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Public discourse about blockchain technology, 
virtual currencies and their impact on the mar-
kets, and hypothetical uses quickly become 

riddled with clichés and metaphors. Bitcoin has been 
compared to the Dutch “Tulip Mania” of the 1630s 
and to the emergence of the Internet itself,1 while 
discussions focused on the possible applications of 
blockchain technology, separate from cryptocurren-
cies, highlight the potential utility and benefits of the 
technology to various industries, particularly finan-
cial services.2 Of course, regulators also are assess-
ing the increasing role technology can and does play 
in the financial services industry. One area that the 
US Securities and Exchange Commission (SEC) 
has honed in on is proxy voting in the asset man-
agement industry. In a July 30, 2018 speech entitled 
“Statement Announcing SEC Staff Roundtable on the 
Proxy Process,” Jay Clayton, Chairman of the SEC, 
addressed continuing issues he found with the US 
proxy voting system and introduced an open forum 
for solutions (the Chairman’s 2018 Statement).3

The proxy voting system is by no means a new 
issue for the SEC or asset managers. In 2010, the 
SEC issued a concept release asking whether the 
proxy system operates with accuracy, reliability, 
transparency, accountability, and integrity.4 The 
Proxy Concept Release outlined the proxy-voting 
ecosystem in detail (including a flowchart)5 and 
requested feedback on the roles that technology 

could play in aggregating information from financial 
intermediaries, certain reporting persons under the 
Securities Exchange Act of 1934 (the Exchange Act) 
and mutual funds, pension funds, and other institu-
tional investors to streamline the proxy process.6 The 
Chairman’s 2018 Statement asked whether technol-
ogy could be used to address issues in the US proxy 
system, with Chairman Clayton inquiring whether 
new technologies such as blockchain “could be used 
to streamline or create more accountability in the 
proxy process.”7 This by itself is not a new question 
and already has received much attention from legal 
scholars and regulators,8 but it highlights the SEC’s 
interest in the potential of blockchain, as do meetings 
being held by the SEC Investor Advisory Committee, 
speeches from other SEC Commissioners9 and the 
withdrawal of no-action letters regarding proxy vot-
ing and proxy advisory firms by the SEC’s Division 
of Investment Management.10 Blockchain technol-
ogy also has garnered attention on Capitol Hill.11

In this context, asset management and technol-
ogy industry participants, among others, have for-
mally offered their thoughts on whether and how 
blockchain technology may improve the US proxy 
system. This article overviews current thought on 
possible reformation, first summarizing the proxy 
voting system itself, public discussions about the 
current system and recent regulatory actions, and 
then suggesting how blockchain technology could 
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be used to instill more efficiency and accountabil-
ity in the proxy process. Solutions to the numerous 
issues identified in the proxy system writ-large, how-
ever, are outside the scope of this article; rather, we 
seek to identify and address the general problems the 
status quo proxy voting system presents for mutual 
funds, their advisers and other primary service pro-
viders and the financial intermediaries selling and 
servicing fund shares.

The Historical Proxy Voting System 
Through the 2010 Concept Release

The Chairman’s 2018 Statement frames the 
conversation around accuracy and accountability in 
today’s proxy voting process, which begs a brief his-
tory on the evolution of the system.

As Commissioner Roisman recently noted, 
investment advisers and the independent directors 
of registered investment companies have fiduciary 
duties to the funds they manage and oversee.12 The 
fiduciary duties owed by fund advisers and indepen-
dent directors raise thorny issues around voting (or 
not voting) proxies solicited by fund portfolio compa-
nies, the adoption of proxy guidelines and oversight 
of any third-party proxy advisory firms engaged to 
assist with the process.13 Independent fund directors 
have heightened duties in connection with adviser 
recommendations to solicit votes directly from fund 
shareholders—for example, proposals to change fun-
damental investment policies or merge or liquidate 
funds—and when shareholders are asked to elect 
fund directors or vote on other governance matters. 
Issues related to the accuracy and speed at which 
“traceable shares”14 can be delivered or voted also 
are within the ambit of advisers’ and independent 
directors’ oversight responsibilities, as are third-party 
proxy advisors’ compliance with fund proxy voting 
guidelines—including those involving popular areas 
of public interest, such as environmental, social, 
and governance (ESG) issues—and fund securities 
lending agents’ ability to timely collect and recall 
loaned securities for proxy voting purposes. Below 
we provide an overview of the historical difficulties 

encountered with the infrastructure or “plumbing” 
of the proxy system that have affected funds and 
their service providers and financial intermediaries, 
including proxy voting firms.

The Paperwork Crisis of the 1960s
Through the mid-20th Century, stock own-

ership and exchange was effected by the manual 
handling of numbered physical certificates that indi-
cated record ownership—much the same way title is 
passed from sellers to buyers via the deed to a vehicle 
or a home.15 Stock certificates typically were nota-
rized by sellers, and buyers had to present evidence 
of a sale to a transfer agent to become the new record 
owner.16 While clean and traceable, this system was 
doomed to fail as securities trading volume rapidly 
increased and resulted in a “Paperwork Crisis” that 
overwhelmed the back offices of brokerage firms 
and the capacity of transfer agents. Deliveries of 
cash and securities frequently (and increasingly) 
were late, stock certificates became hopelessly lost in 
a “rising tide of paper”17 and exchanges and firms 
eventually were forced to declare trading holidays on 
Wednesdays simply to allow broker-dealers to catch 
up.18 Volume kept rising, forcing many brokers out 
of business, and criminals were quick to take advan-
tage of the confusion.19 In immediate response to 
the Paperwork Crisis regulators and industry partici-
pants studied and adopted alternative settlement sys-
tems to remediate issues associated with the manual 
settlement process, which in 1968 led to the forma-
tion of the central certificate service.20 The central-
ized service replaced the concept of manual delivery 
of certificated securities with the concept of transfer 
by book entry on the books of a central depository. 
Instead of record holders owning securities directly, 
beneficial owners21 purchased securities through 
an intermediary, such as a bank or broker, and the 
securities were held in “street name” through a book-
entry account with the intermediary.22

By the mid-1970s, Congress conducted hearings 
and directed the SEC to study the causes and poten-
tial responses to the Paperwork Crisis.23 Specifically, 
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Congress enacted Section 17A of the Exchange Act 
to (1) direct the SEC to establish a national system 
for prompt and accurate securities transactions clear-
ance and settlement, and (2) provide the SEC with 
regulatory authority over entities critical to the clear-
ance and settlement processes.24 It was determined 
that it was necessary to reduce the amount of paper-
work in connection with securities transfers.25 Based 
on the Unsafe Practice Study of 1971, “it was gener-
ally recognized at the time that complete elimination 
of certificated securities, known as dematerializa-
tion,” was the best approach to eliminating the risks 
associated with the processing of physical securities, 
and due to technological and legal impediments, 
dematerialization was viewed as an “utopian solu-
tion” that “would require very extensive legal works 
and lead time to implement.”26

The industry and SEC led the formation of the 
central certification service that resulted in “share 
immobilization” rather than dematerialization.27 
Under this model, all paper securities certificates 
for all issues would be deposited into one or more 
central pools and kept in custody by such central 
depositories;28 the more certificates deposited into 
a central depository, the more efficient the sys-
tem.29 Eventually, the Depository Trust & Clearing 
Corporation (DTCC), a holding company of which 
the Depository Trust Company (DTC) and the 
National Securities Clearing Corporation are sub-
sidiaries, became the central depository institution.30 
Currently, DTC provides depository and book-entry 
settlement services for substantially all corporate and 
municipal debt, equity securities, asset-backed secu-
rities, and money market instruments available for 
trading in the United States.31 DTC provides three 
primary services: (1) custody services; (2) asset ser-
vices, such as dividend and interest payment, reor-
ganizations, and proxy services; and (3) settlement 
services.32

Ownership of Mutual Fund Shares
A critical and primary step in the proxy solici-

tation process is identifying the record and/or 

beneficial shareholders entitled to receive proxy 
materials and vote at the shareholder meeting 
where the proposal(s) will be presented.33 Today, 
the vast majority of shareholders, including nearly 
all mutual fund shareholders, in the United States 
have purchased their securities through a finan-
cial intermediary that holds them in “street name” 
through a book-entry account.34 Financial inter-
mediaries, rather than the transfer agent, maintain 
and update shareholder records, facilitate or execute 
transfers, and provide other services for the share-
holder. Securities held in “street name” are legally 
owned by and registered in the name of the deposi-
tory’s nominee (most often DTC’s nominee, Cede 
& Company).35 The individual shareholder’s finan-
cial intermediary, who is a member of DTC, will be 
identified on the books of the depository as having 
a “securities entitlement” to a pro rata share of the 
fungible bulk36 of that security held at the deposi-
tory.37 The individual securityholder also is identi-
fied on the books of the financial intermediary as 
having a securities entitlement.38 As noted above, 
DTC, through its asset services also assists with the 
dissemination of information about proxy voting 
rights to institutional investors’ underlying inves-
tors, such as mutual fund shareholders.

With the emergence and predominance of the 
central depository system a complex dance among 
financial intermediaries became the norm. While 
the elimination of paper certificates solved many 
problems, a number of factors—including the share 
immobilization and fungible bulk systems, seeming 
gaps in the federal securities laws and regulations and 
collective-action problems like free-riding—have led 
to increasing scrutiny of the proxy voting system and 
calls for action.

The Multi-Player Proxy Voting System
Five types of third parties are involved at key 

points in today’s proxy solicitation and voting 
process. Transfer agents, proxy service providers, 
proxy solicitors, vote tabulators, and proxy advi-
sory firms are central to the proxy voting system, 
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collectively forwarding proxy materials, collecting 
voting instructions, voting shares, soliciting prox-
ies, tabulating proxies, and analyzing proxy issues.39 
This involvement of multiple firms in the proxy vot-
ing system contributes further to the complexity of 
record and beneficial ownership determination, cre-
ates many potential choke points for both time and 
accuracy to be compromised, as diagrammed in the 
Proxy Concept Release (see Exhibit 1).40

The Chairman’s 2018 Statement
The most recent review of the proxy voting sys-

tem kicked off with the Chairman’s 2018 Statement 
that in July 2018 announced the roundtable to be 
held by SEC Staff in November of that year.41 The 
conversation at the SEC Staff Roundtable covered 
five key topics:

1. The Voting Process: Improving the accuracy, trans-
parency, and efficiency of the proxy system by 

addressing issues such as the potential for over-
voting and under-voting securities as well as the 
“difficulties in confirming whether an investor’s 
shares have been voted in accordance with the 
investor’s instructions;”42

2. Retail Shareholder Participation: Increasing the 
rate of retail shareholder participation in the 
proxy voting system;43

3. Shareholder Proposals: Whether the rules and sys-
tems for hearing shareholder proposals can be 
improved, including by changing the current 
thresholds for minimum ownership to submit a 
proposal;44

4. Proxy Advisory Firms: Whether reliance on proxy 
advisory firms is too high, whether there is enough 
transparency, and whether there are conflicts of 
interest issues; and 45

5. Technology and Blockchain: Whether technologi-
cal innovations might help improve the proxy 
voting system, including “whether ‘blockchain’ 

Exhibit 1—The Flow of Proxy Materials
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or distributed ledger technology, could be used 
to streamline or create more accountability in the 
proxy process.”46

The SEC soon re-opened its request for com-
ment on the proxy process, receiving thousands of 
comment letters as of September 2019, including at 
least 16 that specifically reference blockchain.47

The SEC Staff Roundtable, Senate 
Hearings and the Roisman Speech

SEC Staff, along with the SEC Commissioners, 
held the long-awaited SEC Staff Roundtable on 
the proxy process on November 15, 2018,48 but 
not before withdrawing two important no-action 
letters that had provided relief for proxy advi-
sors.49 The Roundtable had three panels focused 
on voting mechanics and technology, shareholder 
proposals, and proxy advisory firms.50 The voting 
mechanics and technology panel raised the topic of 
traceable shares and discussed how blockchain tech-
nology might be used to re-engineer the proxy vot-
ing system.51

In particular, John A. Zecca, Senior Vice 
President, General Counsel North America and 
Chief Regulatory Officer at Nasdaq, Inc. (Nasdaq) 
discussed possibilities he saw for blockchain tech-
nology in the US proxy voting system, noting that 
Nasdaq already had participated in two proxy-
related projects using blockchain technology, one 
in Estonia and the other in South Africa.52 Zecca 
said that he believes blockchain technology has 
strong potential for effective use in the proxy space 
because it can accommodate other information 
technology systems involved and permissioned 
blockchains could provide opportunities for pub-
lic companies and mutual funds to communicate 
with their beneficial shareholders more directly and 
frequently.53

In December 2018, soon after the SEC Staff 
Roundtable, the US Senate Banking Committee 
held a hearing to review the proxy process and 
potential changes to it.54 Daniel M. Gallagher, a 

former SEC Commissioner, testified on “plumb-
ing” issues with the system.55 Citing a letter sub-
mitted by Ken Bertsch, the Executive Director of 
the Council of Institutional Investors (the CII), 
to the SEC’s Investor Advisory Committee, Mr. 
Gallagher explained his view that blockchain-
based proxy voting could help enhance time-
liness, accessibility, accuracy, certainty, and 
cost-effectiveness.56

After the SEC Roundtable and Senate hear-
ings, Chairman Clayton passed on the baton for 
proxy voting reform to SEC Commissioner Elad 
Roisman.57 In the Roisman Speech, which was 
made in March 2019 at an Investment Company 
Institute event, Commissioner Roisman laid out 
his priorities for examining the proxy voting sys-
tem and placed mutual funds at the forefront of 
his review.58 Commissioner Roisman asked how 
“fund boards and advisers [are] fulfilling their 
fiduciary duty in the context of proxy voting,”59 
and distinguished a fund’s duty to listen to the 
desires of its shareholders and an investment 
adviser’s duty to address the interests of its funds.60 
Commissioner Roisman said his objective was to 
improve the “‘plumbing’ that underlines our proxy 
voting system,” including by assessing whether 
there are comprehensive solutions through mod-
ern technology.61

As this article was going to press, the SEC held 
an open meeting on August 21, 2019 at which the 
SEC voted:

■■ To publish guidance regarding the proxy vot-
ing responsibilities of investment advisers under 
Rule 206(4)-6 under the Investment Advisers 
Act of 1940, and Form N-1A, Form N-2, Form 
N-3, and Form N-CSR under the Investment 
Company Act of 1940 (the Investment 
Company Act);62 and

■■ To publish an interpretation and related guid-
ance regarding the applicability of certain rules 
promulgated under Section 14 of the Exchange 
Act to proxy voting advice.63
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Could Blockchain Technology Solve 
Proxy Voting Problems?

Blockchain Primer
By “blockchain technology” we mean “distrib-

uted ledger technology” (the actual term for what 
is colloquially referred to as blockchain technology), 
in short, a ledger of data.64 Unlike, for example, a 
Microsoft Excel spreadsheet saved to a computer 
hard drive, a blockchain is shared among a network 
of computers called “nodes.” 65 The nodes work 
together to collectively host the blockchain net-
work.66 To add any new data, the entire network 
of nodes must work together to agree on the valid-
ity of the new data.67 When this happens, the new 
data is cryptographically added to the previous data 
in sets of blocks (that is, creating a chain of blocks, 
or a blockchain).68 Because members of the network 
work together to generate and authenticate data, 
any one nefarious actor should not be able to wield 
enough influence to manipulate transactions.69

Is Blockchain the Tool for Re-Plumbing the 
Proxy Voting System?

As was discussed above, the complicated infra-
structure that supports the proxy voting system 
may be ready for an overhaul as new technologies 
continue to develop. Some have suggested that 
blockchain technology could rebuild the system 
from scratch, which in turn, could solve some of 
the proxy issues raised by Chairman Clayton in his 
2018 Statement.70 In its comment letter submitted 
in response to the Chairman’s 2018 Statement, the 
CII argued that the SEC should consider a system of 
traceable shares hosted on a blockchain:

[A] blockchain solution of traceable shares 
represents a fully electronic version of paper 
certificates but lacks the associated costs 
and risks that prompted the paperwork 
crisis. Under a blockchain-based system of 
share ownership, existing issuers could elect 
to recall their fungible bundle of securities 

from the DTC and instead record share 
ownership digitally on the blockchain, with 
each share uniquely identified cryptograph-
ically as belonging to a beneficial owner.71

Others have similarly argued that a system of 
traceable shares could facilitate clearance and settle-
ment of trades.72 Professor George S. Geis of the 
University of Virginia School of Law suggests that 
shares could continue to be traded electronically 
“through brokers and exchanges, but the details of 
each transfer would be processed by a secured and 
trusted protocol that specifically identifies each share 
being exchanged.”73 Per Professor Geis, the sharing of 
information on a blockchain protocol would allow for 
“immediate clearing of stock transfers that preserves 
a precise chain of title.”74 The CII Comment Letter 
argues that such a system of traceable shares would 
remove the constraints of share immobilization, 
while also protecting investor privacy and enhancing 
regulatory oversight.75 While he acknowledges that 
a blockchain-based system of traceable shares may 
have its own friction points, Professor Geis posits 
that it could have a positive impact on shareholder 
voting, shareholder litigation, shareholder proposals, 
proxy fights, information transparency, corporate 
liability, and shareholder responsibility.76

The use of blockchain technology also could 
generate innovation in mutual fund and other secu-
rities lending programs, particularly with respect 
to the identification of the voting right holders of 
public company shares.77 “Smart contracts” using 
blockchain technology have the potential to erase 
the distinction between record and beneficial own-
ers of particular shares; automate the exchange of 
shares and collateral; shorten the record date notice 
period; and permit the ledger to be automatically 
debited and credited back, allowing for nearly-seam-
less recall and voting by mutual funds of their shares 
on loan.78 The CII Comment Letter also raises the 
possibility that blockchain technology could enable 
retail investors to earn income from the lending 
practices of brokers or banks.79
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Could Voting on a Blockchain Allow 
for Greater Accuracy, Efficiency, and 
Shareholder Participation?

Should a full, bottom-up reconstruction of the 
proxy voting system prove too much of a political, 
regulatory, or technological lift, there may be other 
elements of the system that blockchain technology 
could potentially improve. In the Chairman’s 2018 
Statement, for example, Chairman Clayton noted 
the “difficulties in confirming whether an inves-
tor’s shares have been voted in accordance with the 
investor’s instructions,” and also requested feedback 
on how to increase retail shareholder participation 
in proxy voting generally, and with technology as a 
possible catalyst.80

Outside of the financial services industry, block-
chain technology has been examined as a potential 
solution to the inefficiencies and risks in the demo-
cratic voting process.81 For instance, during elections 
in 2018 and 2019, the State of West Virginia and 
the City of Denver, respectively, used blockchain 
technology provided by Voatz, a blockchain-based, 
mobile voting software provider, to solicit and 
record at least a portion of votes in their jurisdic-
tions.82 According to Voatz, it has designed a soft-
ware that authenticates potential voters by using the 
camera of the voter’s smartphone to match biomet-
ric features with a voter’s official information (for 
example, a picture on a driver’s license or passport).83 
Voatz’s application then provides the voter’s ballot 
in a Voatz smartphone application where the voter 
can make his or her selections.84 Once submitted, 
the voting information is anonymized and posted 
to a permissioned blockchain.85 In order to protect 
the accuracy and security of the blockchain votes, 
Voatz asserts that “the blockchain verifying servers 
are simultaneously and independently attempting to 
verify the ballot. Once one blockchain server per-
forms a verification the other servers can instantly 
confirm the verification.”86 The blockchain then 
updates and the voter is prevented from attempting 
to vote again.87 West Virginia specifically piloted the 
Voatz technology to provide an alternative option 

for overseas voters, such as absentee voters and mili-
tary personnel.88 West Virginia’s Secretary of State 
explained that a large impetus for the pilot program 
was to see if it could address concerns very similar to 
those raised by Chairman Clayton with respect to 
the proxy voting system: Making absentee ballots for 
a large number of voters as dependable as in-person 
voting, including by increasing the speed and accu-
racy of absentee ballot tabulation.89

It could perhaps be possible for mutual funds to 
use a product similar to that of Voatz’s to solicit and 
receive beneficial shareholders’ proxy votes. A fund, 
or its service providers, could potentially contract 
with a blockchain-based voting application to solicit 
beneficial shareholder votes and allow them to vote 
on their smartphones. Financial intermediaries that 
hold mutual fund shares in omnibus accounts on 
behalf of the funds’ beneficial shareholders already 
collect information for anti-money laundering/
know-your-customer (AML/KYC) purposes, which 
could potentially be used to help verify each share-
holder’s identity in a manner similar to the West 
Virginia pilot program.90 Shareholders could then 
vote in a manner that immediately records each vote 
on an immutable ledger that allows for vote auditing.

If successful, under a system utilizing block-
chain technology, mutual funds could therefore 
address several issues raised in the Chairman’s 2018 
Statement. Again, using a system similar to Voatz’s, 
fund shareholders’ votes could be recorded on an 
immutable digital record and also be printed on 
paper, which would provide for more accuracy in 
recording shareholder votes. It appears that pub-
lic companies, in fact, appear to be already testing 
blockchain technology for this purpose. At the SEC 
Staff Roundtable, Commissioner Roisman referred 
to a US public company using blockchain technol-
ogy for voting at an annual shareholders meeting.91

A blockchain-backed proxy voting system is 
attractive for a variety of reasons. First, it would be 
exceedingly difficult to alter the blockchain ledger 
once proxy votes have been cast, as (1) any inconsis-
tency caused by an attempted hacker would likely be 
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rejected by other nodes on the blockchain, and (2) 
paper copies would provide redundancy to be used 
in auditing the blockchain’s records for accuracy. 
In addition, by requiring unique log-ins that are 
connected to a shareholder’s AML/KYC informa-
tion, mutual funds could potentially prevent repeti-
tive voting, which could reduce the potential for 
over-voting and under-voting. Moreover, through 
an application connected to a blockchain, mutual 
funds could solicit proxy votes from shareholders 
with Internet access regardless of where they are in 
the world and receive votes in real-time, which could 
potentially increase efficiency.

Second, as society’s communications and com-
mercial preferences continue to shift towards the 
Internet and mobile devices,92 blockchain-based proxy 
voting software that relies on smartphones could be 
used as a more direct and effective method to engage 
with shareholders, which could in turn increase retail 
shareholder participation in mutual fund proxy pro-
cesses. Besides the potential cost savings involved in 
not adjourning meetings that lack a quorum and not 
needing to file additional soliciting materials with the 
SEC to encourage shareholders to vote, this higher 
engagement, when accurately tabulated, could allow 
mutual funds to receive information far more directly 
from its beneficial shareholders regarding their pref-
erences on a range of substantive issues, includ-
ing ESG topics.93 Further, “smart contracts” could 
be programmed into a blockchain between (1) an 
adviser and transfer agent on one end, and (2) both 
a proxy service provider (such as Broadridge, Inc.) 
and an issuer on the other. Such changes potentially 
could automate the determination of record dates; 
almost-instantaneously keep track of record dates and 
adjournments; and prevent a meeting’s adjournment 
from accidentally defaulting an adviser’s proxy vot-
ing instructions.94 Such a smart contract could record 
exactly what, if anything, went wrong.

Still, utilizing blockchain-based applications for 
mutual fund proxy voting would not be without cer-
tain risks, and it’s possible that such risks could out-
weigh any of the potential solutions to issues raised in 

the Chairman’s 2018 Statement. One of the primary 
risks frequently mentioned in connection with block-
chain technology is data privacy.95 A privacy breach 
could arise if an intruder successfully falsified or stole 
a shareholder’s access credentials to pose as the share-
holder and vote proxies.96 Data privacy could be at 
risk if computing hardware was compromised.97 While 
West Virginia was collecting the votes of service mem-
bers abroad for a federal election, The Washington Post 
noted many prominent critics, such as the Center for 
Democracy and Technology, citing data privacy con-
cerns.98 However, fund directors, asset managers, and 
the SEC have been tackling data privacy and cybersecu-
rity issues (and issues tangential to them, such as liabil-
ity and insurance) for quite some time now.99 Further, 
the “trustless” nature of a blockchain may even have 
the potential to prevent “lone wolf” malicious insid-
ers from compromising the blockchain, dependent of 
course on the use of an immutable ledger.100

Another potential issue with blockchain-based 
proxy voting for mutual fund shareholders is that 
it cannot be assumed that everyone has access to 
a smartphone or similar mobile device. In June 
2018, the SEC adopted Rule 30e-3 under the 
Investment Company Act that will allow mutual 
funds the option to make shareholder reports pub-
licly accessible on a Website and only mail to inves-
tors a paper notice of the report’s availability.101 In 
its adopting release, the SEC acknowledged the 
arguments of some commenters that “approxi-
mately 25–30 percent of Americans do not have a 
computer with broadband Internet access in their 
homes,” and that such figures become higher for 
seniors over the age of 65.102 Therefore, it is con-
ceivable that hosting mutual fund shareholder vot-
ing on a blockchain might improve accuracy and 
efficiency, but only for a select portion of sharehold-
ers. This likely would not prevent tech-savvy fund 
service providers and financial intermediaries, for 
example, from ensuring fund shares are accurately 
voted, proxy instructions are properly communi-
cated, and lent shares are properly recalled and 
voted. But if blockchain-based software becomes 
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available for proxy voting processes, mutual fund 
boards and service providers will (1) be left with 
difficult decisions of how to better serve share-
holders while also ensuring adequate system access 
and privacy protections, and (2) work closely with 
the technology providers to achieve those objec-
tives. Nonetheless, even without a switch to trace-
able shares and a fundamental restructuring of the 
proxy voting system, there are many ways in which 
mutual funds potentially could utilize a block-
chain-based system to minimize inefficiencies and 
increase the accuracy of vote solicitation and tabu-
lation processes.

Technological Innovations for Proxy 
Voting without Blockchain

Chairman Clayton raised the general question 
of what technological innovations could be used to 
modernize the proxy voting system, explicitly ask-
ing for comment on whether blockchain technology 
was one such technology. But other technologies also 
may be well-suited for improving the proxy voting 
system. The SEC’s Investment Advisory Committee 
held an open meeting on July 25, 2019 in which its 
members discussed improving the proxy voting sys-
tem.103 In the course of the discussion, John Coates, a 
law professor at Harvard Law School and member of 
the Investment Advisory Committee,104 argued that 
blockchain is not necessary and noted that Spain has 
innovated its proxy voting system without utilizing 
blockchain technology.105 Spain uses a “book-entry 
system” that enables the creation of a real-time reg-
istry and allows for record dates to be set a “mere 
five days in advance” of shareholder meetings.106 
The Coates Recommendation also cites Estonia and 
South Africa as countries that have implemented 
“simple and effective” proxy voting systems without 
blockchain technology.107 Professor Coates said, how-
ever, that blockchain could be appropriate for fixing 
the underlying “plumbing” issues affecting the proxy 
voting system. In acknowledging such, he noted that 
the costs likely would fall on financial intermediaries 
and not public companies or mutual funds.108

Conclusion
The current proxy voting system in the United 

States continues to be of concern to regulators and 
the asset management industry. In line with the 
questions asked by Chairman Clayton in the 2018 
Chairman’s Statement, some are examining the sys-
tem itself to see if it can be re-built from scratch with 
traceable shares or some other structure. Others are 
looking at the components of the system, such as 
compliance with shareholder voting preferences 
and instructions.109 Similar to the Chairman’s 2018 
Statement, the industry’s focus is not only on specific 
aspects of the proxy system, but also more gener-
ally on whether and how technological innovations 
may be used to improve things. This could come in a 
variety of forms, including, but not limited to block-
chain technology, which presents an intriguing set of 
possibilities in the proxy space.

As some have pointed out, being a ledger technol-
ogy at heart, blockchain could be a means to recon-
struct the “plumbing” of the equities markets in the 
United States by allowing for back-end technology 
to make shares “traceable.” Due to its many potential 
applications,110 it also may be possible for blockchain 
technology to address specific complexities of the cur-
rent proxy voting system. Could the technology be 
used to make proxy advisory firms obsolete? Could 
blockchain coupled with smart contracts better enable 
mutual funds to ensure compliance with their invest-
ment policies when voting proxies? Answers to these 
questions and many more are dependent on the tech-
nology industry’s development of blockchain applica-
tions that appropriately fit the needs of mutual funds 
and the broader asset management industry. As his-
tory has demonstrated, a viable blockchain application 
likely will require collaboration between regulators, 
technologists, and the asset management industry. 
Given the potential upside, we believe this is likely.

Thomas M. Ahmadifar and Matthew S. 
Williams are associates, and Valerie Dahiya 
and Gwendolyn A. Williamson are partners, 
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