
Automatic Data Processing, Inc. 
Investor Cornrnuntcat~on Serv~ces 
51 Mercedes Way 766Edgewood New York 11717 
631 254-7400 

January 27, 2004 

Mr. Zane Williains 
Office of Economic Analysis 
Securities and Excliange Co~nnlission 
450 Fifth Street, NW 
Washington, DC. 20549 MAR 0 4 2004 

Re: Securities and Exchange Conun~ssion Proposal on OFFICE OF THE SECRETARY' 
Security Holder Director Nominations 
Release #34-48626 

Dear Mr. Williams: 

I am contacting you to PI-ovide information that our. Steering Conmittee (the "Comnittee") believes will be 
helpful to the SEC in connection with the security holder director nominations proposal. Additionally, we seek 
clarification on specific issues so that we map prepare for the potential changes effected by any new rule. 

The Conirnittee's members are representatiws from coilsorate issuers, banks, hrokers, anti institutional investors. 
Established in 1993. the Colnmittee provides guidance and measureriient criteria for the beneficial shal-eonner 
proxy process with the ultimate goal of continuously improving such process. Meetings are held approximateiy 
three times annually. ~ l i i c h  includes one meeting per year to which Alan Beller, Elizabeth Murphy and othei 
members ol'tlie SEC's Corporation Finance and Market Regulation departments are invited. 

At a iiieetmg hrld on Oitobel 29. 2003, the Conuii~ttee discussed the w x u ~ t >holder direct01 noin~n~t ions  
proposal, and requested A1)P to  plovide data sho\xiiig the numbei of pitblic companies m e r  the last year that had 

nominated n h o  mould ha\e had a ?5 'h  or greater " ~ ~ i t h h o l d  d l i e c ~ o ~ s  Late ADP used meet~ng data conp led  
fioni companies in the Russell 3000 to agglegate t h ~ s  nlibiniation The attached repoit, ~ h i c l i  1nc1uJes 
inforination iegaidlng the methodology, the \a~iablcs and results of our reseaich. was reviewed with the 

b ~ e a d t l ~Conlniittee In add~tion, the r epo~ t  contams J discusqion of the s~gn~ficant of w o ~ k  that *o~ild 11ae to be 
undertaken ~n 01der to acconmodate the PI opowd changes and i aises some issues that 1% ould require claiification 
in order for ADP to ~mplement any potential changes iequned by the new rule 

The Conmuttee has diiectcd 115 to subm~t  thc iepolt and suppolt~ng data to assist the SEC as ~t contnlues to 
concide~ potential rule changvi ~clated to seculltl holder dccesq to the pioxy for puq~oscs of director noin~nat~on\ 
Please do not hesltate to contact me with questions regarding the attached lnformat~on 

Cmcerely. 

Group President 

("c Alan Bellcr 
Lhadbeth Muxplq 
i illian Cunmxngs SIOR n 



ADP 

STEERING COMMITTEE MEMBERS 

REPRESENTING 

CORPORATIONS, INSTITUTIONAL INVESTORS, BANKS, BROKERS 

COMPANY REPRESENTATIVE 

PLmerican Society of Corporate Secretaries David Smith 
Barclays Global Investors, N.A. Linda Selbach 
California State Teachers' Retirement System Janice Hester Amey 
Charles Scl~wab & Company, Inc. Raymond DiSailza 
Florida State Board of Administration Eli~abeth Mozley 
Wachovia Securities Peter Bowman 
PMorgan Chase Dean R. Kudich 
State Street Bank and Trust Company Harry .Tohansen 
Ohio Public Employees Retirement System Cynthia L. Richson 
Texas Instruments Incorporated Cynthia H. Haynes 
Computer Associates Robert B. Lamm 

Facilitator 

- Rhoda Anderson Associates Rhoda Anderson 

January 2004 



REPORT TO THE ADP STEERING COMMITTEE 

REGARDING 

RUSSELL 3000 DATA MAR 0 4 2004 

JANUARY 16,2004 

Based upon a request at the last Steering Committee meeting we have 
researched the Russell 3000 companies' latest meeting data to determine if any 
directors would have reached a 35% "Withhold" vote. 

Using the Russell 3900 index as of June 2003, we went to our on-line Ciient 
Proxy Position records and to four levels of archival records to gather the 
shareowner records for the last closed meeting of 2,836 companies (the 
remaining companies did not have a meeting in the eleven months we reviewed). 
By analyzing each of the shareowner records we determined the director 
Withhold vote on each of the directors 'as cast'. The vote 'as cast' includes the 
instructed vote plus the broker discretionary vote. 

Variables 

The results are based on the individual underlying shareowner positions of 
custodians who use ADP ICS as their proxy agent. Therefore, neither beneficial 
share positions held at small Trust Banks (i.e., those for whom ADP does not act 
as proxy agent) nor any of the registered share positions are included in the 
analysis, 

In order to perform this analysis, we were required to recreate the past year's 
voting tabulation environment, however, it was not possible to recreate all of the 
variables that irrpact the vote tabulation process reflected during the actual vote 
reporting period. Therefore, the method used for accumulafing these statistics 
from our historical records has created some distortions. The underlying records 
for our bank custodian clients are counted as they are recorded on the individual 
client proxy position. Consequently votes instructed prior to issuance of a legal 
proxy to a beneficial owner (those choosing to attend and vote their shares in 



person at a meeting) are included in this analysis. In specific trust agreements 
requiring unanimous or proportional voting, only the vote as instructed for each of 
the trust accounts are reflected in this analysis. Late vote instructions, if it were 
the only vote received, are included in the analysis. Similarly late votes for the 
underlying records of our broker custodian clients are counted as if they were 
instructed whereas they may have actually been voted discretionarily at the 
meeting. Late votes in the instances mentioned above are included in the 
analysis since we keep director Withhold vote instructions at an individual 
account level. The purpose of keeping late votes at the individual account level 
is to accommodate issuers who decide to adjourn their meetings. This allows us 
an opportunity to systemically change the late votes to active votes. Shares 
voted on legal proxies for accounts held at our broker clients are counted as 
having been voted discretionarily in this analysis unless there was a vote 
instruction prior to the legal proxy request and then they will have been counted 
in this analysis as they were instructed. Brokers also have an ability to identify 
accounts that can only be voted as instructed or only voted with management, 
however, neither of those conditions is reflected in this analysis and both will 
have been included in the discretionary vote unless they were instructed. All of 
the analysis is based on the records returned by the custodians in response to a 
record date request for the particular meeting in question. Any late manual 
adjustments forwarded by nominees in order to reconcile to Depository Trust 
Company positions are not reflected in the results. 

A sampling of jobs resulted in an accuracy rate of more than 98% when 
considering the variables discussed above. Again, this only reflects the street 
positions represented by bank and broker clients at ADP. 

Results 

Russell 1000 companies: 

We identified 46 meetings that had at least one director with a Withhold vote 'as 
cast' of 35% or greater. 

Within the 46 meetings there were a total of 76 directors with a Withhold vote 'as 
cast' of 35% or greater. 

Russell 2000 companies: 

We identified 69 meetings that had at least one director with a Withhold vote 'as 
cast' of 35% or greater. 

Within the 69 meetings there were a total of 137 di;ectors with a Withhold vote 
'as cast' of 35% or greater. 



Impact of Accommodatinq the Required System Modifications 

The Proxy Plus system currently contains approximately 2.3 million lines of code, 
and 80,000 function points in 1,776 programs. The systems work, that would be 
involved to implement the proposed change to the rules to allow qualified 
shareowner groups to nominate alternative director candidates to appear on the 
company agenda, would require modification to approximately 29% of the current 
1,776 Proxy Plus mainframe programs and 40% of the current lnternet programs. 

In addition, numerous methods of voting data collection have been developed 
over the years to accommodate ease of use in vote collection for the individual 
shareholders and institutional client population. Specifically, changes would 
need to be made to the following applications: 

ProxyEdge and ProxyEdge Lite - client server and internet deployed 
application suites supporting the institutional shareholder 
ProxyVote.com - an internet deployed application used to support the 
individual and institutional shareholder 
Telephone voting - a voice response system used to support the 
individual and institutional shareholder 
Paper Vote Return Optical Scanning - application developed tc 
process incoming ballot returns from the individual and institutional 
shareholder 
Proxy Plus Data Entry - system used to record the votes that could not 
be processed via the scanning systems 
Remote Terminal Access - application used to record voting records 
from the custodians 
ICSOnline - an lnternet deployed application used to support the 
exchange of information between Proxy Plus and the issuer or their 
representative 

The current practice for meetings, other than contested meetings, is that the 
director slate is proposed in its entirety with voting options for the shareowner to 
either approve all directors, withhold all directors, or approve all directors except 
any individual directors chosen by the shareowner. Therefore in the current 
Proxy Plus process, the director slate is kept as a single proposal with the 
exceptions recorded. In the SEC's proposed rule change, the number of 
possible directors presented to the shareowner is different than the number to be 
elected. That would require the system to keep track of the 'for' votes or; ehih 
director, thereby causing each director to become a separate proposal. ir: 
essence, it reflects complexities similar to that experienced in a contested 
situation. Solicitors, transfer agents and tabulators are all working with our 
current multiple proxy output and would therefore also have to make 
corresponding changes in their tabulation systems to accommodate the 
paposed new rules. 



Modifications would need to be made to our current Voting Instruction Form 
(VIF), the foundation of our information distribution capability. It is set up to allow 
votes 'For all nominees', 'Withhold all nominees' or vote 'For all EXCEPT' and 
presumes that management's recommendation is for each director. The 
proposed regulation changes are silent on how the election of directors is to be 
presented, but for purposes of this discussion, we presume that management will 
be recommending on the management nominees and against the shareholder 
proposed nominees. We will also need clarity from the SEC regarding rules, for 
example if the shareowner selects more election choices than director positions 
available, will the vote count and for whom? Regardless, this would likely lead to 
increased communications between a nominee and their customer to determine 
the customer's voting intent. This information would need to be presented on our 
form in a way that the choice is clear. Such changes would be reviewed by the 
Steering Committee, our bank and broker clients, The American Society of 
Corporate Secretaries and The Securities Industry Association. In addition, the 
United States Postal Service must review all form changes to ensure it continues 
to qualify for standard (bulk) mailing and pre-sort discounts. The approval of the 
United States Postal Service that the redesigned form still qualifies for the 
standard (bulk) mailing and pre-sort discounts is critical as those discounts 
eliminate approximately $500,000,000 annually from the issuer's cost of the 
investor communication process. 

Our view of the amount of programming hours that would be required to 
accommodate the systems changes is over 21,400 based on our current 
understanding and assumptions. We have 63 development resources that wouid 
be involved in the proposed Proxy Plus and related systems modifications. 
Program modifications of this nature cannot happen in complete paralleltin a 
development environment and cannot begin in earnest until any proposed rules 
are finalized. If we view the development timeline for these proposed changes, 
plus the additional time that is required for form design and review, process 
changes, systems quality assurance and capacity testing, the attached Gantt 
view shows us six to seven calendar months from the time the proposed rules 
are finalized until the completed changes would be available in a production 
environment. In other words, to be ready for the 2005 proxy season with a 
margin of safety required for our normal volume testing process to occur we 
would need to begin working on the implementation of the changes by the 
beginning of June 2004. 
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i RECORD BANK VOTED BROKER VOTED BROKER 
.--- - - -- -

CUSlP ISSUER Russell I JOB NO DATE SHARES SHARES I DISCRETIONARY NUMBER DIRECTORS 35% 

71 7124 PHARMACEUTICAL PRODUCT DEVELOPMENT INC j 1000 P66034 3114103 29,753,753 6.742 082 6,577,487 
- .-

1 

174460~ 1 PUBLIC STORAGE INC 1000 ~ 6 8 9 8 5  311 4/03 48,449 440 I 9,472 101 - -- ---12,100 478 1 

l - -1783549 'RYDER SYSTEM INC - 40.828 990 8,536,727 7,071,170 
- -

1 

- - - - -- - - - 10001P67559d 31201031 151,993,153 11,434 372 I185590~ STARWOOD- HOTELS & RESORTS WORLDWIDE INC i 1 

,21988R 'THE CORPORATE EXECUTIVE BOARD COMPANY 1 1000 P72203 4121103 29 185 7 1 8  2 340 352 

THE PEPS1 BOTTLING GROUP INC 
-

THE TALBOTS 1NC 
-, - - -- -

IVARCO INTERNATIOWL INC 

WASTE MANAGEMEN- INCI -

WATERS CORPORATION 
7 -
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30130N 1 2 1 ~ ~  
-

CENTURY INSI' ~ I INCEGROUP 
- - - -2000 P70615 4128/031 17,298,213 - - 2,786,412-I .-- . 2,134,908 - - -------

7 

302896 ABERCROMBIE ti, FlTCH C 3  1 2000 P69171 1 3127103 63 857,434 11,835,885'- - 17,147,193 1 
308252 AFFILIATED MANAGERS GROUP INC I 2000;P71524 4116103 14,778 051 2,414,930 5,027,520 1 

ALBANY INTERNATIONAL CORP 
- -

ALBEMARLE CORPORATION 

ANTEON INTERNATIONAL CORPORATION 

ARRlS GROUP INC 
. -

BEDFORD PROPERTY INVESTORS INC 
-v -- --

I BENCHMARK ELECTRONICS INC 

BUILDING MATERIALS HOLDING CORPORATION 

-CARAUSTAR INDUSTRIES INC 

CASELLA WASTE SYSTEMS INC 

ICASEY'S G~NERALSTORESINC 
7-- - -

125071 LCD~-- CORP 

192479 I COHERENT INC 
- - -- .--- - ----P-

203668 !COMMUNI~ bCVTI; SYSTEMS INC 
-- - - 3,217,534* 

6,520,066 I 1 
- -- - - I - 2000jP69809 4/1/03 38 516 782 

-- -- - -

-

+ 

- - -

I 
-

206016 lCONCEPTUS ! K C  
-. 2 0 0 0 ~ ~ 7 2 0 3 5  411 6/03 9,890 868 2,734,101 I - -- - -- 8,032,668; - - 1 

lo8192 CONNETICS CORPORATION 2000 P64841 - 3120103 14 870 624 5,404,5851 - -7,195,717,P-
+ -- - - - - - 1 

!0854P CONSOL ENERGY l i d '  
-- L 

!31082 CUMULUS MEDIA INr 
- . -- - -- - - - - - ----- ----

-- - .--
266605 

- - DUFZST LORPORATION 2000 P69907 --4/7/03 1 1324 014 ~ 3 336 8821 - 6,112,445- -. -- 1 
- I 2000+~82330 919103 17,255,646'96643 LSPEED INC -

-+--I2 368,517, 4,227,105 4 
- - - -pP 

30218U kfpSESSJET HOLDINGS INC 2000 1 P67O27 311 0103 47,430 950 1 254,447 1 
- - - . -

307675 'ARMER BROS CO 
-- - - - - 1 -2000 1~62000 1 1126102 --371.1001 - 39,470 * 4 

30241L FEI COMPANY 1 20001P67389 3117103 16,452 189, 1 

36466R GAMESTOP CORP 

i84313 GRAFTECH INTERNATIONAL LTD 

135569 jHOLLlNGER INTERNATIONAL INC 
- .  

137306 HOME PROPERTIES OF NEW YORK INC 

A -
1 2000 I P67288 4\4/03

-
39,229 661 1 13,384,404 11,972,874 I 

- - . - -
1 

- -
CORPORATION ' 

- --
2 0 0 0 ~ 7 0 9 8 4  
- -

313 1/03, 32,968,878 2 626 I 7 7 L  1881 198' 

144482 
-

HUGHES- SUPPLY INC 
-

I 2000 P71518 1 3126103' 16,065 5531 2 113,133 

~ - 3,066,297, - 1 
148774 HYDRIL COMPANY 

-
2000 P70660 

--
4/4/03 12.890 883 71 5,033 

- - 1 
1606x  ~ T E R N E T  SECUFTY SYSTEMS &C- -

- 1 2000- - P70861- - 4171031 25,136,913i 3,828,209' . - 13,649,622+ 
-

1 
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