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Exhibit 2

National Association of Corporate Directors: letter dated November 15, 2012.

Securities Industry and Financial Markets Association: letter dated May 30, 2012.

Securities Industry and Financial Markets Association: letter dated November 29, 2012.

Securities Transfer Association press release, dated July 11, 2012,

Securities Transfer Association: Analysis of Proposed NYSE Proxy Fee Schedule, dated July 12, 2012.

Society of Corporate Secretaries & Governance Professionals: letter dated October 9, 2012.
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A

NACD

NATIONAL ASSOCIATION OF
CORPORATE DIRECTORS

November 15, 2012

Mr. Scott Cutler

Executive Vice President and Head of Global Listings
NYSE Euronext

11 Wall Street

New York NY 10005

Dear Scott,

As issuers are gearing up for another annual meeting season, the National Association of Corporate
Directors (NACD) believes the enhanced broker internet platform (EBIP)/investor mailbox pilot that
was included in the Recommendations of the NYSE Proxy Fee Advisory Committee issued on May 16,
2012, should be included in NYSE Regulation’s proposed amendment to the proxy fee rules.

NACD believes governance structures and practices should be designed to encourage communication
with shareholders. Our Key Agreed Principles state that the board should consider ways to enhance the
communication opportunity provided by the annual meeting, taking into account shareholders’ expense
and convenience when selecting the time, location, and mode of meetings (i.e., in-person meetings,
meetings via electronic communication, or both). Further, our Blue Ribbon Commission Report on
Board-Shareholder Communications encourages companies to take advantage of new and emerging
technologies to better communicate with their shareholder base. These documents have been supported
by both the director community and the management community; the shareholder community also
participated with us, and agrees that we are doing the right thing. In essence, taking advantage of new
technologies to advance board-shareholder communications is one of our ongoing tenets.

Quite simply, broker’s websites seemingly offer an efficient and effective way for re-engaging
individual shareholders.

That said, there is still time to reactivate consideration of the EBIP pilot program, and we think its
inclusion in NYSE’s rule filing with the Securities and Exchange Commission would be valuable.

Thank you for your consideration.

Sincerely,

oD

Ken Daly
President & CEO
National Association of Corporate Directors

2001 Pennsylvania Ave, NW, Suite 500, Washington, DC 20006 | 202.775.0509 | Fax: 202.775.4857 | NACDonline.org
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sifma’

Invested in America

May 30, 2012

Ms. Judy McLevey

Vice President

NYSE Euronext

20 Broad Street 25th F1
New York, NY, 10005-2601

Dear Ms. McLevey,

This letter responds to some of the alternative ideas for broker cost
reimbursement that members of the Proxy Fee Advisory Committee outlined in
your meeting with SIFMA on January 20, 2012, our initial review of the
Committee’s Report issued May 16, 2012, as well as to your request for data from
our members relating to the costs of proxy processing. We support the
Committee’s goals as described in that meeting - to encourage the continued
elimination of paper mailings, enhance transparency in the proxy fee structure,
and establish a coordinated process of reviewing fee reimbursements going
forward in a manner that is aligned with the work involved. As you are aware, we
have supported the Committee in the past, such as by providing a flow chart
entitled “Broker-Dealer Functions Supporting Proxy Distributions,” which
describes the numerous proxy-related services firms provide in-house. A copy of
the flow chart is attached to this letter (Appendix 1; Further detail on these
services is provided in Appendix 2).

In further support of the Committee’s goals, and in response to your more recent
request, we first provide some feedback on the proposals that you outlined to us
in January of this year, and then address your request for cost information. After
we have reviewed the Committee’s Report in more detail, we expect to have
further comment.

Response to Concepts Presented at January 20, 2012 Meeting, and Reflected in
Committee’s Report

We appreciate the Committee’s efforts to take a fresh look at the manner in which
nominee brokers and banks are reimbursed for the costs associated with the
processing of proxy materials under the rules of the NYSE.

Among the concepts you described for reimbursement of proxy costs associated
with managed accounts and wrap accounts, you outlined a concept where at
New York | Washington

120 Broadway, 35th Floor | New York, NY 10271-0080 | P:212.313.1200 | F: 212.313.1301

www.sifma.org
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certain thresholds no fee reimbursements would be provided even where
expenses are actually incurred by nominees. This concept is reflected in the
Committee’s Report, which for instance proposes to apply a fixed share threshold
for reimbursements relating to such accounts, so that an account holding a
number of shares below that threshold would not be eligible for reimbursement.
Because there are processing costs associated with such accounts without regard
to the actual number of shares in question, we do not support the establishment
of such a threshold that would result in the elimination of any reimbursement
over transactions which in fact involve the incurrence of costs.

Rather, we believe that any proposal on managed and wrap accounts - as well as
other proxy processes -- should be based on actual proxy processing costs rather
than on arbitrarily fixed thresholds or percentages. We are concerned about the
Committee’s approach overall to the extent that it is based on what is in effect
arbitrary “line drawing,” which would represent a fundamental departure from
the manner in which reimbursement rates have been set in the past, and indeed
would represent an approach that would almost certainly produce anomalous
results that are not fair, balanced, or reasonably based, both in the short and long
term

Request for Cost Information

We wish to underscore that we have taken the Committee’s request for data very
seriously, as we fully understand the Committee’s desire and need for such data.
It has been our intent to provide as complete a response as possible, given the
constraints of time, logistics (including lack of consistent standards for recording
relevant costs), and confidentiality obligations.

As you are well aware, gathering data from many member firms is a complex and
time-consuming task, given the logistics involved and the need for each firm to
ensure that it observes any confidentiality and other legal obligations to third
parties. Broker-dealer proxy economics vary greatly among firms, by size, client
mix, product mix, service level, degree of automated services and/or personal
service, and geographic location. Each firm, moreover, must develop an objective
means to collect and organize the data, insofar as firms typically do not have cost
accounting systems that separately report the costs of proxy activity. This activity
often involves estimates and allocations from a number of departments and
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functions within a firm, including operations, information technology, finance,
audit, legal and client services.

Accordingly, we have not tried to collect data broadly from all of our members,
but rather to conduct a representative survey. We believe that its findings support
our view that proxy fees are reasonably in line with costs incurred by nominee
brokers and banks, despite its limited sample size and other limitations described
below.

Total Cost Estimates

Based on the data collected, and estimates made based on that data, we have
estimated that total proxy processing costs range from approximately $136
million to $153 million annually, in aggregate among nominee brokers and banks
who use Broadridge. By comparison, according to Broadridge, the total fees
collected from issuers to reimburse these nominees under the NYSE proxy
reimbursement rules as of that company’s fiscal year end of June 30, 2011, were
approximately $143 million. Significantly, the $143 million in fees collected
includes not only fees intended to reimburse nominees for their expenses, but
also a significant proportion of other fees that are not focused on reimbursement,
but also to incentivize them to invest in technology designed to reduce corporate
issuer costs of distributing paper copies.

In viewing the results of the survey, we believe that it is important to bear in mind
that a fundamental goal of the current cost reimbursement system is to ensure
that costs and reimbursements are reasonably in line, but not necessarily a
perfect match in every case. By setting standard rates that apply across the board
to both proxy nominees and to issuers, the current system avoids the
inefficiencies and the much more significant costs that would be incurred if
payments and reimbursements were customized on a firm-by-firm and issuer-by-
issuer basis. Such a “customized” system would result in extraordinary and
unjustifiable costs, which ultimately would be borne by issuers and their
shareholders. But a system that avoids customization, and allocates standard
rates broadly across the system, will result unavoidably in some variances, even if
overall costs and reimbursements are reasonably in line.

Overview of Methodology

Below is an overview of how we conducted the survey. In addition, we would be
happy to schedule a meeting to walk you through the details so we can be as
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transparent as possible about the methodology of our survey. The survey covered
two components of cost: the costs incurred directly by broker-dealer and bank
functions supporting proxy distributions, and the costs incurred through
payments to third party vendors involved in proxy processing.

SIFMA conducted the survey. Broadridge Financial Solutions, Inc. provided some
additional necessary data, and assisted with the necessary calculations and
analysis. The survey included a small representative group of SIFMA members,
supplemented by a smaller number of non-members.

As reflected on the chart below, the cost estimates above are based on actual
overall cost data provided by a small sample of firms. The firms represent six size
tiers, based on number of equity positions processed. As you are aware, in the
interest of time, we initially requested data from ten SIFMA member firms. In
order to ensure representation from each size tier, Broadridge subsequently
obtained data from 5 additional firms in the two smallest tiers, so that each tier
would be represented by 2 or 3 firms.

In estimating aggregate cost, net of fees paid to Broadridge, for each size tier, we
established a range of costs. Costs were calculated on a “per position” basis by
dividing total positions for that firm into the total cost numbers provided by each
firm surveyed. We used the costs provided by the firm with the lowest cost per
position to establish a low end of the range for processing cost per position, and
the costs provided by the firm with the highest cost to establish the high end of
the range. The low and high range numbers were then each multiplied by the
total number of positions processed by all firms in each size tier. These aggregate
ranges for each of the six tiers were then added to arrive at the overall aggregate
cost range. Added to that aggregate cost range was the aggregate dollar amount
that Broadridge invoiced its client firms for proxy processing services, as of
Broadridge’s fiscal year end of June 30, 2011. This was done by adding the total
dollar amount invoiced by Broadridge to both the low and high end numbers for
the aggregate range.

Broker/Bank Nominee Internal Costs - FY2011

. Equity Positions in Number of Number of Survey C (.)St Rer
Tier F . oL Position
Tier Firms in Tier Survey Firms ,
Low High
1 0-9,999 703 3 $1.2190 $3.0475
2 10,000-49,999 69 2 $1.1997 $1.9196
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3 50,000-399,999 39 2 $0.4230 $0.5746
4 400,000-1,499,999 18 3 $0.2088 $0.3764
5 1,500,000-9,999,999 18 2 $0.2138 $0.2820
6 +10,000,000 8 3 $0.1279 $0.1699

Total 855 15 $0.1252 $0.2284

The survey sample size represents 1.8% of the nominee firms processed by
Broadridge, and 26.7% of the equity proxy positions processed by Broadridge.
The sample data is heavily weighted by three large SIFMA member firms, which
together represent 80.2% of the positions reflected in the survey. The two largest
tiers, encompassing firms which process in excess of 1.5 million positions,
account for more than 90% of total positions.

The range of costs reported by firms in each tier varies significantly, with some
firms reporting costs as much as 2.5 times higher than others in the same tier.
These differences may be due to different business models and cost structures, as
well as to different methodologies of estimating or allocating costs associated
with proxy processing. The survey indicates that most firms report costs which
exceed proxy reimbursement payments, although as noted above overall
industry-wide costs appear to be generally in line with overall payments by
issuers.

As noted above, the survey and its conclusions should be qualified by its inherent
limitations. The survey is based on data obtained from a small sample of proxy
nominees. Further, we understand that none of the firms included in the survey
has a cost accounting system that reports costs separately for proxy processing,
and the firms that reported data did not provide that data according to a
standardized approach to allocating and/or estimating costs to such processing.
The data we obtained is derived from multiple sources and is limited to the firms
and positions serviced by Broadridge, and does not include data from nominees
serviced by other vendors. Accordingly, while we believe that the survey provides
useful information on the overall correlation between cost and reimbursements,
we want to be clear that the results of the survey do not purport to provide
precise statistical or other data. That objective would require more time to
conduct a significantly broader survey that employs standard formats and
methodology among all data sources.

* * *®
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We look forward to continuing to work with the Committee to assist it in
achieving its goals. Please do not hesitate to contact me with any comments or
questions.

Sincerely,

=y /8

Tom Price

Managing Director

Operations, Technology, & BCP

Securities Industry and Financial Markets Association (SIFMA)
tprice@sifma.org

212-313-1260



114 of 171

‘sl e 03 Ajdde Jou Aew pue sasodind jeuoljew.oju) |esauas 10§ papualul S| JUWNJ0P SIY| 310N

s)sonbea jJuej|g.

Mmojael LiosiAiedns JO ©IUBPIAT

SUOIBIJI2U0IOY »

juswobeue spiosey

sSaJeys pejoAun .
@2ue}S|SSy 1onss|

uonejioey aseyg.

991A18S BuljoA-19AQ »
Burouejeq

uonIsod-0j0A «

jusuodwog Bunop

seseqejeq jioddng .
]i4 Si19p|OH -
o4 Ajjeq Bunwisueay

sjeueje
jeuopeINpP .
S8)SqoM -

uopeanpyg Axoid

JUBWIBAJOAU]

Jpny ‘esuegduio) ‘jefe.
suonenboes

Pue \'1§ Jo JyBisieng.

oouabqg eng

soju] jededg .

xoqen .
jJuswebeueu 85U810J0.d »
uoeI|Idu0d3.1-did «
Bupeyjid .
uone|Iouodsey JusoIIUg .

eimyden ajeq pi0o29y

1OV 0V61 -
vsii3a-

uonefoisbbe pue uoi3a8iip-01 10}
82usiojoid JI0SIAPR/IBWIO}SND JO BIURUSIUIEW »

sdiysuonejey I0SIAPY 103SOAU|

Axoad m:_tonn:m suoljoun .Jajeaqg-id)yo.ig

sosuaiejoid 10W03SNY.
o]y Aep-piodes Ajled .

oebei103g a)id LI

*230
‘sjepaajew 30 3dj9291-UON «
suononisul Bunjop .

sopnbu] 0} puodsay

uope|Iduodsay
j}sod -

ofipupeoig

0} JUes SpiI0JvJ
3O uUoREpJIEA .

uofjejjjoucoIey

aj)eq piod9y.
s)sonboy

yoieeg.

olid 3senbay

Ajeq

Bujpuey jejdedg .
Aioajjoqg- 3«
Bugpjoyesnoy .
0H0 O’HON
$S029Y + 8I]}0N»

S02UB19j0.d J0vU03SNY)

uoiualay

pio2ay

291A138 Jualfd

uoisintadng

3ybisiang

abueyoxgzy
B)EQ IOpUIA
= anjonijseju]

juswabeuep
CRITEYETT Y

suonnqu}siq

1l xipuaddy



1150f 171

APPENDIX 2

BROADRIDGE FINANCIAL SOLUTIONS, INC.

PROXY PROCESSING

Description of the Major Processing
Activities

January 14, 2011

A comprehensive description of the major activities performed by Broadridge and by

Nominees for U.S. proxy processing.
Broadridge Confidential —= Not to be used without prior permission
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Major Proxy Processing Activities

1. Event Identification
A. Event identification / job set up / reporting / billing — Broadridge
1. Interface with every issuer and/or agent to process event notifications: electronic feed,
icsonline (www.myservice.broadridge.com), email, fax, phone
2. Collect all necessary information and enter data for job set up
a.Type of meeting
b. Search and record dates, meeting date
c. CUSIPs and classes, voting rights
3. Maintain Master Securities Database and validate all CUSIPs
4. Create vote instruction form (VIF), custom ballot and/or Notice
a. Enter proposals
b. Rule each as routine or not
c. Input Management Recommendations
d. Input proposal category for institutional investors
e. SWOP options
f. Proof and enable client sign-off
5. Collect and enter variable instructions from issuer: issuer and agent contacts, stratified
mailing, postage class, use of N&A, URL’s for electronic materials, other special
requirements
Provide for, and process, electronic and paper requests for legal proxies
Provide job flow data and reporting for issuer/nominee: icsonline, email, telephone
Maintain records for 7 years

© ® N

Create invoicing consolidated across all nominees
a. All fees
b. All postage
c. Sales tax breakdown by state
d. Generally fund postage for issuer, incur collection risk
10. Ensure capacity for peak processing — 250+ jobs/day
11. Maintain, test and validate disaster recovery and business continuity plans for
personnel, mainframe and open systems

B. Proxy infrastructure set-up responsibilities of Nominee
1. Establish network interfaces with Broadridge for secure, daily transmission of CUSIP
positions and shareholder distribution and voting instructions
2. Develop and maintain mainframe programs for proxy that interact with, but are
independent of, the nominee’s books and records
3. Establish supervisory and compliance monitoring systems, record retention and
regulatory inquiry capability

m
Broadridge Confidential Page 2
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4. Establish outsourcing contract administration and management

5. Invest in technology to accurately reconcile, communicate with clients and integrate
voting into client portals

6. Hire, train and maintain knowledgeable staff

2. Data Aggregation
A. Data aggregation 2x: Search and Record Date - Broadridge
1. Aggregate nominee position data: Search
a. Create daily file of all upcoming issuer events including CUSIPs, record and
meeting dates, type of meeting, and make available — in different formats — to
all nominee clients
b. Monitor pick up of daily file by all clients
c. Monitor response by all clients: every nominee client is required to respond
within 2 business days, even if the response file just indicates that that nominee
does not hold any positions in a given CUSIP, follow up with non-responders
d. Aggregate all responses on Search date and create summarized material
requirements to issuer, including impact of all investor preferences
e. Perform Omni search: identify all respondent banks for each Broadridge record
holder bank and whether or not that respondent is a client of Broadridge
1. Effectively aggregates entire search process so that issuer does not have
to search each record holder bank and then its respondents a day later
f. Create all required nominee and issuer reports, e.g., confirmation of records
received by nominee for every CUSIP, and make available online and in
hardcopy form where required, maintain for 7 years
2. Aggregate nominee position data twice: Record Date
a. Create daily file of all upcoming issuer events including CUSIPs, record and
meeting dates, type of meeting, and make available — in different formats — to
all nominee clients
b. Monitor pick up of daily file by all clients
¢. Monitor response by all clients: every nominee client is required to respond
within 2 business days, even if the response file just indicates that that nominee
does not hold any positions in a given CUSIP, follow up with non-responders
d. Aggregate all responses on Record date and create summarized material
reguirements to issuer, including impact of all investor preferences
e. Create and issue Omnibus proxies to tabulator for each respondent bank and
correspondent broker
f. Ingest DTCC position files and populate DTCC over reporting prevention process
for each job and each nominee
g. Create all required nominee and issuer reports and make available online and
in hardcopy form where required, maintain for 7 years
3. Maintain, test and validate that data security measures protect all client data

- 00—
Broadridge Confidential Page 3
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4. Monitor and test that data processing peak capacity exceeds projected maximum
volumes

B. Data Aggregation 2X: Search and Record Date — Nominee
1. Inquire against stock record on search and record date
2. Respond to Broadridge by CUSIP and class
3. Ensure segregation deficits are cured by close of record date.
4. Proactively manage inventory on behalf of margin accounts who wish to vote by
securing shares by record date
5. Secure legal proxies on securities for ‘fails to receive’
a. Obtain legal proxies from sellers whose shares did not make transfer by record
date
b. Provide legal proxies to counterparties or clients

3. Preference Management
(Complex set of business rules and databases whose output enables investors to be notified in @ manner of
their choosing consistent with the proxy rules, and minimizes the amount of physical material distribution
through a combination of consolidation of positions and the use of electronic distribution consistent with
investor consent.)
A. Preference management — Broadridge

1. Build, maintain, manage investor preference
a. E-delivery

1. Provide a means on each physical delivery and on each electronic retail
voting platform for account holders to enroll in electronic delivery

2. Enrolled accounts appear on the e-delivery preference database and
receive e-mails with links pointing to the issuer's information and
hyperlinks for any response action that can be taken

3. E-mails that cannot be delivered to the e-mail address on file are
divided into 'hard' fails and 'soft' fails

4. Soft fails are attempted repeatedly and if unsuccessful over 'n' number
of attempts become hard fails

5. Hard fails inactivate the enrollment; the information that was to be sent
electronically is sent in physical form to the address on file and the
accompanying text requests that the enrollee provide an updated e-
mail address

6. Any subsequent deliveries to the failed email address are routed to the
paper process and the enroliment is considered suspended until an
updated email address is provided

b. Householding

1. For every new client/account combination encountered in the edit load
process generate a householding request.

2. If client/account fails to notify BR within 65 days of the request that
they do not want their account householded with other accounts for
the same last name and address, mark the client/account combination
as active for householding in the HH database

™ /—/——
Broadridge Confidential Page 4
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¢. Managed Accounts
1. Maintain account or account series instructions to redirect material to
manager
2. Consolidate multiple underlying accounts into a single distribution
3. Complex business ruies at the nominee level to maximize consolidation
4. See ‘Proxy Processing for Managed Accounts,” submitted to the NYSE
PFAC, November 29, 2010
d. ProxyEdge/Vote agent
1. Broadridge uses an account master file or custodian group codes to
designate which ProxyEdge institutional client or vote agent partner has
voting authority over a particular account
2. Maintain Institutional Account master database with relationships
between Institution ID, Custodian Account number, holding account
number and group code if used
3. Enables consolidation of accounts for the same voting entity to be
consolidated across nominees, which significantly streamlines the
institutional voting process
4. Provide a means by which 'paper’ ballots can be reactivated in the
system automatically
e. Investor mailbox
1. Some brokers have integrated shareholder communication into their
electronic client service sites showing items such as proxy and interim
distributions as items for attention to pertinent account holders.
2. Provide files of pertinent information or format data to be ingested into
broker's system
3. Provide daily file of active e-mail addresses
4. Provide daily file of hard or hard and soft e-fails
2. Database updated daily via:
a. Electronic feed
b. E-mail, fax instructions
c. Various online enrollment processes
3. Enable unenrollment processes: opt out of householding, e-delivery
4. Manage e-fail process — flag account as inactive and send hard copy notification and
access instructions for material
5. Every record sent by each nominee in its Search and for Record Date response files must
be compared to the entire preference database, and then sub-streams are created
within each job which consolidate similar preferences prior to actual distribution
6. Process contains very complex sets of business rules allowing for determination of
‘effective’ preference when an account has several, e.g., account redirected to a
manager who in turn elects to use ProxyEdge
7. Requires ongoing changes and maintenance of sophisticated business rules to maximize
the reduction in mailed material

a. Default for every position is paper distribution

-
Broadridge Confidential Page 5
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B. Preference Management requirements of Nominee

1. Provide and maintain account and account range specific distribution processing as well
as voting instructions for certain special circumstances via daily transmissions

2. Open firewall to permit Broadridge to provide account instructions it has collected from
shareholders

3. Daily e-mail file, e-fails, institutional account master updates

4, Maintain NOBO/OBO status

5. Maintain investment manager overrides

4. Material Distribution

A. Material distribution — Broadridge
1. Create unique distribution streams for each job: physical mail, e-delivery, ProxyEdge,
vote agent, taking into account investor preference
2. Householding process requires programs to identify same last name/address across
different formats used by each nominee
3. Within physical mail, create sublevei streams to maximize postal discounts
4. Mark each piece with the number of the piece in the print run and the number of the
envelope in the print run to which it belongs and the number of the piece within the
envelope on a 2D barcode for automated insertion control
5. Receive, inspect, weigh, inventory and warehouse all material
6. Match material to mail media — VIF — and insert
a. Run processes for job level piece reconciliation
b. Manage all postal receipts
7. Monitor all e-delivery for delivery through Internet Service Providers (ISPs)
a. Create one 'bookend' message for each 2,000 outbound e-mails to aid in
verifying delivery through major ISPs
b. Monitor the e-mail distribution process to ensure that all e-mails created by the
mainframe are distributed by the Internet e-mail device
¢. Monitor the e-fail process and report hard fails back to the clients who
maintain their own e-mail addresses
d. Manage ‘white label’ listing with ISPs to ensure delivery through ISP spam
filters, follow up on issues identified in (i) and (ii) above
8. Manage ProxyEdge/vote agent process

a. Meeting information is sent to ProxyEdge and CDF (consolidated data feed for
vote agents) as soon as the job is set up

b. Agenda and ballot information is sent to ProxyEdge and CDF when the
information for the job is distributed

c. ProxyEdge information is held in an Oracle database which is updated with new
meeting, agenda and ballot information daily, shortly after midnight of the day
the job was created or sent to production for distribution

d. Similar files are sent to the major vote agents to allow the tight coupling of
their electronic voting systems with ProxyPlus

“
Broadridge Confidential Page 6
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e. The vote agents confirm back that they have been able to integrate the ballots
sent them on a ballot level which implies that the meeting and agenda
information pertinent to that baliot is also available

9. Manage material surplus

10. Create reports for issuers, nominees on status, etc., maintain for 7 years

11. In order to insure that material distribution can continue without interruption
Broadridge has in place a business continuity plan that requires two redundant highly
protected data centers separated by approximately 1,200 miles, each of which can
deliver print output to any of five remote print locations via IP print protocol

B. Material distribution requirements of Nominee
1. Monitor distribution dates, respond to queries, replace lost material

5. Client Service
A. Client services: Issuers / Nominees / Institutions — Broadridge
1. Respond to an average of 10,000 phone and 40,000 e-mail inquires monthly, with large
spikes during proxy season
2. Provide full functionality on icsonline for nominees, issuers and agents: receive more
than 1.5 million inquiries annually
3. Guide issuers through process — only once a year activity for most issuers
a. Especially demanding with regulatory changes: Rule 452, Say When On Pay
Provide direction on any and all regulatory change
Implement and maintain online tools
Respond and take action on items requiring reconciliation to DTCC
Maintain records for 7 years

Nowus

B. Client Services: shareholders, branches, issuer requirements of Nominee

1. Respond to 7,500 inquiries per year per broker (30 per day on average with higher peaks
during season)

2. Maintain website and other educational media for branches and clients re meeting
dates and agenda, legal proxy requests, NOBO/OBO choice, client preference options
such as householding, e-consents

3. Special handling of 401k plans, split and partial voting of omnibus accounts, SPAC's,
complaints re solicitor calls

4. Respond to issuer requests for information regarding unvoted shares

5. Educate clients about margin positions, rehypothecation impact on voting, control
numbers

6. Remind clients with significant holdings to vote

7. Respond and take action on items requiring reconciliation to DTCC

= _____________________________ ]
Broadridge Confidential Page 7
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6. Vote Processing and Issuance
A. Vote processing, issuance, reporting, audit — Broadridge
1. Manage and maintain nominee specific vote processing instructions:
a. No discretionary vote
b. Proportional vote
c. Proportional vote distinguishing retail and institutional accounts
d. Standing instructions for some brokers for certain accounts or ranges of
accounts, e.g., proprietary trading accounts
e. ProxyEdge clients can provide general instructions based on proposal
classification code, e.g., always vote for management and against shareholder
proposals; or they can provide specific standing instructions at a lower level of
proposal classification code granularity, e.g., always vote ‘3’ for proposal
category code 029413 which is one of the ‘say when on pay’ proposal options.
f. Standing Instructions are recorded when the job is distributed.
2. Maintain the over reporting prevention service
a. Real time workflow tool matching DTCC position data with nominee position
data and investor voting
3. Process, monitor, report, reconcile and audit ProxyVote, telephone, ProxyEdge, vote
agent voting
a. ProxyVote.com and telephone voting are supported by multiple sites with
multiple servers in each site and a backup copy of the database available at the
secondary site in the event that the primary database site is not available.
b. Shareowners can instruct their positions 24X7X365
c. Mobil Device Voting is being introduced for the 2011 Proxy Season
d. Vote agents provide vote files at scheduled intervals throughout the day which
are designed to coincide with the various vote reporting cycles
e. Each vote file received is edited in a validation routine and a validation file is
returned to the vote agent indicating the number of votes in the transmission,
the number that were accepted based on the edit and the number that were
rejected along with a reason for the rejection so the instruction can be
remediated and include in the next vote file.
f. All of these vote file and validation file transmissions are encrypted in a secure
file transfer protocol supplied by Broadridge
g. Incoming VIF returns are sorted based on a post-net bar code that is displayed
through a window in the return envelope. The sort criteria is variable, but the
basic process is to process those that are closest to meeting date, those that
have high share amounts and those that involve special processing first and
then process those that are further away from meeting date.
h. Generally all VIF returns received in a given day are processed in the day they
are received.
i. Capacity required to process > 2 million paper returns/day

e ________________________________
Broadridge Confidential Page 8
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4. Monitor, process audit and reconcile all manual voting, e.g., faxed instructions
Support direct online voting by nominees through icsonline
6. Aggregate voting across all nominees

4

a. Monitor, process, report, audit all aggregated voting
7. Report 15 days out, then every day from Meeting Date-9 to Meeting Date, including up
to 3 day of meeting votes
8. Third party audit of all processes
9. Provide access to all voting through icsonline, paper client proxies
10. Maintain records for 7 years

B. Vote processing requirements of Nominee

1. Some nominees instruct on behalf of their clients

2. Nominees can instruct client positions via ProxyVote.com, Telephone voting or via
icsonline

3. Vote reconciliation: pre- or post-distribution
Over-reporting service monitoring, adjustments, work with tabulators to resolve
differences

b. Management of multiple custodians, registered positions, DTCC adjustments, voting
positions held outside DTCC

c. Establishment of Rule 452 broker vote and proportional voting parameters.
Exception and performance reporting, site visits and audits — internal and with
Broadridge
Communicate voting opportunities to proprietary desks

f.  Books and records reconciliation/custody reconciliation — prior to distributing vote
instructions to clients

a. Maintenance of client copies

= ______ __________________________________  _________— _______—— — __—
Broadridge Confidential Page 9
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Sitma

Invested in America

November 29, 2012

Mrt. Scott Cutler

EVP and Head of Global Listings
NYSE/Euronext

11 Wall Street

New York, NY 10005

Deatr Mr. Cutler:

SIFMA supports the recommendation of the NYSE Proxy Fee Advisory Committee
(PFAC) to provide a three-year pilot of a “success fee” as an incentive for broker-dealers
to introduce technologies that enable beneficial shareholders to access proxy materials and
vote directly from their brokets’ website,

Because individual shareholders regulatly use their brokers’ websites to access account and
other related information, providing a direct connection from these websites to proxy
materials is a logical means to reverse declining retail shareholder participation in proxy
voting over the past five years.

Brokers have the ability to choose from numerous vendor solutions that allow them to
implement an electronic delivery and voting mechanism for proxy materials. These
technology solutions allow firms to implement a link from individual customer accounts
to see upcoming meeting dates and deadlines, access proxy materials and seamlessly
connect to a voting engine without an additional logon. Streamlining the investor voting
process and providing easy access to proxy materials would encourage a greater
percentage of retail customers to exercise their right to vote on items presented for a
shareholder vote.

While SIFMA does not have any statistical data to support our view, our members
strongly believe that by providing a success fee incentive, broker dealers will have a
meaningful impetus to invest in technology to allow their customets to vote on proxy
mattets directly from their brokerage account. By providing easy access to proxy material
and facilitating voting, retail satisfaction with the voting process will improve, and our
members believe that retail participation will grow. One of SIFMA’s members shared the
following anecdotal information about their success using a technology based solution for
proxy materials and voting:

“As part of our firm’s commitment to creating great outcomes for our clients, offering an
investor online mailbox for proxy and voting information has made the process simple
and convenient. By providing information with a few clicks of the mouse, clients are able

New York | Washington

120 Broadway, 35th Floor | New York, NY 10271-0080 | P: 212.313.1200 | F: 212.313.1301
www.sifma.org
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to go paperless and reduce the amount of unwanted mail. Because of these advantages, e-
delivery adoption rate increased from undet 10% to over 39% in just a few years. Along
with creating a positive client experience, our firm has seen real cost savings while
continuing our efforts in promoting an eco-friendly business environment.”

Changes related to this and other PFAC recommendations would require significant
development efforts to execute. SIFMA is committed to supporting these efforts with its

members.

Sincerely,

Thomas Price
Managing Director

cc: Paul Washington, Senior Vice President, Deputy General Counsel and Corporate
Secretary of Time Warner, Inc.
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D 1A

SECURITIES TRANSFER
ASSOCITATION, INC.

NEWS RELEASE FOR IMMEDIATE DISTRIBUTION
Securities Transfer Association Analysis of Proposed NYSE Proxy Fee Schedule

Proposed fees increase costs for issuers
Flaws in the process used in developing the proposed fee structure

NEW YORK, July 11, 2012 — The Securities Transfer Association (“STA”), the industry trade
association comprised of the transfer agents for over 12,000 large and small public companies in
the US, announced the results of an analysis of the proposed fees for proxy distribution and
communication as issued by the NYSE Proxy Fee Advisory Committee (“PFAC”). In reviewing
actual invoices for 33 issuers of varying sizes, the STA found they can expect an average price
increase of 7.43% on proxy distribution costs if the new fee structure is approved by the
Securities and Exchange Commission.

While the PFAC’s report does address several minor issues, it ultimately fails to address major
concerns raised by issuers and regulators in recent years. The PFAC’s proposals — which were
not arrived at through an independent review — raise fees for most issuers and fail to properly
address the managed accounts issue.

The STA is disappointed that the PFAC chose not to engage an independent third party to
conduct an independent cost analysis prior to recommending changes to the NYSE proxy fee
schedule, instead relying almost exclusively on data provided by a near-monopoly service
provider, Broadridge Financial Solutions Inc., with very little information or analysis provided
by independent sources or industry organizations.

“It’s surprising that the PFAC didn’t follow the NYSE Proxy Working Group’s 2006
recommendation and engage an independent auditor,” said STA President Charles Rossi. “We
support proxy fees that reflect reimbursement for reasonable expenses, but those fees should be
transparent and based on actual costs of proxy distribution and communication.”

Specific findings related to the proposed fee structure in the STA analysis of the 33 issuer
invoices are as follows:

e The proposed basic processing and intermediary unit fees result in an average
increase of 4.90%
The proposed suppression fees result in an overall average decrease of only 0.20%
The proposed nominee coordination fees to be charged result in an average increase
of 13.69%



127 of 171

e The proposed Notice and Access fees, which include charges for wrap fee accounts
result in an average increase of 0.78%

The STA is also disappointed that the PFAC recommended that issuers continue to be charged
proxy fees for separately managed accounts. This recommendation comes despite testimony
before the PFAC that almost all beneficial owners in these managed accounts make a single
election not to receive proxy materials and delegate all voting rights to the investment manager.

“Issuers shouldn’t be charged for these account positions when the beneficial owners will never
receive proxy materials and have delegated their voting rights to an investment adviser,” said
Thomas Montrone, STA Vice President and Assistant Secretary. “They should be charged for the
single proxy package that is supplied to the adviser.”

The STA’s full analysis can be read at www.stai.org.

About The STA

The Securities Transfer Association, (“STA”), is an industry trade association, established in
1911, comprising transfer agents that provide services to over 12,000 large and small public
companies in the United States. The STA and its members work closely with issuers of securities
on a variety of public policy matters and have been active for many years in advocating for a fair
and efficient system for proxy distribution and communications. Because of its influence on
corporate governance matters, the proxy processing system is extremely important to the
operation of the capital markets in the United States.

Media Contact:

Cynthia Jones

Executive Director

Securities Transfer Association, Inc.
Tel + 1 904 683-5158
cjones@stai.org

#HH
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e D LA

SECURITIES TRANSFER
ASSOCIATION, INC.

Established 1911

The Securities Transfer Association: Analysis of
Proposed NYSE Proxy Fee Schedule

July 12,2012
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L Executive Summary

The Securities Transfer Association (“STA”) analyzed 33 public company
invoices for proxy distribution services and applied a new proxy fee schedule proposed
by the New York Stock Exchange Proxy Fee Advisory Committee (“PFAC”) in May
2012, after 20 months of review. According to the STA’s analysis, the 33 issuers
participating in this study would experience, on average, a 7.43% increase in proxy
distribution costs, if this new fee schedule is approved by the Securities and Exchange
Commission (“SEC”).

The STA also found significant flaws in the composition of the PFAC and the
process used in developing the proposed fee structure.

In the STA’s opinion, the membership of the PFAC was over-representative of
financial services companies and under-representative of non-financial issuers.
Moreover, the PFAC report also relies almost exclusively on data provided by a near-
monopoly service provider, Broadridge Financial Solutions, Inc. (“Broadridge™),' with
very little information or analysis provided by independent sources or industry
organizations.

The STA is very disappointed that the PFAC failed to use an independent third-
party to analyze the data provided by Broadridge and to conduct an independent cost
analysis, prior to recommending changes to the NYSE proxy fee schedule. This
approach was recommended by the NYSE Proxy Working Group in its 2006 report, in
order to avoid a conflict of interest among Broadridge and other stakeholders. This lack
of independent data or analysis casts doubt on the PFAC’s findings.

The STA is not opposed to proxy fees that reflect reimbursement for reasonable
expenses; however, those fees should be based on actual costs and not used to fund “back
office” services that benefit only Broadridge and its clients. Basing fees on actual costs is
by no means impossible, as the financial services industry uses other processing entities
that ﬁmcti;m on an at-cost basis, with fees that are a fraction of what Broadridge charges
to issuers.

Given Broadridge’s dominant role in the proxy processing system, the STA
believes issuers should have the right to an independent review of Broadridge’s cost
structure, including its contractual arrangements with its clients, not just for the purposes

! Federal rules require broker-dealers and banks to distribute proxy materials to their customers. The cost
of distributing these materials is the obligation of the issuer, which is required by the same rules to
reimburse broker-dealers and banks for their “reasonable” expenses. Almost all broker-dealers and banks
have outsourced their proxy processing responsibilities to Broadridge.

? For example, the mutual fund industry uses a service called Networking that charges only $0.20 for 100
shareholder account records to be shared electronically between a mutual fund and its distributing broker-
dealers through an accounting platform operated by the National Securities Clearing Corporation
(“NSCC”). Ifyou contrast these fees with average processing charges by Broadridge of close to $1.00 for
each shareholder position, it becomes very difficult to argue that the fees that issuers are forced to pay for
proxy processing services are merely reimbursements for reasonable expenses.

2
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of the PFAC recommendations, but to ensure that proxy fees are only used to reimburse
broker-dealers and banks for their reasonable expenses.

The specific findings in the STA analysis of the 33 issuer invoices are as follows:

e The new basic processing and intermediary unit fees result in an average
increase of 4.90%;

e The new suppression fees result in an overall average decrease of only
0.20%;

e The new nominee coordination fees to be charged result in an average
increase of 13.69%; and

e The new Notice and Access fees, which include charges for wrap fee
accounts, result in an average increase of 0.78%.

Another disappointment in the PFAC report is the recommendation that
Broadridge fees for separately managed accounts should continue to be charged to
issuers. The PFAC claimed that “a significant part of the work involved [for separately
managed accounts] was in ‘maintaining’ or ‘managing’ the preferences attached to each
account position,” despite testimony before the PFAC that almost all beneficial owners
in these managed accounts make a single election not to receive proxy materials and
delegate their voting rights to the investment manager at account inception—a simple
account flag applied once when the account is opened.

The STA continues to maintain that issuers should not be charged for managed
account positions at the beneficial owner level when proxy voting authority has been
delegated to an investment adviser, but, instead, should be charged for the one proxy
package that is provided to the sponsor of these investment options.

The PFAC did elect to exempt any shareholder position holding 5 shares or less in
a managed account from all proxy fees. The STA estimates that the benefit of this
proposed change would be a reduction in managed account charges of only 5.49%.

However, to add insult to injury, the PFAC also recommends in its report that
wrap fee accounts be added back to issuer invoices as billable positions and charged in
the same manner as separately managed accounts, despite SEC rule interpretations that
say otherwise. Some of the modest decreases in managed account fees will therefore be
offset by new charges for all wrap fee accounts.

* New York Stock Exchange, Recommendations of the Proxy Fee Advisory Committee to the New York
Stock Exchange, at 13, May 16, 2012, available at
https://usequities.nyx.com/sites/usequities.nyx.com/files/final_pfac_report.pdf (hereinafter “NYSE PFAC
Report”).
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In summary, while several minor problems are addressed in the PFAC report, the
recommendations fail to address in a meaningful manner any of the significant concerns
that have been raised by issuers over the past several years. Instead, the PFAC
recommendations would significantly increase the basic processing and intermediary unit
fees for issuers, avoid addressing the managed accounts problem in a meaningful way,
impose a new nominee coordination fee that is unnecessary, and charge issuers the full
amount of proxy fees for wrap fee accounts.

Given the overwhelming support for reform found in the responses to the SEC’s
2010 Concept Release on the U.S. Proxy System, the STA believes a more robust review
of the fee structure should be conducted by an independent third party.
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I1. Introduction

The Securities Transfer Association (“STA”) completed a new analysis of 33
invoices for proxy distribution services and applied a new proxy fee schedule to these
invoices proposed in May 2012 by an advisory committee to the New York Stock
Exchange (“NYSE”). The public company issuers that provided these 33 invoices to the
STA would experience, on average, a 7.43% increase in proxy distribution costs, if
this new fee schedule is approved by regulators.

The STA is an industry trade association, established in 1911, comprised of
transfer agents that provide services to over 12,000 large and small public companies in
the United States. The STA and its members work closely with issuers of securities on a
variety of public policy matters and have been active over many years in advocating for a
fair and efficient system for proxy distribution and communications.

At present, the substantial majority of shareholders in the U.S. hold their
securities in “street name” within their brokerage and bank accounts, rather than holding
shares in their own name as a registered owner on the records of an issuer’s transfer
agent.

Securities and Exchange Commission (“SEC”) rules require broker-dealers and
banks to distribute proxy materials to their customers, called “beneficial owners,” under
the street name system. The cost of distributing these materials is the obligation of the
issuer, which is required by the same rules to reimburse broker-dealers and banks for
their “reasonable” expenses.

Almost all broker-dealers and banks have outsourced their proxy processing
responsibilities to one service provider, Broadridge, which operates as a near-monopoly
in this market. As an agent of these financial intermediaries, Broadridge distributes
annual meeting proxy materials to beneficial owners, while transfer agents generally
distribute proxy materials to the registered shareholders listed on their records.

Since 1937, the NYSE has determined the level of reimbursement for proxy
distribution and communications activities to be provided to their member broker-dealers.
The proxy fee schedule developed by the NYSE is used by banks and other stock
exchanges for the same purpose. This fee schedule appears in NYSE Rules 451 and 465.

On May 16, 2012, the NYSE Proxy Fee Advisory Committee (“PFAC”) released
a report with recommendations for modifications to the NYSE proxy fee schedule.* The
PFAC was established in September 2010 to review NYSE proxy rules and their
application to issuers and other stakeholders. This review was long overdue, as the proxy
fee schedule was last modified in 2002.

* New York Stock Exchange, Recommendations of the Proxy Fee Advisory Committee to the New York
Stock Exchange, May 16, 2012, available at

https://usequities.nyx.com/sites/usequities.nyx.com/files/final_pfac_report.pdf (hereinafter “NYSE PFAC
Report™).
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In its report, the PFAC acknowledges that nearly all of the banks and broker-
dealers using the street-name system have outsourced their proxy activities to Broadridge.
As a result of the lack of a market-based system to establish proxy fees, Broadridge has a
unique and special interest in advocating for modifications to the NYSE-regulated fee
schedule that will primarily benefit the company and its clients.

The PFAC itself noted the near-monopoly status enjoyed by Broadridge in saying
“almost all proxy processing in the U.S. is handled by a single entity.” This status
provides Broadridge with an information advantage that can only be addressed through
an independent audit of the company’s costs, as the relationship between the fees it
charges—for both regulated and unregulated services—and the costs it incurs to provide
proxy services are unknown outside of Broadridge. Payments made by issuers essentially
go into a “black hole,” and it is impossible to know where proxy fees are being used
without an independent audit of Broadridge’s costs and the fee sharing arrangements it
has with its clients.

Given Broadridge’s dominant role in the proxy processing system, the STA is
very disappointed that the PFAC failed to use an independent third party to analyze and
recommend changes to the NYSE proxy fee schedule. This approach was recommended
by the NYSE Proxy Working Group in its 2006 report, in order to avoid a conflict of
interest among Broadridge and other stakeholders:

The Proxy Working Group therefore recommends that the NYSE
should periodically re-evaluate the fees structure to ensure that no
entity is unduly profiting off the current system. Issuers and
shareholders deserve periodic confirmation that the system is
performing as cost-effectively, efficiently and accurately as
possible, with the proper level of responsibility and
accountability in the system.

To achieve these objectives, the Proxy Working Group
recommends that the NYSE engage an independent third party to
analyze what is a ‘reasonable’ amount for issuers to be charged
pursuant to Rule 465 and to conduct cost studies of the current
services provided by [Broadridge] and commission an audit of
[Broadridge] costs and revenues for proxy mailing. These studies
and audit should include a detailed review of [Broadridge’s]
actual and anticipated future costs, especially in light of the new
electronic delivery proposal by the SEC. The NYSE should
disclose the findings of these regular reviews to a Sub-Committee
of the Working Group before instituting any changes to the
current fees.

* NYSE PFAC Report at 2.
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The Working Group also recommends that the NYSE review
[Broadridge’s] contract arrangements with brokers. It is
understood that these contracts are designed to cover the brokers’
costs of providing information about beneficial owners to
[Broadridge], but since this reimbursement is tied to the fees
regulated by the NYSE, they should be carefully reviewed to
make sure that these agreements are not covering other costs
unrelated to beneficial owner information.®

Unfortunately, none of these recommendations were followed. Instead, the
NYSE assembled a group of 12 individuals to evaluate its proxy rules.” Ofthese 12
individuals, at least 7 represent issuers in the financial services sector® and only 4
represent non-financial issuers.’

While several minor problems are addressed in the PFAC report, the
recommendations fail to address in a meaningful manner any of the significant concerns
raised by issuers over the years and discussed in the 2006 NYSE Proxy Working Group
Report and the 2010 SEC Concept Release on the U.S. Proxy System. The PFAC
recommendations also will increase costs for issuers without providing any new services
to them.

The PFAC report relies almost exclusively on data provided by Broadridge, with
very little information or analysis provided by independent sources.'® The lack of
objectivity in the PFAC recommendations will not result in an overall decrease in issuer
costs of 4%, as represented by the PFAC report. Rather, the modifications advocated by
the PFAC are going to increase average costs by 7.43% for the 33 issuer invoices
analyzed by the STA staff.

The following table compares the average total invoice cost, both current and
proposed, for the 33 issuers participating in this STA study, using a breakdown into 3
categories, based on the number of shareholder positions:

¢ New York Stock Exchange, Report and Recommendations of the Proxy Working Group to the New York
Stock Exchange, at 28, June 5, 2006, available at http://www.nyse.com/pdfs/PWG REPORT.pdf.

" NYSE PFAC Report at 6-7.

8 NYSE Euronext, Vanguard Group, Visa, Inc., JPMorgan Chase, Acadia Realty Trust, Goldman Sachs,
and Resource Capital Corp.

® Time Warner, Inc., Northeast Utilities Co., Hewlett-Packard, Co., and Merck & Co. The 12" member of
the PFAC was the former Chief Executive Officer of NYSE Regulation.

' As an example, more than 25% of the footnotes in the PFAC Report cite and rely on data provided solely
by Broadridge. Only 3 of 38 footnotes rely on information developed by outside third parties. The balance
of the footnotes cite SEC and NYSE sources.




135 of 171

TABLE #1: Average Total Invoice Changes for 33 Issuers

Range of Shareholder Average Total Average Total Percentage
Positions Invoice (Current) Invoice (Proposed) Change
110 - 10,000 $4,016 $4,328 +7.8%
10,001 - 200,000 $42, 921 $44,268 +3.1%
200,001 — 2.4 million $992,376 $1,025,144 +3.3%

III. The STA Study and its Methodology

- This study by the STA provides an analysis of the proxy fee changes
recommended by the PFAC. The study was completed by the STA staff using 33 actual
Broadridge invoices for beneficial owner data processing and proxy distribution services.
These invoices were sent to issuers between January 2010 and June 2012. These invoices
were priced using the new fee schedule and then compared to the current fee schedule
used for these invoices.

The 33 Broadridge invoices, which included individual shareholder position
volumes, were provided to the STA anonymously by issuers of varying sizes. The issuer
invoices range from 110 beneficial owner positions to 2.4 million beneficial owner
positions.'!

In order to conduct this cost study, STA staff applied the proposed proxy fee
schedule, as described in the PFAC report of May 16, 2012. Postage and sales tax
charges were excluded from the total amounts for both the current invoices and the
invoices created using the new fee schedule.'?> Other assumptions that were used in the
calculations are disclosed in the descriptions below about each fee modification proposed
by the PFAC.

IV. Modifications to the Basic Processing Fee and the
Intermediary Unit Fee

The current NYSE fee schedule contains a $0.40 basic processing fee and a $0.10
intermediary unit fee, adding up to a total processing fee of $0.50 per shareholder
position. These fees drop to $0.45 per position for issuers with 200,000 or more
beneficial owners.

"' The STA study evaluated: (a) 11 invoices between 110 and 10,000 shareholder positions; (b) 14 invoices
between 10,001 and 200,000 shareholder positions; and (c) 8 invoices between 200,001 and 2.4 million
shareholder positions.

'2 This assumption was made despite the fact that Broadridge derives revenue from postage by charging a
rate that is higher that its actual postage costs.
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These processing fees were originally intended to be charged for processing
act1v1t1es in connection with a physical proxy package being mailed to a beneficial
owner.”> However, this fee continues to be assessed on all shareholder positions, even
when no proxy packages are mailed, including for managed accounts where the
beneficial owner neither receives, nor expects to receive, any proxy materials at all.

The PFAC recommends moving away from the distinction between large issuers,
which are charged $0.45 per position, and smaller issuers, which are charged $0.50 per
position. In place of this framework would be a tiered pricing model, using five tiers.
Each issuer would pay the rate Tier I rate for the first 10,000 positions, with decreasing
rates calculated on additional positions in the higher tiers. The following table
summarizes these proposed rates:

TABLE #2: Proposed PFAC Tiered Processing Fees

Number of Current Proposed Change in

Tiers Positions Processing Fees Processing Fees Fees (%)

I 1-10,000 $0.50 $0.64 +28.0%

II 10,001 — 100,000 $0.50 $0.63 +26.0%

111 100,001 —300,000  $0.50 (<200K) $0.56 +12.0%
$0.45 (> 200K) $0.56 +24.4%

AY 300,001 — 500,000 $0.45 $0.49 +8.9%

A" 500,001 + $0.45 $0.42 -6.7%

In its report, the PFAC stated that its goals for these fees were to recognize the
existence of economies of scale and to change the “cliff” pricing model that causes
issuers w1th 201,000 positions to be charged significantly less than issuers with 199,000
pos1t10ns * In making these changes, however, the PFAC is recommendmg a significant
increase in this fee for the substantial majority of issuers, with no new services being
offered.

The PFAC justifies its recommended increases in the intermediary unit fee by
noting that the “work of the intermediary has been enhanced over time, responding to the
needs of all participants — issuers, banks and broker, investors — in addition to responding
to changing regulatory requests.”!> However, the PFAC provides no data for this

1 See Securities and Exchange Commission, Order Approving Proposed Rule Change Relating to the
Transmission of Proxy and Other Shareholder Communication Material, SEC Release No. 34-41117, 64
Fed. Reg. 14, 294, at 14, 295 (Mar. 24, 1999) (“Under the fee structure in effect prior to March 14, 1997,
NYSE member firms were permitted to charge NYSE issuers a basic processing fee of $.60-$.70 for each
proxy package (i.e. proxy statement, form of proxy, and annual report delivered to a beneficial owner.”
(emphasns added).

* Under the current fee schedule, an issuer with 201,000 positions would be charged $0.45 per position, for
a total basic processing and intermediary fee of $90,450. An issuer with 199,000 posmons, just under the
200,000 pricing “cliff” would be charged $0.50 per position, for a total basic processing and intermediary
fee of $99,500. Ignoring the difference in number of positions, this difference is about 10%.
!5 NYSE PFAC Report at 12.
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assertion, except to note that work is being done to improve end-to-end vote
confirmation. The PFAC also provides no data on how these fees (and other proxy
charges) are shared between Broadridge and its broker-dealer and bank clients. It
remains unknown how extensive this fee sharing is due to the lack of an independent
audit of these activities.

The new basic processing and intermediary unit fees proposed by the PFAC,
when applied to the 33 invoices in the possession of the STA, result in an average
increase of 4.90% for the issuers involved.'® Each of the 33 issuers in this study would
receive an increase in their processing fees under this new tiered framework.
Additionally, despite its expression of concern for the cost of proxy processing for
smaller issuers, the PFAC is recommending significant increases for small- and mid-cap
issuers.

The following table compares the average processing and intermediary unit fee
charges, both current and proposed, for the 3 categories of issuers involved in this STA
study:

TABLE #3: Average Processing and Intermediary Fee Changes for 33 Issuers

Range of Shareholder Average Fees Average Fees Percentage
Positions (Current) (Proposed)  Change
110 - 10,000 $1,191 $1,530 +28.5%
10,001 - 200,000 $17,764 $22,611 +27.3%
200,001 — 2.4 million $624,731 $648,003 +3.7%

As discussed below, this new framework would permit these higher fees to be
charged for separately managed accounts and for wrap fee accounts. Broadridge does not
charge currently for wrap fee accounts, as it is not permitted by the SEC.

V.  Modifications to the Paper and Postage Elimination Fee

The current NYSE fee schedule contains a $0.50 per shareholder position fee for
suppressing the need to mail proxy materials to certain beneficial owner positions, such
as for householding and/or electronic delivery. This fee is reduced to $0.40 per position
for issuers using the Notice and Access format. This fee is also reduced to $0.25 per
position for larger issuers, i.e., those with 200,000 or more beneficial owners.

Without any detailed analysis (or discussion) regarding the cost of providing these
services, the PFAC recommends that these fees be reduced to $0.32 per position for

' These 33 issuers paid $5,259,650.90 in basic processing and intermediary unit fees, according to the
Broadridge invoices in the possession of the STA. Under the tiered pricing model proposed by the PFAC,
these issuers would pay $5,517,402.08 in basic processing and intermediary unit fees, an increase of 4.90%.

10
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ProxyEdge, householding, and e-delivery activities.'” PFAC also recommends that the
suppression fee for managed accounts be reduced to $0.16 per position, again without
any review of costs.

Despite the recommended fee reductions, these new suppression fees, when
applied to the 33 invoices in the possession of the STA, result in an overall average
decrease of only 0.20%, primarily because suppression fees would increase for issuers
with more than 1 million positions.

The following table compares the average suppression fee charges, both current
and proposed, for the three categories of issuer involved in this STA study:

TABLE #4: Average Suppression Fee Changes for 33 Issuers

Range of Shareholder Average Fee Average Fee Percentage
Positions (Current) (Proposed)  Change
110 - 10,000 $622 $360 -42.1%
10,001 - 200,000 $9,949 $5,666 -43.1%
200,001 — 2.4 million $170,807 $178,284 +4.4%

The PFAC report also discusses the “evergreen” issue, which involves the
question of whether it is appropriate to charge a suppression fee not only in the year when
electronic delivery is first elected, but also in each year thereafter. This issue was raised
in the 2010 SEC Concept Release on the U.S. Proxy System. "

In its discussions with brokerage firms and Broadridge, the PFAC concluded that
there is significant processing work involved in keeping track of a shareholder’s election
on an ongoing basis, especially regarding the preference attached to each account
position regarding proxy distribution, both for householding and for eliminating paper
delivery altogether. For this reason, the PFAC seeks to change the concept of a paper and
postage elimination fee into a “preference management fee.”

The PFAC proposes to change the purpose of this fee without any explanation of
what “significant processing work™ is involved. The PFAC also does not explain why
issuers are to continue paying for certain suppressions that should be the sole
responsibility of broker-dealers.

'” Even though not mentioned in the PFAC Report, the STA assumes that consolidation activities would
also be subject to a new fee of $0.32, under the fee schedule proposed by PFAC.

'®* These 33 issuers paid $1,512,581.75 in postage and printing elimination fees, according to the
Broadridge invoices in the possession of the STA. Under the fee schedule proposed by the PFAC, these
issuers would pay $1,509, 556.80 in postage and printing elimination fees, a decrease of 0.20%.

* Securities and Exchange Commission, Concept Release on the U.S. Proxy System, July 22, 2010,
available at http://www.sec.gov/rules/concept/2010/34-62495fr.pdf.

11
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A significant problem with the proposed “preference management fee” concept is
that the PFAC report fails to distinguish between these suppression fees and the basic
processing and intermediary unit fees also charged for these positions. If Broadridge is
paid to “keep track” of a shareholder preference regarding householding or electronic
delivery, it should not also be permitted to charge a basic processing fee and an
intermediary unit fee for positions that are suppressed.?’ These fees were intended to
cover the printing of a Voting Instruction Form (“VIF”) and enclosing it with an annual
report, proxy statement, and return envelope in a poly wrapped package. If these basic
processing functions are not performed, then these fees should not be charged for a
suppressed account.

Additionally, and as discussed below, this new framework would permit these
fees to be charged for separately managed accounts and wrap fee accounts. These are
accounts in which the shareholder has delegated investment discretion and proxy voting
authority to an investment adviser. No proxy materials are distributed to the shareholder
who has delegated authority and no proxy voting occurs at the beneficial owner level.
Any processing activities by broker-dealers and Broadridge to manage these accounts
where proxy voting has been delegated should not be the financial responsibility of the
issuer.

VI. Changes to the Nominee Coordination Fee

The current NYSE fee schedule contains a nominee coordination fee of $20 per
nominee. This fee is charged for each nominee that responds to a search request with an
indication that it has at least one shareholder position (or account) holding an issuer’s
stock.?! According to the PFAC, there are at least 900 banks and broker-dealer nominees
that need to be contacted with a search request for shareholder positions for each issuer.

The PFAC recommends that this nominee coordination fee be increased by 10%,
to $22 per nominee. As proposed, the rule would specify that the fee applies only to
nominees with at least one account holding the issuer’s stock.

The rule also would permit Broadridge and other broker-dealer agents to charge a
new fee of $0.50 per nominee for those nominees indicating that they have no holdings of
the stock involved. This new supplemental nominee fee would be capped at $100 for
issuers with fewer than 10,000 shareholder positions.

The STA’s analysis of the application of this new fee framework indicates an
average increase of 13.69% in nominee fees for the 33 Broadridge invoices in the

% Broadridge also charges a Notice and Access fee to issuers using this format, something that also should
not be charged for suppressed accounts.

?! See NYSE PFAC Report at 10.

?2 See NYSE PFAC Report at 3.
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STA’s possession.” However, the application of these proposed fees differs among
issuers, depending on their size:

® Microcap Issuers. For issuers with fewer than 10,000 shareholder positions,
this would result in a 10% increase, from $20 to $22 in the nominee coordination
fee, plus a new charge of $100 for contacting other nominees that indicate no
shareholder positions in an issuer’s stock.

e Small/Mid Cap Issuers. For issuers with more than 10,000 positions and less
than 200,001 positions, this new fee framework is quite costly, as these issuers
typically have between 100 and 300 nominees holding their stock. Under the new
fee schedule, an issuer with 100 nominees would be charged a nominee
coordination fee of $2,200, an increase of 10%. This issuer also would be
charged $0.50 for each of the 800 nominees which responded negatively to a
search request regarding that issuer’s stock.”* This issuer’s nominee fees would
rise from $2,000 under the current fee schedule to $2,600 under the proposed
PFAC schedule, an increase of 30%.%

An issuer with 300 nominees would be charged a nominee coordination fee of
$6,600, an increase of 10%. This issuer also would be charged $0.50 for each of
the 600 nominees which responded negatively to a search request. This issuer’s
nominee fees will rise from $6,000 under the current fee schedule to $6,900 under
the proposed PFAC schedule, an increase of 15%.%

e Large Cap Issuers. For issuers with more than 200,000 positions, this new fee
framework will result in a less dramatic increase in fees, as these issuers have an
average of 700 nominees holding their stock in the invoices reviewed by the STA
staff. An issuer with 700 nominees would be charged a nominee coordination fee
of $15,400, an increase of 10%. This issuer also would be charged $0.50 for each
of the 200 nominees which responded negatively to a search request. This

% These 33 issuers paid $183,800 in nominee coordination fees, according to the Broadridge invoices in the
possession of the STA. Under the fee schedule proposed by the PFAC, these issuers would pay $208,958
in nominee coordination fees, including the new $0.50 charge for nominees not holding any shareholder
positions, resulting in an overall increase of 13.69%.

* In making these calculations, the STA assumes a total of 900 nominees contacted for each issuer
involved.

% Under the current fee schedule this issuer would be charged $20 for each of the 100 nominees holding at
least one shareholder position of the issuer’s stock, or $2,000. Under the proposed PFAC fee schedule, this
fee increases 10% to $22 per nominee holding at least one shareholder position plus a new $0.50 charge for
each of the other 800 nominees responding negatively about holding the issuer’s stock, or $2,600 ($2,200 +
$400).

26 Under the current fee schedule this issuer would be charged $20 for each of the 300 nominees holding at
least one shareholder position of the issuer’s stock, or $6,000. Under the proposed PFAC fee schedule, this
fee increases 10% to $22 per nominee holding at least one shareholder position plus a new $0.50 charge for
each of the other 600 nominees responding negatively about holding the issuer’s stock, or $6,900 ($6,600 +
$300).
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issuer’s nominee fees would rise from $14,000 under the current fee schedule to
$15, 500 under the proposed PFAC schedule, an increase of 10.71%.%’

The following table illustrates the application of this new fee framework on the 3
categories of issuer invoices analyzed by the STA:

TABLE #5: Average Nominee Fee Changes for 33 Issuers

Range of Shareholder Average # Average Fee Average Fee Percentage
Positions Nominees (Current) (Proposed)  Change
110 - 10,000 68 $1,356 $1,592 +17.4%
10,001 - 200,000 188 $3,767 $4,500 +19.5%
200,001 — 2.4 million 726 $14,518 $16,056 +10.6%

The STA objects to both a 10% increase in the nominee coordination fee and the
imposition of a new fee for a negative response to a search request. The search request
process is handled electronically and most of the process is automated. This new fee
framework ignores the efficiencies of an electronic system and imposes unnecessary
costs on issuers for activities that do not add additional services for them.

The PFAC stated that it adjusted the nominee transmission fees to align them
“with the work effort involved” and to reflect the depreciation of the fee by a 29%
inflation factor since 1997.2 However, as noted elsewhere in the PFAC report, there is
no independent analysis of the actual costs of providing these proxy services, nor is there
a clear argument as to why the issuer should be paying for activities related to the
transmission of information by a broker-dealer (or a bank) to its proxy service provider.
A decision to outsource proxy activities may be efficient for the broker-dealer or bank,
but the issuer should not be saddled with extra costs as a result of this outsourcing
process.

A comparison to a similar process in the mutual fund industry suggests that a
deeper analysis of the actual costs of this activity may have generated a different result.
Record date information and requests for shareholder identification information and share
positions are routinely processed between mutual funds and broker-dealers through the
National Securities Clearing Corporation (“NSCC”) Networking service at a cost of only
$0.20 per 100 shareholder positions for the fund and a broker-dealer. There is no
nominee fee, or any fee for contacting all nominees, as record date announcements are

%7 Under the current fee schedule this issuer would be charged $20 for each of the 700 nominees holding at
least one shareholder position of the issuer’s stock, or $14,000. Under the proposed PFAC fee schedule,
this fee increases 10% to $22 per nominee holding at least one shareholder position plus a new $0.50
charge for each of the other 200 nominees responding negatively about holding the issuer’s stock, or
$15,500 ($15,400 + $100).

2 See NYSE PFAC Report at 10.
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routinely processed to all NSCC participants, including broker-dealers and custodial
banks.

VII. Modifications to the Notice and Access Fee

Broadridge fees for issuers using the Notice and Access format are currently not
included in the NYSE proxy fee schedule. This fee is tiered, starting at $0.25 per
shareholder position for the first 10,000 beneficial owners and then reducing itself to
$0.05 per position for any beneficial owner positions that exceed 500,000.%

The fees for Notice and Access processing are currently unregulated and appear to
be applied in the same manner that processing fees were in the past, despite the
significantly lower costs associated with one-page mailings and electronic delivery
compared to full proxy package mailings. Again, the lack of an independent audit
hampers the ability of the market to know how proxy fees are being used and why these
fees are needed to handle a much lower level of mail processing, i.e., the mailing of one
piece instead of a four-piece proxy package.*

Without any evaluation or discussion of the costs of providing these services, the
PFAC is recommending that Notice and Access fees be included in the NYSE fee
schedule at their current levels. Despite issuer concerns that Broadridge charges these
fees for all account positions holding an issuer’s shares—including those that are already
suppressed—the PFAC decided not to change any Broadridge practices involving these
fees.

When Notice and Access fees are applied to the 33 invoices in the possession of
the STA, these fees increase by 0.78%, largely as a result of wrap fee accounts being
added back into issuer invoices in the same manner as other managed accounts.®' The
new Broadridge charges for wrap fee accounts, which are not subject to proxy fees
currently, are discussed in the next section on separately managed accounts.

VIIL. Modifications to the Fees Charged for Separately Managed
Accounts

For a number of years, Broadridge and its broker-dealer clients have been
charging issuers a series of proxy fees for separately managed accounts at the beneficial
owner level. These fees are being charged despite the fact that investors in these

» For positions between 10,001 — 100,000, the fee is $0.20 per position; for positions between 100,001 —
200,000, the fee is $0.15 per position; and for positions between 200,001 — 500,000, the fee is $0.10 per
position. For issuers with beneficial owner positions that total 6,000 or less, Broadridge charges a flat fee
of $1,500.

%® As noted earlier, a full proxy package consists of four pieces: a VIF, an annual report, a proxy statement,
and a return envelope.

3! These 33 issuers paid $578,854 in Notice and Access fees, according to the Broadridge invoices in the
possession of the STA. Under the fee schedule proposed by the PFAC, these issuers would pay $583,381
in Notice and Access fees, an increase of 0.78%. This increase is a result of the PFAC recommendation to
add back to issuer invoices all wrap fee accounts in the same manner as separately managed accounts.
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accounts are not receiving—or expecting to receive—any proxy materials and are not
casting any proxy votes.

Under current practices, Broadridge and its clients do not charge issuers for
processing wrap fee accounts at the beneficial owner level. These broker-dealer accounts
function in the same manner as separately managed accounts for the purpose of proxy
voting activities.

A more detailed explanation of broker-dealer managed account programs and
their costs can be found in Appendix A.

The documentation and data processing for both wrap fee accounts and separately
managed accounts are standardized within a broker-dealer’s accounting platform. Both
types of accounts are flagged at the time they are created for the broker-dealer’s own
purposes, as well as to suppress transaction confirmations and issuer communications at
the beneficial owner level. For the purpose of proxy voting, these accounts only require
the distribution of one proxy package—whether by mail or electronically—for each
investment adviser possessing delegated voting authority.

According to the PFAC, “a significant part of the work involved [for separately
managed accounts; was in ‘maintaining’ or ‘managing’ the preferences attached to each
account position.”*? Yet, during testimony before the PFAC, it was acknowledged that
almost all beneficial owners in these managed accounts make a single election not to
receive proxy materials and delegate their voting rights to the investment manager at
account inception—a simple account flag applied once when the account is opened.
Apart from the flag being read by a computer program, the PFAC does not in its report
discuss what additional effort is required that justifies the “significant” work of
managing these account preferences.

Additionally, the report does not state the exact percentage of managed accounts
that actually elect to receive materials, nor does it clarify what percentage of accounts
would be impacted by its recommended fee changes—which, as discussed below, include
wrap fee accounts.

Despite this lack of detailed analysis, the PFAC decided that managed account
fees should remain an issuer expense, as the maintenance of the investor “preference”
should be handled in the same manner as in any other beneficial owner election, such as
consenting to electronic delivery. The PFAC also concluded that issuers benefit by
having “added investment” in their stock and by having investment fiduciaries voting at a
higher rate than the typical retail investor outside of a managed account.

On this latter point, the PFAC provides no justification as to why issuers should
have to pay for the proxy votes of investment fiduciaries which are required to vote under
SEC and U.S. Labor Department rules. Asking issuers to pay for these expenses is no

%2 NYSE PFAC Report at 13.
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different than proposing that companies reimburse institutional investors for their
custodial expenses.

The PFAC decided that issuers and brokers should share in the cost of the
processing work involved with managed accounts. For this reason PFAC recommends
that the paper and postage elimination fee be reduced to $0.16. All other proxy fees,
including the basic processing and intermediary unit fee, the notice and access fee (when
applicable), and the proxy voting fee all would continue to be charged to issuers at the
beneficial owner level.

To add insult to injury, PFAC recommends in its report that wrap fee accounts be
added back to issuer invoices as billable positions and charged in the same manner as
separately managed accounts, despite SEC rule interpretations that say otherwise.*

The only flexibility on this issue shown by the PFAC was on the issue of
fractional shares within managed accounts. These shares were being charged the full
amount of processing, suppression, Notice and Access (when applicable), and proxy
voting fees despite a very small amount of stock involved. The PFAC decided to exempt
any shareholder position holding 5 shares or less in a managed account from all proxy
fees. The STA estimates that the benefit of this proposed change would be a
reduction in managed account charges of approximately 5.49% .>* Some of this
decrease will be offset, of course, by the PFAC recommendation to permit issuers to be
charged for all wrap fee accounts, something that is not occurring today.

For the 33 Broadridge invoices in the STA’s possession, the current fee schedule
resulted in total proxy fees for managed accounts of $1,953,020. These charges involve
2.4 million beneficial owner positions and represent 23.0% of the total charges by
Broadridge in all the invoices.”> The average charge per position was $1.04 for the
beneficial owner positions in the managed accounts involved in this study.*

Under the proposed PFAC fee schedule for managed accounts, the issuers
involved in this study would pay proxy fees for managed accounts of $1,889,870, a
decrease of 3.2%. The average charge per position would be $0.91 for the 2.4 million
beneficial owner positions in managed accounts.®’

33 See, infra, footnote 42.
* This calculation is derived by taking 5 shares and dividing it by the average of 91shares for managed
accounts with between 1 — 500 shares, as noted in the PFAC report. This results in an estimated benefit to
issuers of 5.49%. This estimate can also be calculated by taking the $4.2 million savings noted in the
PFAC report and dividing into the STA’s estimated $70 million cost to issuers of this managed account
practice. This calculation results in an estimated benefit to issuers of 6%. See NYSE PFAC Report at 17.
% These 33 issuers paid a total of $8,584,072 in proxy fees to Broadridge, excluding postage and sales tax.
Of this amount, $1,953,020 was paid in managed account charges, representing 23.0% of the total fees

aid.
£ The per position charges ranged from $0.76 to $1.21, depending on the size of the issuer and whether or
not the Notice and Access format was used. These STA calculations include the proxy voting fee of $0.06,
even though that fee is invoiced separately.
*7 The per position charges ranged from $0.67 to $1.10, depending on the size of the issuer and whether or
not the Notice and Access format was used. These calculations include the proxy voting fee of $0.06. The

17



145 of 171

Despite this modest benefit to issuers, the STA continues to believe that there is
no justification for these charges to issuers. Separately managed accounts are a large
profit center for broker-dealers and the suppression of beneficial owner accounts which
are enrolled in these discretionary investment programs should be the responsibility of
each broker-dealer. Issuers should not be charged for these account positions at the
beneficial owner level and, instead, should only be charged for the one proxy package
that is provided to the sponsor of these investment programs.

The STA brought this issue to the attention of the SEC in 2010, and it was
highlighted in the SEC’s Concept Release later that year.>® In 2011, the STA filed
complaints with FINRA and NASDAQ while the PFAC was conducting its evaluation of
proxy distribution fees.*” More recently, the STA and the Shareholder Services
Association (“SSA”) jointly filed a Petition for Rulemaking at the SEC, requesting that
the agency prohibit broker-dealers and their agents from charging issuers any proxy fees
for separately managed accounts.*’

In the STA’s view, this fee prohibition should apply to any circumstance in which
a beneficial owner has instructed in writing that an investment adviser is to receive issuer
proxy materials and vote his or her proxies in lieu of the beneficial owner.

IX. Conclusion

The STA remains very disappointed that the NYSE did not select an
independent third party to evaluate its proxy fee schedule and make recommendations, as
urged by its own Proxy Working Group in 2006. Instead, it organized an advisory
committee that was over-representative of financial services companies and under-
representative of non-financial issuers.

After nearly 20 months of review, the STA had hoped for a more thorough review
of the total costs for the proxy services being provided, as every company does when it
engages a service provider.

STA could not evaluate the precise impact of the 5-share exemption on the 33 issuer invoices it analyzed
because it lacks the data to calculate any fee decreases. Only Broadridge and its broker-dealer clients are in
possession of this information.

38 L etter from Thomas L. Montrone, The Securities Transfer Association, to Mary L. Schapiro, Chairman,
Securities and Exchange Commission, June 2, 2010, available at

http://www.stai.org/pdfs/STA Letter to SEC re Managed Accounts 6-2-2010.pdf.

3% L etter from Charles Rossi, President, The Securities Transfer Association, to Richard G. Ketchum,
Chairman and Chief Executive Officer, Financial Industry Regulatory Authority, October 31, 2011,
available at http://www.stai.org/pdfs/2011-10-ketchum-]etter.pdf; and Letter from Charles Rossi, President,
The Securities Transfer Association, to Robert Greifeld, Chief Executive Officer and President, The
NASDAQ OMX Group, November 9, 2011, available at http://www.stai.org/pdfs/2011-1 1-sta-letter-to-
robert-greifeld-nasdaq.pdf.

“* The Securities Transfer Association and the Shareholder Services Association, Petition for Immediate
Regulatory Action Regarding Issuer Invoice Payments to Broker-Dealers for Separately Managed
Accounts, March 12, 2012, available at http://www.stai.org/pdfs/2012-03-12-sta-ssa-joint-letter.pdf.

18




146 of 171

The PFAC estimates that its recommended modifications to the NYSE proxy fee
would result in an average decrease in issuer costs of 4 percent. However, an STA
analysis of 33 Broadridge invoices, representing a wide range of shareholder positions,
indicates that issuer costs would increase by an average of 7.43%.

The PFAC recommendations would significantly increase the basic processing
and intermediary unit fees, avoid addressing the managed accounts problem in a
meaningful way, and impose a new nominee coordination fee that is unnecessary. To add
insult to injury, the PFAC recommendations would charge issuers the full amount of
proxy fees for wrap fee accounts, a practice not permitted under current SEC rule
interpretations.

The STA believes that proxy fees should be set at a level that reflects a
reimbursement for reasonable expenses. Issuers should not be responsible for funding
“back office” services that only benefit Broadridge and its clients. More attention should
be focused on what the true cost of providing these proxy services is, as the proposed
proxy fee schedule (both current and proposed) is clearly being used for activities that
transcend the original intent of providing reasonable reimbursements.

In comparison, the financial service industry uses other processing entities that
function on an at-cost basis, with fees that are a fraction of what Broadridge charges to
issuers. As noted earlier, the mutual fund industry uses a service called Networking that
charges only $0.10 for 100 shareholder account records to be shared electronically
between a mutual fund and its distributing broker-dealers, though an accounting platform
operated by the NSCC.*! If you contrast these fees with average processing charges by
Broadridge of close to $1 for each shareholder position, it becomes very difficult to argue
that the fees that issuers are forced to pay for proxy processing services are merely
reimbursements for reasonable expenses.

The NYSE should follow the recommendations of its Proxy Working Group and
commission an independent review of its proxy fee schedule, including an evaluation of
the costs of providing proxy processing services and the contractual arrangements
between Broadridge and its clients. It has been more than 6 years since these
recommendations were made and valuable time has been lost in addressing the concerns
raised by the Proxy Working Group in its report.

If a near-monopoly in the provision of proxy services to issuers is permitted to
exist, then the costs and contractual arrangements that comprise that monopoly should be
reviewed by an independent third party so that issuers can be assured that proxy fees have
no other purpose than to reimburse broker-dealers and banks for their reasonable
expenses.

! NSCC Networking charges $0.10 for 100 records to be exchanged on each side of the transaction, so the
cost is $0.20 for 100 records, split evenly between the fund and its broker-dealer.
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Appendix A: Description of the Separately Managed Accounts Issue

Managed account programs sponsored by broker-dealers permit investors to
delegate investment discretion and proxy voting authority to an investment adviser.
Typically, these investors prefer not to receive what could be a substantial volume of
proxy materials, especially for investments they are not selecting themselves.

One form of a separately managed account is called a “wrap fee account” and
current SEC rule interpretations do not permit broker-dealers to charge issuers any proxy
fees for these accounts at the beneficial owner level.** Despite these SEC rule
interpretations, Broadridge charges a basic processing fee, an intermediary unit fee, a
paper and postage elimination fee, and a proxy voting fee for each shareholder
participating in a managed account program.*

Both wrap fee accounts and separately managed accounts function in the same
manner regarding proxy voting activities. In both cases, the sponsor of these investment
programs receives one package of proxy materials on behalf of each issuer holding a
shareholder meeting. Acting in its capacity as an investment adviser, this sponsor then
casts proxy votes in lieu of the beneficial owners who have delegated proxy voting
authority, as a part of these investment programs.

The broker-dealers that sponsor these discretionary account programs are well-
compensated for their services, primarily through asset-based fees applied to these
individual accounts. Any processing or programming functions necessary to segregate
these accounts for proxy voting purposes should take place at the broker-dealer level and
before any information is transmitted to Broadridge, in its capacity as the central
intermediary for compiling a list of beneficial owners eligible to participate in a
shareholder meeting.

If Broadridge is involved in this coding process, then this activity should remain a
matter between Broadridge and its clients. Otherwise, broker-dealers are benefiting from
their decision to outsource proxy activities and from the systemic inefficiencies which
result from the additional of a third-party vendor in this process.

For all these reasons, the processing and management of these accounts at the
beneficial owner level should not be the responsibility of issuers; and issuers should not
be charged proxy fees for these activities.

The fees being charged for managed accounts are quite costly for issuers. A
review of the 33 Broadridge invoices in the STA’s possession indicates that are being

“ See, e.g., Status of Investment Advisory Programs Under the Investment Company Act of 1940, SEC
Release No. IC-22579, 62 Fed. Reg. 15,098, at 15,015 (Mar. 31, 1997) (“[IIf a client delegates voting rights
to another person, the proxies, proxy materials, and, if applicable, annual reports, need be furnished only to
the party exercising the delegated voting authority.”).

“ Broadridge also charges a Notice and Access for these beneficial owner positions, when an issuer uses
this format.
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charged the following proxy fees for each beneficial owner position in a separately
managed account:

A $0.50 basic processing and intermediary unit fee. This fee drops to $0.45
per position for issuers with 200,000 or more beneficial owners.

A paper and postage elimination fee of $0.50. This fee is reduced to $0.40 per
position for issuers using the Notice and Access format. This fee is also
reduced to $0.25 per position for large issuers, i.e., those with 200,000 or
more beneficial owners.

A Notice and Access fee of between $0.05 and $0.25. This fee is charged
when an issuer elects the Notice and Access format authorized by the SEC.

A proxy voting fee of $0.06. This fee is charged for each position in a
separately managed account even though beneficial owners in these accounts
do not cast any proxy votes, pursuant to their written brokerage account
agreements.

Taken together, these four different proxy fees add significant costs to an issuer

with a large number of beneficial owner positions in separately managed accounts. For
an issuer using the Notice and Access format, these fees can total as much as $1.21 for
each beneficial owner position.* For an issuer not using the Notice and Access format,
these fees can total as much as $1.06 for each beneficial owner position.*’

*“ For smaller issuers using a Notice and Access format, these charges result in a basic processing and
intermediary fee of $0.50, a paper and postage elimination fee of $0.40, a Notice and Access fee of $0.25,
and a ProxyEdge voting fee of $0.06.

* For smaller issuers using a non-Notice and Access format, these charges result in a basic processing and
intermediary fee of $0.50, a paper and postage elimination fee of $0.50, and a ProxyEdge voting fee of

$0.06.
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SOCIETY
of Corporate Secretaries
& Governance Professionals

Via Email

Scott Cutler

EVP and Head of Global Listings
NYSE Euronext

11 Wall Street

New York, NY 10005

October 9, 2012
Subject: Strengthening the Retail Vote
Dear Scott:

As we approach another Proxy Season with the prospect of continued low levels of retail
shareholder participation, the Society of Corporate Secretaries & Governance Professionals
wishes to express its concern that two items were not included in the recently filed, but
withdrawn, proxy fee rule proposal based on the work of the NYSE Proxy Fee Advisory
Committee (“PFAC™).

First, we believe the Enhanced Broker Internet Platform (“EBIP”)/Investor Mailbox pilot that
was included in the Recommendations of the NYSE Proxy Fee Advisory Committee issued on
May 16, 2012 should be added to the re-filed proposal. We believe that broker's websites, which
individual shareholders increasingly look to as "one-stop shopping" portals for their investment
needs, offer the best and most readily available hope for re-engaging individual shareholders in
the voting process. We also support an issuer fee based on the number of customers that convert
to e-delivery as a “success fee” to fund the technology build out by brokerage firms.

The data strongly supports this view. According to Broadridge, in an analysis of one broker’s
experience with this technology during the past proxy season, its clients made 317,669 unique
visits (defined as each time an individual logs into the mailbox feature of his or her brokerage
account) to an online investor mailbox and cast 247,067 votes. While we don’t have comparative
percentages, we know that voting rates are low when proxies are mailed or sent via email. In
fact, among all retail holders in the 12 months ending June 30, the voting rate was 4.7% for
mailed Notices and 10.2% for e-deliveries.
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Changes related to this and other PFAC recommendations require significant development
efforts to execute. Failure to quickly re-file the proposed rule will jeopardize implementation for
proxy season 2013. We believe there is still time to reactivate consideration of the EBIP pilot
program and we urge its inclusion in the PFAC rule filing with the SEC.

Second, we are concerned that the fees for a stratified NOBO list were not included in the filing.

We believe that allowing issuers to purchase such a list would decrease costs while at the same
time allow them to communicate with shareholders more frequently.

Sincerely yours,

.

7
Kenneth Bertsch
President and CEQO

cc: Paul Washington (via email)



