-write required product disclosures in Plain English beginning in 
2001 - major firms such as Smith Barney, UBS and Morgan Stanley followed 
shortly with similar client improvements 

| 6 



summary prospectus
delivery




Getting the Prospectus to the Consumer


Key questions: 

• How does the fund company distribute the prospectus? 

• Where does the online statutory prospectus reside? 

• Who notifies the consumer of availability? 

• Can the consumer readily access the information online?


• Is it publicly available or behind the firm’s firewall? 

• How many clicks does it take from notification to access?
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The Seven Click Solution: A Negative Example


Receive e-mail notification 
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EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_reports.aspx 

http://www.excell.com/etf/resource/e_reports.aspx
http://www.excell.com/etf/resource/e_reports.aspx


ts.aspx

The Seven Click Solution: A Negative Example


Receive e-mail notification 
1. Click on link 
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EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor http://www.excell.com/etf/resource/e_reports.aspx 

http://www.excell.com/etf/resource/e_reports.aspx
http://www.excell.com/etf/resource/e_reports.aspx


ts.aspx

The Seven Click Solution: A Negative Example
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Receive e-mail notification 

EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor 

1. Click on link 

http://www.excell.com/etf/resource/e_reports.aspx 

2. Go to fund website, but can’t find holding 

E X C E L L 
E X C E L L 

http://www.excell.com/etf/resource/e_reports.aspx
http://www.excell.com/etf/resource/e_reports.aspx


ts.aspx

The Seven Click Solution: A Negative Example


Receive e-mail notification 
1. Click on link 
2. Go to fund website, but can’t find holding 
3. Log onto financial services website 

EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor http://www.excell.com/etf/resource/e_reports.aspx 

E X C E L L 
E X C E L L 
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http://www.excell.com/etf/resource/e_reports.aspx
http://www.excell.com/etf/resource/e_reports.aspx


ts.aspx

The Seven Click Solution: A Negative Example


Receive e-mail notification 
1. Click on link 
2. Go to fund website, but can’t find holding 
3. Log onto financial services website 
4. Click “View Shareholder Notices” 

EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor http://www.excell.com/etf/resource/e_reports.aspx 

E X C E L L 
E X C E L L 
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http://www.excell.com/etf/resource/e_reports.aspx
http://www.excell.com/etf/resource/e_reports.aspx


ts.aspx ts.aspx

The Seven Click Solution: A Negative Example


| 

EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor http://www.excell.com/etf/resource/e_repor 

E X C E L L 
E X C E L L 

EXCELL NJ DIVIDEND ADV MUNI 
FUND 

Receive e-mail notification 
1. Click on link 
2. Go to fund website, but can’t find holding 
3. Log onto financial services website 
4. Click “View Shareholder Notices” 
5. Find symbol 
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ts.aspx ts.aspx

The Seven Click Solution: A Negative Example


| 

EXCELL INVESTMENTS Shareholder Reports 

EXCELL INVESTMENTS 

http://www.excell.com/etf/resource/e_repor http://www.excell.com/etf/resource/e_repor 

E X C E L L 
E X C E L L 

EXCELL NJ DIVIDEND ADV MUNI 
FUND 

Receive e-mail notification 
1. Click on link 
2. Go to fund website, but can’t find holding 
3. Log onto financial services website 
4. Click “View Shareholder Notices” 
5. Find symbol 
6. Return to fund website 
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EXCELL INVESTMENTS Shareholder Reports

EXCELL INVESTMENTS

http://www.excell.com/etf/resource/e_reports.aspxhttp://www.excell.com/etf/resource/e_reports.aspx
EXCELL NJ DIVIDEND ADV MUNI
FUND

The Seven Click Solution: A Negative Example


| 

E X C E L L 
E X C E L L 

Excell Investments 

NJX 

EXCELL NEW JERSEY 

Receive e-mail notification 
1. Click on link 
2. Go to fund website, but can’t find holding 
3. Log onto financial services website 
4. Click “View Shareholder Notices” 
5. Find symbol 
6. Return to fund website 
7. Click on report 

9 



Getting the Prospectus to the Consumer


Use the the fund sales channel to guarantee distribution: 

•  Sold through an advisor 

•  Advisor is an RIA 

•  Advisor is part of a major financial services institution 

• Sold by the fund firm 

• Through proprietary offices 

• Online directly 

• Online through a “mutual fund super market” 
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summary prospectus
display




SEC Research 

Some Observations 
•Participants like the summary, but expect to be able to consult the full 

statutory prospectus for detail 

•Multiple fund disclosures should be limited to a maximum of !ve funds and 
are more appropriate to the statutory than the summary prospectus 

•Verbatims suggest the following decision criteria are the most important: 

•Fund performance 

•Top ten holdings 

•Fees and expenses 

•Fund objectives 

•Participants prefer concrete information over “boilerplate”: 

•Participants like visual representations of complex data 

•Participants want comparisons to real market benchmarks 

•Discussion of fees, taxes, sales discounts, etc., can be more explicit
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Addison Research and Experience 

Advisor Channel 

•Financial advisors tell us that mutual funds are “not a brochure sale” 

•Prospectus and/or a Morningstar report are often the only documents used 

• Consumers feel the statutory prospectus is too long with too much “legalese” 

• A simple, summary prospectus would facilitate comparison of funds 

•Consumers typically rely on their advisors to help them choose individual funds 

• Most important decision criteria are fund performance and investment strategy 

• Secondary concerns are fees, expenses and tax considerations 

• Risk factors and potential con"icts of interest are important in initial conversations, 
but less important once trust with the advisor has been established 

Online Channel 

•Fund purchases often frustrated or delayed because of requirement to mail prospectus


•Electronic delivery of summary will make process “user-friendly” and facilitate purchase
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Summary Prospectus Hypothetical Example
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Summary Prospectus Hypothetical Example

Issues Identified 

Lacks a clear information 
hierarchy 

Contact and purchase
information buried in text 

Labels and values far apart 
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Summary Prospectus Hypothetical Example

Issues Identified 

Variety of headlines styles 

Single column format difficult
to read 

Legal jargon 
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Summary Prospectus Hypothetical Example

Issues Identified 

Variety of chart and 
table formats  
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Proposed New Information Architecture 

Design 

•Establish clear hierarchy for titles, section heads and table labels 

•Reduce the amount of bold type to eliminate the “shout” effect 

•Reformat text in two columns for greater readability 

•Redesign tables and charts for consistency and ease of use 

•Allow use of a second color to make the summary more appealing to consumers 

Content 

•Rewrite text in plain English 

•Reorder sections in order of importance to the audience 

•Introduce marginal notes for important notices, contact and sales information 

•Allow the use of a minimum amount of marketing content to promote consumer interest; 
this may be the only information a fund buyer will ever see 
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Organize Sections in Order of Consumer Importance


Proposed Regulatory Order 

1. Investment Objectives and Goals 

2. Fee Table 

3. Principal Investment Strategies, Risks 

and Performance 

4. Top Ten Portfolio Holdings 

5. Management 

6. Purchase And Sale Of Fund Shares, plus 

Tax Information 

7. Financial Intermediary Compensation 

Addison Recommendations 

1. Investment Objectives 

2. Management (Investment Advisor and 

Portfolio Manager) 

3. Investment Strategies 

4. Top Ten Portfolio Holdings 

5. Performance, including Principal Risks


6. Fees and Expenses 

7. Purchase, Sale and Tax Information 

8. Financial Intermediary Compensation
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Select Solutions


1. Create a clear hierarchy of title and date 

As Tested 

Proposed
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Select Solutions


2. Display contact details in multiple ways to make them easy to find and 
allow a minimum amount of marketing content to peak consumer interest 

As Tested 

You can find the Fund’s prospectus and other information about the Fund, including the statement of additional information and 
most recent reports to shareholders, online at [Web address]. You can also get this information at no cost by calling 1-800-000-0000 
or by sending an e-mail request to [e-mail address]. 

Proposed
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Select Solutions 

3. Display numerical information graphically where possible 

As Tested 

Proposed
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Select Solutions


4. Make tables as compact as possible to enhance readability and leverage available space 

As Tested 

Proposed 
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Select Solutions


5. Two-column format makes the text easier to read 

As Tested 
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Proposed 



Addison Recommendations


•A notification process that takes consumers to specific fund’s prospectus:


• Link directly from an email notice to the prospectus 

• Include prominently displayed link on the fund’s home page 

• Ensure public access by providing a URL without a password requirement 

•For print 

• Make explicit references to the online versions for more information 

• Ensure contact and purchase information are prominently displayed 

• Arrange in order of consumer preferences 

• Allow fund firms to include a minimum amount of marketing content to peak 
consumer interest 

•For electronic access 

• Provide interactive electronic summary links to detail in statutory prospectus


• Allow consumer to choose benchmark information in charts 

• Provide definitions to consumers by rolling over text 

•Test interactive electronic access in any additional consumer research 
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thank you


www.addison.com


212 229 5000


© 2008 Addison 
All Rights Reserved 

http://www.addison.com
http://www.addison.com



