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Resources and Advisory Services

How Broadridge Helps Activists

We've had occasion to transact directly with this seemingly opaque and possibly
frustrating shareholder intermediary. It's actually pretty straightforward. It pays to
know what Broadridge can do for an activist, especially in the early stages of an
activist project. Importantly, you can get the initial information needed to profile the
shareholders in a portfolio company at no cost just by asking them.

What Broadridge does

Broadridge provides a wide range of services to a long list of financial
companies. For our purposes, activists should know about the Corporate
Issuer segment, the one that serves portfolio companies.

For those companies, Broadridge mainly distributes information to company
shareholders. It does this through the broker/dealers and other custodians that
hold shares on behalf of clients, and thus maintain shareholder contact data.
These custodians become Broadridge's actual clients, who choose an
intermediary from among Broadridge and a small number of others. Companies
(and activists), rather than custodians, pay Broadridge for its services.

Broadridge has competitors. Mediant also handles essentially the same things for
custodians. Say Technologies does this for Robinhood accounts, as Robinhood
owns Say. Broadridge has something like an 80% market share, meaning its
clients have custody of about 80% of all public company shares.

Broadridge does not maintain shareholder data; custodians do that. Instead, when
a company needs to distribute information to its shareholders, such as proxy
materials, Broadridge first obtains shareholder data from the custodians that have
shares for that company. It will usually do this once the company sets a record
date for a vote. Then, it will distribute proxy materials or whatever else a company
(or activist) wants to send to shareholders.

What Broadridge does for activists

Broadridge will handle whatever written communications an activist wants
shareholders to receive. This of course entails a proxy statement and card, letters,
news releases, presentations, tweets, website screen shots, and anything else
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you want or need to send out. It can send full packages of printed proxy materials,
or a simple notice-and-access postcard. It can send hard copy, emails, or both.

Broadridge charges for this, of course. NYSE sets the fee schedule, which is the

same for companies and activists. Cost for a given communication depends on
the number of brokerage accounts ("positions") that an activist wants to reach,

and whether Broadridge sends hard copy or email.

It takes some experience to decipher the fee schedule. The critical item is the
"Contested Solicitations Mailings" fees, which are $1.25 per position for each
communication, with a $5,000 minimum. Otherwise, Broadridge staff will provide a
fee estimate based on the type and extent of communication needed (more

below).

What Broadridge will do for an activist project

An activist can begin by profiling a company's shareholders. Broadridge will
provide shareholder distribution and custodian listing reports at no cost. The
shareholder distribution report is more useful, although the custodian listing can

also help somewhat.

Shareholder distribution, also called the share range report:

SHARE RANGE ANALYSIS
PRE-SUPPRESS

JOB: 5B6317 CUSIP: woooo  ISSUER: company

LOwW ACCTS SHARES
1 1,033 717 0%
25 310 10,260 0%
a0 218 12,092 0%
75 85 7.004 0%
100 770 110,659 0%
250 385 128,120 1%
500 281 161,387 1%
750 93 78,144 0%
1,000 445 558,110 2%
2,000 189 430,511 2%
3.000 103 331,698 1%
4.000 64 273,606 1%
5,000 191 1,263,984 5%
10,000 155 2,019,822 B
20,000 70 1,580,908 6%
30,000 31 1,020,105 4%
40,000 29 1,226,793 5%
50,000 32 1,853,386 7%
75,000 27 2,345,344 9%
100,000 33 4,768,312 15%
250,000 9 2,960,453 12%
500,000 3 1,871,917 T
1,000,000 2 2,332,036 9
TOTALS 4558 25,362,368 100%
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This report shows the number of accounts or positions within a given share count,
and the total number of shares in that range. For this company, two accounts each
have over 1 million shares, with a total of 2.3 million shares, or 9% of the total.
Three accounts each have between 500,000 and 1 million shares, with a total of
1.9 million shares, or 7% of the total.

An activist can use this report to understand what a solicitation of various sizes
might cost. For example, with this shareholder base an activist would need to
solicit only 135 accounts (out of 4,558) to comply with the two-thirds
minimum under the universal proxy rules:
« soliciting only accounts with 40,000 shares or more will capture 68%
of the outstanding shares
« 135 accounts, out of 4,558 total, have 40,000 shares or more.

An activist might and probably will want to solicit more than two-thirds, of course.
This analysis provides a starting point for understanding the benefits and costs of
different levels of solicitation effort.

Custodian listing, also called the Issuer Position Merged (IPM) report:
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This report shows the number of accounts at each custodian, and the total number
of shares in those accounts. For this company, Schwab has 1,584 accounts with
7.7 million shares, Merrill Lynch has 129 accounts with 400,000 shares, and so
forth.

This report also requires some interpretation. You can use it once you know which
institutional investors use which custodians. Proxy solicitors typically have that
kind of market intelligence.

Broadridge runs both reports for a specific record date, in this case March 26,
2024. You can always request these reports for the most recent record date. So,
ask for them for the record date for the last AGM and you'll get a decent idea of
the share distribution. You can also request it for the record date for the AGM
where you'll nominate directors or present a proposal, once the company sets that
record date.

Broadridge will also provide an estimate of the number of accounts for physical
and email delivery of communications. For this company as of that record date,
Broadridge indicates it would send 1,221 physical packages and 3,234 email
packages. This helps in estimating the cost for a given type of communication to
all of the accounts that Broadridge would handle.

Broadridge also provides the list of non-objecting beneficial owners (NOBO). This
of course shows the individual shareholders behind these reports, for those
shareholders that do not object to disclosure of that information. With this, an
activist can contact shareholders directly, and not even go through Broadridge.
You'd want to do this with larger shareholders, even before sending out proxy
materials, say to assess sentiment about the company or run your thesis past
them.

But, Broadridge will send it only to the company. You typically ask the company
for it as part of a books and records demand. Broadridge will indicate when it
provided the most recent NOBO list to the company. So, when a company says it
doesn't have a current NOBO list, you can at least ask for the most recent one
based on the date Broadridge tells you.

Broadridge will also estimate the cost of sending one or another type of
communication to all or some of the shareholders. They can estimate the cost of
sending a physical proxy statement to the top 100 shareholders, sending emails to
the accounts representing 67% of the shares, sending a notice-and-access
postcard to everyone, or whatever combination makes sense.

You can request all this from the Special Processing desk at Broadridge.

Other helpful details

Not just anyone can request this information. An activist needs a reason, such as
an upcoming or pending proxy contest or proposal solicitation. You can send a
copy of an SEC filing, books and records demand, news release, or
correspondence with the company to demonstrate your intent.
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You still should consider engaging a proxy solicitor, although it's not strictly
required. After all, the UMW evidently solicited proxies for its shareholder
proposals itself, presumably after working directly with Broadridge to profile the
shareholder base and send out a few communications to shareholders. Any
decent proxy solicitor knows their way around Broadridge, understands the fee
schedule, and can advise about the benefits and costs of different communication
tactics.

You'll also need to get in touch with Mediant in the same way as Broadridge, to
request those reports and estimate costs. They cover most of the remaining 20%
of shares that Broadridge doesn't see.

For further information, or to discuss a specific turnaround situation, please contact:

Michael R. Levin
m.levin@theactivistinvestor.com
847.830.1479
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