
ASSESSMENT SERVICES
The SEC has enacted two rules that require fund companies 
to evaluate and monitor risks to funds based on shareholder 
concentration.

•  SEC Rule 2-01 Auditor Independence: Requires companies 
to determine whether an auditor is independent regarding 
investments of auditors or their family members in audit 
clients.

•  SEC 22e-4 Liquidity Rule: Requires management investment 
companies to establish a liquidity risk management program.

Broadridge’s Shareholder Concentration Assessment Services 
help the client meet their fiduciary obligations to ensure auditor 
independence and liquidity risk monitoring.

SEC RULE 2-01 ON AUDITOR INDEPENDENCE
The Securities and Exchange Commission’s rule regarding 
auditor independence has placed an onus on fund companies 
to determine whether an auditor is independent regarding 
investments made by auditors or their family members in audit 
clients. When a fund goes to proxy with a trustee election, 
or to appoint an auditor, they are required to disclose any 
shareholder entity that owns 10% or more of a fund. The 
regulation is designed to ensure that an auditor presents no 
conflict of interest by not holding more than 10% of a fund.  The 
reporting coincides with the proxy record date and applies across 
beneficial and registered shareholders.  

SEC RULE 22E-4 ON LIQUIDITY
The Securities and Exchange Commission’s rule regarding 
liquidity will be in effect on December 1st, 2018. The rule 
imposes large account risk analysis and monitoring on the fund 
company. The monitoring focuses on account size versus cash 
on hand/liquid investments. The rule addresses conflicts of 
interest by prohibiting portfolio managers from running liquidity 
programs themselves. 

ASSESSMENT PROCESS
Broadridge’s Shareholder Concentration Assessment Services 
start with the collection of data to assess the shareholder 
concentration.  For auditor independence, Broadridge collects 
the proxy response data from banks and brokers for the 
beneficial shareholders and, if subscribed to, the registered 
shareholders.  When registered shareholder information is not 
available, the client has the option to provide a file of registered 
shareholders from the transfer agent (TA) system matching the 
position date of the proxy event.  For liquidity monitoring and 

SHAREHOLDER CONCENTRATION 
REPORT INCLUDES

•  Product – name of the fund or 
investment instrument and the 
associated CUSIP identifier

•  Shares Outstanding – total shares in the 
product as of the proxy record date

•  Firm Name – name of the bank or broker

•  Number of accounts – total number of 
accounts held by the firm in the fund

•  Number of Shares – total number of 
shares held by the firm in the fund

•  Total Assets – total assets held by the 
firm in the fund

• Total Ownership – the total ownership 
percent held by the firm

•  Average Ownership – the average 
account size held by the firm in the fund

•  Ownership Threshold Flag – Identifies 
banks or brokers that have over a 10% 
ownership
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other uses, Broadridge will use a combination of Broadridge’s 
proprietary monthly 560 file and the registered shareholders 
from the transfer agent.

Once the data is collected, it is loaded into the assessment system 
and an ownership percentage for each account is calculated.  
Broadridge will then roll up the data by product and bank or 
broker to identify the number of accounts that have over a 10% 
ownership in a fund.  Finally, the assessment identifies each bank 
or broker that has reached a 10% ownership stake in total.

CLIENT REQUIREMENTS AND PARTICIPATION
To calculate an accurate ownership percentage, the client must 
provide a total share count of each fund covered in the proxy 
event to coincide with the event record date.  If the client is 
providing a full TA feed for inclusion of the direct shareholder 
accounts, then this will suffice in place of the share count. Work 
cannot begin until these data elements are received.

SHAREHOLDER CONCENTRATION REPORT
The shareholder concentration report is produced from results of 
the assessment and shows each bank or broker ownership levels, 
highlighting any that have greater than a 10% total ownership.  
The report will give the client enough insight to request details 
from a bank or broker to validate that no individual shareholder 
has greater than a 10% ownership in a fund.

REPORT DELIVERY:
The Auditor Independence Report will be delivered within 10 
business days following the date in which the last data file is 
received from either the banks or brokers, or from the client 
(for client-supplied data).  The Auditor Independence Report is 
delivered in PDF format.
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Broadridge, a global fintech leader with over $8 billion in market capitalization, provides  
communications, technology, data and analytics solutions. We help drive business  
transformation for our clients with solutions for enriching client engagement, navigating  
risk, optimizing efficiency and generating revenue growth.
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