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The Secretary

Parliamentary Joint Committee on Corporations and Financial Services

Room SG.64

Parliament House

Canberra ACT 2600

14 November 2003

Dear Sirs

Submission to the Committee on the exposure draft – CLERP (Audit Reform & Corporate Disclosure) Bill

Enclosed please find the submissions of Georgeson Shareholder Communications Australia Pty Ltd. 

We thank the Committee for providing us with this opportunity. 

Yours faithfully

Georgeson Shareholder Communications
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Murray Williams

Executive Director

encl

Submission to the Committee on the exposure draft –

CLERP (Audit Reform & Corporate Disclosure) Bill

14 November 2003

Preamble

Georgeson Shareholder Communications Australia Pty Ltd (“GS”) is making this submission to the Committee in the interests of increasing shareholder participation in the proxy voting process, simplifying the proxy-voting procedure for all shareholders and improving corporate democracy.

GS was established in New York in 1934 and is the world’s largest shareholder and investor communications firm.

 Each year on behalf of over 4,000 clients we reach more than 100 million shareholders globally. We work with these clients on complex issues relating to company meetings, proxy voting, takeover offers, corporate actions and also researching their shareholders’ attitudes and opinions.
In Australia, we assist listed companies, trusts and funds to communicate more effectively with their investors and stakeholders.  

GS is currently at the closing stages of merging its global business with Computershare Limited, a listed Australian company and a leading international provider of share registry management and associated stakeholder services.

This submission focuses upon Chapter 8: Shareholder participation. Proxy voting, Electronic authentication of proxy appointments 555 and Electronic submission of proxy forms 556 & 557.

Our submission

Proxy appointments other than signature

We submit to the Committee that in considering the proposed new subsection 250A(1) permitting regulations to prescribe authentication mechanisms for authentication of proxy appointments other than signature, that the Committee recognise and include as such an authenticating mechanism, a verbal proxy appointment by way of telephone communication between the voting shareholder and the company (issuer) or its appointed representative.

Such authentication has been in use in the United States since 1998 and the processes and technology to accomplish this form of authentication were developed and introduced to US issuers and their shareholders by GS. It is known under the name TeleVote(.

Since then, participation rates in proxy voting for company meeting resolutions have increased significantly.

It is our view that enabling shareholders to appoint proxies by telephone will substantially increase the participation rate of Australian shareholders in the corporate democratic process.  Australia has a dismal record of shareholder participation in proxy voting – predominantly for two main reasons:

1. Many retail shareholders have developed a mind-set that they cannot make a difference as an individual. This has been due to the fact that historically, boards have controlled votes and institutions have played a dominant role in voting outcomes.

2. Shareholders dissatisfied with the performance of the board or the management of the company often withhold their votes as a form of passive protest. 

Also, many shareholders resent receiving large and complex documentation and will simply discard the company’s mail package rather than participate.

Telephone voting ensures that as many shareholders as possible have a say in the affairs of the company they own shares in and importantly, increases the opportunity for shareholders to vote by making the task of voting both simple and practical. 

The mechanism

Notices of Meeting and documentation are mailed to shareholders at the appropriate time. To vote, shareholders have the choice of completing and mailing an enclosed proxy form, going to the company’s website and voting online or picking up the telephone and voting verbally over a toll-free line. The company can also contact its shareholders by telephone. 

Telephone voting works simply and in the following way. Live representatives receive/make the telephone calls and the shareholders identify themselves. They nominate their choice of proxy and also how they wish to vote.

The representatives electronically record the votes and the system produces written confirmations, which are mailed to the voting shareholders. They contain a toll-free telephone number in case a shareholder decides to change their proxy or vote. 

Electronic records are transmitted to the company’s share registry for official tabulation.

Each telephone call is digitally recorded as part of the ID process, indexed and stored in the same was as is prescribed by the Corporations Act, (s.648j). This provides absolute proof of the proxy appointment and how (or if) a vote was made. 

The process complies with all requirements under the Privacy Act.

Shareholder acceptability

The process is highly acceptable to shareholders. In the United States, issuers and mutual fund clients of GS who use the TeleVote(. process  receive up to 55% of all proxy votes cast, by telephone voting.

In Australia, GS has contacted more than one million shareholders on behalf of issuers in matters relating to proxy voting at company meetings, Schemes of Arrangement and takeover bids.

Australian shareholders generally welcome telephone calls about company matters with less than 8% declining to continue a call, according to our operational metrics.

Flexibility

Despite the growing use of home computers and the Internet, shareholder use for proxy voting is low and anecdotal usage puts the rate at around 15%, where it has been remained for some time. Logging on is still a barrier for most shareholders. 

This is despite the relative accessibility compared with completing a paper form by hand and delivering it to a mailbox for posting. This also poses deadline problems.

The pattern of proxy voting is a simple double curve. Five to ten percent of proxy forms are returned within the first 10 days then the flow drops off until the week before proxy deadline, when the majority of shareholders vote (this can also depend on the level of public debate surround the company at the time).

Telephone voting allows companies to seek shareholder participation, increase the vote and it gives the shareholder convenience and additional time. 

It is an “instant vote” that does not require any additional action by the shareholder and is tabulated almost instantaneously.

Additional benefits

Information

An important additional benefit of telephone voting is the ability to provide shareholders with answers to questions they may have about the resolutions they are expected to vote upon.  This is particularly useful where a material change in the circumstances may have occurred or when there is significant or controversial public/media debate about the company and the voting issues.

Assistance

Increasingly too, documentation can be complex and for some shareholders, confusing to complete. This can result in spoiled proxy forms, disqualification, or the voting wishes of the shareholder not being recorded.  This is of particular importance to some senior or impaired shareholders.

Unquestionably, most Australian shareholders still prefer to deal with a live company representative when it comes to seeking information or explanation. Yet our own research shows that more than 60% of shareholders rely upon the media for information about their company.

Timing

Telephone votes can be taken much closer to the meeting deadline which allows some shareholders more time to decide. This means that some companies could reduce the current 48-hour proxy vote deadline.

Economics

Telephone voting reduces the overall cost of voting to an issuer. This is because of the accuracy and seamless, streamlined processing that takes place from telephone to proxy tabulation. 

Shareholders want to participate

Despite the historically poor voter turnout recorded among Australian companies, shareholders are becoming much more attentive to their share investments and the behaviour of companies they are invested in. 

During October 2003, GS conducted opinion research among 405 Australians who owned between 5,000 and 10,000 shares each. 

We asked the question: ”Do you think that more individual shareholders should participate in a company’s voting process than is currently the case”. 75% said yes.

While 29% said they did not intend voting at their company’s next general meeting, 58% said they would vote by proxy next time. 

Our own experience in monitoring voting intentions indicates that approximately 20% of shareholders who say they intend voting by proxy subsequently do not vote at all.

Asked if they supported the Government’s proposals to introduce non-binding shareholder voting on management remuneration, 79% said they support this initiative.

On other voting participation issues, shareholders said they would approve of mandatory shareholder voting quorums of up to 75% of shareholders. (25%-50% quorum said 33%, 50%-75% said 42%)

62% said there should be a minimum percentage requirement of all shares voted on each resolution. 36% of shareholders said the minimum number of shares required to vote on a resolution should be 20%-50%. 46% of shareholders said the minimum number should be 50%-75% of shares.

Compulsory voting got the thumbs down. 29% support compulsory shareholder voting and 66% oppose it.

In conclusion

Telephone voting can simultaneously satisfy items 555, 556 and 557 if permitted under CLERP 9.

The positive use of telephone voting technology will mean: 

· Far higher shareholder participation for Australian company meetings and increased proxy voting, resulting in a broader discussion of issues and a more informed debate  

· Increased corporate democracy  - much greater opportunity for individual shareholders to have their say

· Flexibility and convenience for shareholders – votes can be made much later than the present 48 hour deadline

· Higher quality information flow to shareholders – ability to provide answers to questions

· Assistance to senior or impaired shareholders. Guidance to complete complex forms or explain financial terms or meanings.

· Improved speed and tabulation accuracy

· Reduced costs for mounting corporate ballots

ENDS
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