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Proxy voting is an increasingly central pillar in each of
our ESG and investor engagement strategies? But as
this hitherto niche activity moves into the centre
stage, how ready are our platforms and processes to
scale? Are we ready for industry-wide engagement on
proxy voting? If not, why not —and what is the case for
improvement?

This document summarises the key statistical
findings of our industry-wide survey campaign, run
with Proxymity, Computershare, AIRA and ACSA. We
would love to hear your reactions to these findings
and so please reach out if you have any comments or
guestions (to info@thevalueexchange.co)

Who participated in our campaign?

As a truly industry-wide survey, we have benefited from the insights
of over 89 organisations across the Australian investment-cycle.
These respondents are broken down as follows:

Intermediaries,

22%

Issuers, 57%

Investors,
21%

the case for transformation
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Proxy voting matters - more and more

Investors
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importance
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...but our Proxy voting processes
need to improve

61%

76%

77%

of issuers believe that
notices are getting
distorted in the chain

Of issuers don't know how
long announcements take
to reach investors

Of issuers are paying to
see past their custodians
today

75%

3.0

3.1

Of custodians are
distorting event
information

Intermediaries’ average
transparency score for
proxy voting (out of 5)

Incorrect event
information is the key
risk (out of 5)

24%

2.0

Investors*

Of announcements are
reaching investors
incomplete

Investors’ visibility on
how votes are received
by issuers

Of Investors who would

o
100% like to engage issuers

earlier

*Institutional investors who manage proxy voting through the traditional operating model (intermediated by custodian nominee accounts)

Key Issues

o)
—v

=¢| Data reliability

Data timeliness
Visibility

X Hidden risks
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Proxy Voting Today
Key Issues
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Today's operating model
Heavily outsourced, fragmented and strongly manual

Custodians Investors

Outsourced provider Outsourced provider 60%

Websites / Online portals

Other

Websites / Online portals . 13%

13%

Exchange

ISO15022 MT messages (with <90% STP) . 9%

ISO15022 MT messages (with <90%
STP)

ISO15022 MT messages (with >90% STP) I3%
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Key issues in proxy voting
Where are the risks?

Incomplete event information

Data accuracy and

com pleteness Incorrect event data (including interpretive risk

around event details)

Late submission

Timeliness

Issues with deadlines

Manual errors

Overvoting / reconciliation

, Incorrect mapping to client holdings

31

31

2.7

2.5

2.4

Average scale of issues (out of 5)

22

the case for transformation
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% of Issuer respondents

1. Data accuracy and completeness

61% of issuers believe that notices are getting distorted in the chain

Percentage of Notices of Meeting reaching institutional
investor holders today

39%

26%

13%

6% 6%
0% 0% 3% 3% 3%

Percentage of Meeting Notices reaching Investors

/ Confidence declines with the size of\

issuance

Over $20bn: 51%

$1bn - 5bn: 68%

Issuer's size (AUD)

~

Average % of notices that reach investors /

the case for transformation
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1. Data accuracy and completeness ——

One in four notices is arriving incomplete PEISPECEE

How much information is reaching beneficial owners today?
24% of notices

Resolutions and a short
76% description
19%

Full materials

..with the largest investors seeing most problems

33% of notices

Full materials Resolutions only
67% 1%

the case for transformation
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Investors’

1. Data accuracy and completeness \ Feispective

Data quality diminishes along the investment cycle

Whose announcements do we believe to be most actionable? (Out of 5)

Issuer / Issuer Agent

Exchange

Custodian
“ Q a B

the case for transformation
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1. Data accuracy and completeness

75% of issuers are seeing information get lost

How often do you experience votes getting caught or lost in the custody chain, or lost altogether?

Most impacted are smaller firms (<1bn), 14% of whom see it happen frequently

How often do you experience votes getting caught or lost in the custody chain, or lost all together due to overvotes (i.e. where the Chair/IRO/CoSec engages with .
" P " . X ; < 5 y the case for transformation
the institutional investors only to be told the vote has been cast by the investor, or an advisor, but it has not been received by the custodian and/or the registrar)? thevalueexchange.co
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1. Data accuracy and completeness
..and investors are struggling

How transparent do you feel the
current voting process is?

Brokers

0 - Not transparent at all 5 - Fully transparent

the case for transformation
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2. Data timeliness
76% of issuers don’t know how long notices are taking

Do you know how long notices take to reach investors? ...but notices are taking at least 2-7 days

@ Don't know

@ Do know Within 1

business day

Within 2-3
business days

Within 4-7
business days

: o I c : " - q A 5 the case for transformation
through to institutional owners (onshore and international), where their holdings are registered via custodians? thevalueexchange.co

Based on your experience, how long do you believe it takes for formal shareholder communications and meeting information to be passed X
-
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2. Data timeliness

Investors are losing critical time Iin the voting process

Meeting . =. . R > . . =. Proxy
Notice vote
Issuer Issuer Nominee Investor Nominee Issuer Issuer
Agent Agent

Average time available
for investors to
respond to Meeting
notifications

21-23 days are being lost through the current notification and instruction process

thevalueexchange.co

Average time-frames for each step of the proxy voting cycle, and key issues cited as outcomes the case for transformation LX
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2. Data timeliness
..but do issuers understand the importance of time?

Issuers Investors Investors
By how much does the timing of Does the current commmunications Do you want to engage issuers
the receipt your meeting process give you sufficient time to with your voting intention
notifications to institutional research and engage issuers on earlier in the process to improve
ownhners prevent early engagement the company agenda? engagement?

by management?

I

Not a Major
problem (O) problem (10)

By how much does the timing of the receipt your meeting notifications to institutional owners prevent early i s IR S
thevalueexchange.co [l

engagement by management (Chair/IRO/CFO/Co Sec, etc.)?
n__



3. Visibility

Issuers clearly want more transparency on institutional investors

How valuable would it be for the vote cast by the custodian on the register to also contain
the identity of the institutional investor voting the shares at the point of lodgement?

Routine resolutions

T

the case for transformation
thevalueexchange.co
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Proxy Voting Today
Key Costs and Consegquences
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Hidden costs

100% of issuers are taking extra steps today to reach their shareholders

Extra steps being taken by issuers to reach their shareholders
(% of respondents in each group)

In P

n Ferson 100% 57% 100%
Meetings
Phone calls 100% 57% 75% 100%
Video Calls 50% 43% 75% 67%

Email 7% 88% 67%

IssuedCap @ <$100M @ $100M - $500M $500M - $1Bn $18n-$58n @ $5Bn-$208n @ AUD Over $20Bn

What additional steps do you take to disseminate information to institutional shareholders, beyond regulatory disclosure (i.e. Notice to ASX,

publication of details on the IR section of your website and direct publication to registered holders)?

Average firm
takes 3.5 actions
to supplement
regulatory
disclosures -
triggering a huge
manual effort and

-

duplication

the case for transformation
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Unproductive spend

Investor visibility is a luxury that shareholders are paying for — to limited effect

Do you use a third party to analyse votes by
custodians and to identify the underlying investor?

Yet 38% still don't see
Large cap issuers (>$1bn) how beneficial owners
have voted

Z 4% Does this party separately conduct a post
meeting review to request how individual
investors sitting within a custodian voted on

particular matters?
No Yes

Do you use a third party (e.g. analytics, IR or proxy solicitor) to analyse votes by custodians and to identify the .
. 3 ¥ . the case for transformation
underlying investor, as they are received by your registrar? thevalueexchange.co
.



Investors’

Business risks
Issues with proxy voting are more impactful than we think

What are the key risks for investors in each meeting?

Client SLA breaches
Other
Internal Audit issues

Regulatory sanction / penalities

the case for transformation
thevalueexchange.co
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Corporate Action Transformation
An unclear case for change
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Corporate action transformation e

Australian investors struggle more than their global peers

How do Australian market participants view their ability to process events today (vs the World)?

E Data accuracy Data relevance Data timeliness Data completeness  ® Manual handling required (BAU)  m Exception handling

N
M

GLOBAL AUSTRALIA

N
M

3.3
3.2

the case for transformation
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Corporate action transformation

100% of issuers are struggling with their non-proxy corporate events

Key Challenges with Corporate Actions today (by % of respondents)

55%

Inability to
engage with
shareholders

35%

Lack of active
engagement (resorting
to default option)

For [elective] corporate actions, other than voting, what other challenges have you experienced when you engage with
your beneficial institutional shareholder base, either directly or via their nominated custodian?

32%

Poor visibility on
responses — until just
before deadline

the case for transformation
thevalueexchange.co
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% of respondents

Corporate Action Automation

But the P&L returns on corporate action automation
are not clear to 47% of large cap issuers

What would the automation / STP benefits be from inputting your corporate action information
in a logicised format, for digital dissemination?

259 +23% Large caps Small caps
32% .
Impact on STP
rates overall
10% 10% 10%
3% 0%
21-40 41-60 61-80

m Negative STP Impact = Positive STP impact

STP change from corporate action automation

the case for transformation
thevalueexchange.co
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Proxy Transformation: Proxy transformation o815

in Australia and New Zealand

Computershare
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. Benchmark A Industry Market
Key Findings Findings : i
Scorecards discussion handbook
Podcast
What did the What does this What does this What does the
survey tell us? mean for me? mean for the change journey
industry? look like?
A discussion document Personalised scorecards for Detailed, interactive Specialist insights on our Presentations to a series of A comprehensive
that highlights the key every respondent dashboards giving you full Key Findings in a 30- global industry working handbook report that
statistical insights from our access to every survey minute interview with groups to turn our insights showcases the
survey (E-mail must be provided) response leading experts into advocacy priorities transformation journey:
and outcomes what to focus on, what

risks to expect and what
returns to look for

Click here to visit our full resource page

for Proxy Transformation

benchmarks

Impact

‘community
thevalueexchange.co
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