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TUMULT IN THE PROXY SOLICITATION
INDUSTRY AS THE “ASSETS” TAKE THE
ELEVATORS DOWN AT NIGHT…AND
RIDE NEW ONES UP NEXT DAY
ISSUERS ASK, “WHO MOVED MY CHEESE?” and “WHO’S
WHO IN THIS SUDDENLY CRAZY SPACE?” AND “WHAT,
IF ANYTHING, SHOULD WE BE DOING?”
Issuers have been stunned, and our phones have sure been ringing off the hooks,
following historically unprecedented movements of key people in the always somewhat tumultuous proxy solicitation industry.
“What’s going on here?” The simple answer is that many solicitation and advisory firms geared up big-time – adding call center seats and spending-up big
on marketing and promotional activities, and on T&E – with the expectation
that issuers would be spooked, and sometimes in dire straits with the loss of the
“broker vote” – and that outbound calling campaigns and last minute “saves”
would fill their coffers to overflowing. And with big companies literally swimming in cash, lots of M&A activity was also anticipated for 2010…which proved
to be a classic case of a “perpetually receding bonanza” – one that forced folks
to chase it faster than ever...and to cut their prices to the bone when they did
have a chance to lasso a deal. But the fact is it takes a lot of cash to keep a proxy
solicitation and advisory firm open all year…and those “human assets” don’t
come cheaply either…at least the really valuable ones.

nT
 WO TA PROS WARN ON
ABANDONED PROPERTY
ISSUES AND OVER-REACHING/
UNDERPERFORMING STATES

So no surprise really, that in the face of forced spending cutbacks across the
board, many of the most talented people – and especially the “rainmakers” –
would be looking for greener pastures to irrigate…and jumping the fences if
they could find some. And find some they did. In fact, more than half the people
who’d normally be in our PEOPLE column need to be mentioned here instead.

nE
 LSEWHERE ON THE
SUPPLIER SCENE

At Laurel Hill, as we reported in our last issue, almost all the “human capital”
took the elevator down one day – after running up a truly amazing record for
new business, in just two short years – and took the elevator up the next day in
another building, as Phoenix Advisors. In a trice, they got themselves acquired
by transfer agent AST, which – clearly flush with cash from their relatively new
Australian private equity owners – is hell bent to grow, and to expand into newer
and potentially greener pastures asap. Within their first few days of existence
Phoenix Advisors racked up one of the four tombstones that ran in the WSJ
that month – heralding what now looks to be a late but welcome flood of M&A
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deals on the horizon. On the ‘people front’ – following the
exits of rainmakers Tom Kies…then John Siemann, David
Bobker and David Weeks…Ron Schneider, who’d only
recently jumped the fence to L-H from BNY-Mellon’s
proxy business…jumped to Phoenix Advisors. And fast
on his heels – from BNY-Mellon, where he was a mainstay
from the very beginning of their proxy business – came
Pete Tomaszewski, aka Pete Thomas, one of the solidest
operational and client-service guys around.
But Laurel Hill came back slugging, with one of the very best ads
we’ve ever seen: an eye-riveting, heavily muscled prize-fighter’s back reminded us that “Strength is about more than just
muscles” – and forced us to read the equally strong and powerful message below: “Strength is…about CHARACTER…
When faced with adversity, look to those who remain professional…about RESILIENCY…When let down by others, look
to those who focus on the road ahead and move forward…about
FAITH...” in a trusted brand name. And frankly, Laurel Hill
does indeed seem to have the financial muscle, and the will
to move strongly ahead. After quickly adding two industry
veterans, Sam Berrios and Wilton Davila to fill in the bullpen,
they recruited a prominent and very well thought of guy from
the governance scene, Francis Byrd, who’s done solid stints
at the Altman Group, Moody’s, the New York City Pension
Fund and Georgeson.
In the thick of all this came the sad news that the Altman
Group was shutting down the first-rate proxy solicitation
business it had built in New Jersey…although, please note,
it will continue its long-established and very well thought
of business dedicated to mutual fund proxy solicitation
and advisory services from NYC.
And fast on the heels of these developments, Alliance
Advisors – two of whose founders, Michael and Kevin
Mackey were among the original owners of CIC (which
had a very special and highly successful focus on smaller
and mid-cap companies – and which they had sold
to Georgeson in) would, in addition to continuing the
“advisory services” they had been offering, get back into
the proxy solicitation business…this they proceeded to
do immediately…by hiring superstars Peter Casey, and
Dominic de Robertis for the front office and Joe Caruso
for the critically important “back office”… from Altman.
Both were soon followed by another Altman superstar,
Charlotte Brown, whose career goes back to “the old CIC”
and who seems to be known and loved by every single
person in the small and mid-cap corporate community.
We predict that the Alliance crew will once again become
very big, and very strong players in this business.
Just as fast, as we reported briefly in our last issue, Tom
Montrone, the president of Registrar & Transfer Company,
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hired three Altman veterans, Joe Contorno, Jason Vinick
and James Gill to offer proxy solicitation services to R&T’s
large stable of TA customers under the brand name of Eagle
Rock Proxy Advisors. Having done something similar,
way back in the early 1980s, and knowing what he knows
about the small and mid-cap universe and about R&T’s
strong reputation for solid service, your editor predicts
that Eagle Rock will also develop a very solid business
here, in fairly short order.
Meanwhile…we had been watching to see where Altman’s
top proxy-fighter and rainmaker Paul Schulman would
land…since, if you haven’t quite gotten one of the main
takeaways here, this business is really about the PEOPLE
who make it tick. Just as we began drafting this issue
came the news that he’s landed at one of the biggest and
strongest proxy-fight firms around…MacKenzie Partners,
so yippee for them.
So what do we think about the other firms in this increasingly crowded field?? Let’s start with Innisfree, which, like
MacKenzie Partners is almost always on one side or the
other of every proxy fight and every big M&A deal that
goes down. What more really needs to be said, we’d ask….
except, maybe, that both firms can still command considerable premium-pricing-power vs. the field as a whole.
Georgeson seems to us to come out as a pretty good winner in today’s environment too, thanks to their brand
name, which is still the best known anywhere…and to
their size…and to their big stable of good people to boot.
D.F. King seems to have come through the financial
crunch and all the sturm und drang rather smoothly –
basically by sticking to its knitting. Ditto for Morrow &
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Company. Both firms have been widely mentioned on the
rumor mill as up for sale – Morrow because it’s mostly
owned by a person…and DFK because it’s mostly owned
by a private-equity firm. There’s probably a lot of wishful
thinking at work here, since clearly, the field is way too
crowded for its own good. But let’s face it; everything is up
for sale…for the right price. We think there’s little chance
of getting an offer that one could not refuse in today’s
overcrowded marketplace, although with all the old competition – plus three brand new entrants – the “price of
bacon” seems certain to continue to fall, which is bad news
for solicitors and their owners, but good news for issuers.
BNY-Mellon tells us that they are still committed to offering proxy services to their big stable of TA clients when
needed, many of whom do not need to retain a solicitor as
a “steady date.”
And we’d be remiss if we failed to mention Regan and
Associates, where Artie Regan, Jim Dougan and Gary
Thomas – seasoned industry veterans who have special

expertise in the kinds of issues that plague smaller-companies – including proxy fights, of course – and who have
small-company-friendly pricing besides – have been holding
forth for a very long time and enjoy a very loyal following.
So what should issuers be doing? Follow the talent…
especially the talent that’s assigned to YOU and your
company…And watch those rainmakers especially, since
they can and do make or break the bottom line where
they hang their hats – or decide to hang them up. Some
issuers may want to push back on the price of bacon, or to
ask themselves “What has my proxy solicitor been doing
for me lately?” Interestingly, three companies we heard
from volunteered that they felt like second-class citizens
in recent years, and were mighty miffed. We have been
saying that in today’s environment, every company ought
to have a proxy solicitor they are comfortable with, that
could quickly spring into action for them – even if they
do not need to use their services every single year. And if
you have a good person or team that makes you feel truly
comfortable, there’s no big need to rock the boat. n

ACTIVIST INVESTORS, THE PRESS…AND OTHER PROFESSIONAL
“NOISEMAKERS” GANG UP AGAINST VIRTUAL
SHAREHOLDER MEETINGS
Your editor has had the great fun of participating in
three panels devoted to Virtual Shareholder Meetings
over the past 40 days or so. The first was hosted by
Gary Lutin, who has been running a Shareholder
Forum on this subject. The second was hosted by the
panel-builder, interlocutor and commenter par excellence, Broc Romanek, of the Corporate Counsel and
the third panel was put on at the Western Regional
Conference of the Society of Corporate Secretaries and
Governance Officers.
Each panel included speakers from Intel, which hosted
the very first Virtual Shareholder Meeting where
shareholders could actually cast votes over the web;
from Broadridge Financial Solutions, which provides
technical, audio-visual and webcasting support, along
with real-time voting capabilities for VMs…and which
hosted its own totally virtual meeting this year…and
from BestBuy, which used a “hybrid model” – a virtual meeting in addition to an in-person venue – as the
springboard for a much broader communications and
brand-building effort than most shareholder meetings
strive for these days. Broc’s panel, for the record, also
included a panelist from Charles Schwab, which put a
particular focus on reaching out to its employee shareholders through its V-M webcast.
Your editor opined along the way that Virtual Meetings
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are here to stay…that it’s inevitable that they will continue to catch on big-time…and that they not only
pass his own sniff test where new technologies are concerned, they meet his 18 year old mission statement –
and his statement as to what public companies should
be doing – to a tee: “Helping to provide better, and more
cost-effective services to investors” who, after all, pay
the not inconsiderable bills for shareholder meetings.
We’ve also had the great fun of debating the pros and
cons of Virtual Meetings with the still very skeptical
Tim Smith of Walden Asset Management – a much
admired friend and colleague who has been an originator and presenter of shareholder proposals and a
“good governance hawk” of the first order for many,
many years…in the hope of finding some common
ground that will enable VMs to move forward with
vigor, as we believe they should:
“I don’t want to seem like a Luddite here” Smith told
us; “So Tim, you’ll have to work a bit harder then” we
couldn’t resist responding…And we honestly believe
that if we ALL work a bit harder, we can find a way to
answer the open issues that stand in the way. So please
read the article below, and please see our review of the
Symantec virtual-only meeting too, and take time to
listen to it yourselves, and form your own opinions…
and please fire-back if you agree with us…or not. n
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OPTIMIZER TO ACTIVISTS AND NOISEMAKERS RE: VIRTUAL MEETINGS:
YOU FOLKS ARE REALLY MISSING THE BOAT HERE!
Despite the many good things your editor, and other managers and consumers of Virtual Meetings have to say about
them, they’ve been coming under heavy fire of late:
Activist Tim Smith of Walden Asset Management has presented Intel, Broadridge Financial Solutions and Proctor &
Gamble with drafts of shareholder proposals he has folks
ready to file if they proceed with “totally virtual” meetings.
Even though these three companies are widely regarded
for their good corporate governance programs, Smith
fears that other companies, who are NOT so good, will
use VMs to “hide” from public scrutiny…and, as he told
your editor, will consign ordinary shareholders, and the
activist investors among them, to a “cyber-ghetto.”
P&G, signed a 5-year standstill agreement with members
of a P&G founding-family once they saw the proposed
proposal – though we ourselves could hardly imagine
P&G successfully holding such a meeting under any circumstances, since they’d kill a cherished Cincinnati tradition and rile all their friends, neighbors, and consumers
too, for no good purpose.
Intel, which would still LOVE to hold a virtual-only meeting, we think, has backed away, at least for now…but
Broadridge says they’ll forge ahead with a second virtualonly meeting in 2011.
Meanwhile, CalPERS and CalSTERS have gone on record
as being totally against virtual-only meetings, and a bunch
of activist investor websites (some of which we think have
been launched primarily as “trolling opportunities” for
sales of future banner-ads) have jumped on the bandwagon,
looking to send virtual-only meetings to perdition.
Quickly jumping on the anti-VM bandwagon, NY Times
columnist Gretchen Morgenson posted a lengthy rant in her
Sunday, Sept. 28 column entitled “Fair Game” that focused
on the recent Symantec Corporation virtual meeting; asserting in the headline that “Questions, And Directors [were]
Lost in the Ether”…following a 9/27 story by reporter
Ross Kerber of Reuters on the Symantec meeting headlined
“Shareholder meetings via Web mute dissident voices.”
Then, despite our own belief that Symantec had done a
mostly fine job with their meeting, they agreed to hold a
“hybrid meeting” next year…which may turn out to be the
only way a Fortune 500 company can go-virtual anymore.
So let’s take a few minutes to review some of the benefits
of Virtual Meetings – then to try to debunk some of the
objections to them that seem clearly misguided from our
perspective – and then to address a few issues that do indeed
need to be addressed…all of which CAN be addressed to
the total satisfaction of investors – both the activists and us
ordinary folk, we believe – who, as mentioned, foot the bills
for shareholder meetings:
PAGE 4

Here are some of the things we really like about Virtual
Shareholder Meetings:
• At 90%+ of the roughly 13,800 Annual and Special
Meetings of Shareholders that are expected to be held
this year, there is absolutely no good reason for investors to attend…except maybe they live nearby… and
think there will be free breakfast. Typically, over 99% of
the votes that will actually be cast at such meetings have
been cast and counted the night before – and there are no
“voting issues” or “performance issues” whatsoever from
an investor’s perspective. Thus, a “virtual only meeting”
can be a huge money-saver for corporations… when such
circumstances prevail.
• Having virtual voting capability – right up until the
time the polls officially close – is actually a governance improvement vs. having a physical location only,
for the overwhelming majority of shareholders who
can’t possibly show up to vote or change their vote
in person.
• More importantly, virtual meetings provide public
companies with a very cost-effective way to reach out
to the many investors who do NOT live nearby, or who
do not have the time or budget to attend a shareholder
meeting in person…or who may be employees, or
customers, or suppliers, or prospective investors, who
may want to gain a bit of perspective about the company. As recent statistics on VMs confirm, companies
that have held virtual meetings to date cite attendance
figures that are two to three to seven or more times
the numbers of people who typically attended live
meetings. And most have seen modest but welcome
improvements in the number of people who actually
cast votes.
• The biggest and best innovation here, we think, many
of the companies that have conducted virtual meetings
to date have established web-based investor forums that
are open to receive and to post investor questions – and
answers – for 20-30 days before the meeting. Clearly,
this has the potential to create a dialogue that is much
more robust than the dialogue that takes place these
days at most of those 13,000+ in-person meetings. It
also alerts the management team to issues they may not
have been aware of otherwise, and it gives both sides
significant new opportunities to prepare their Qs & As
with added care.
• Another very nice good governance feature, the proceedings are typically archived for at least a year, so investors who miss the actual meeting, or who want to check
out exactly what was said (as we did after reading the
Morgenson column) can do so for themselves…and can
usually scroll back and forth to hear the fine points over
and over again if they wish.
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• As someone who has attended 10 or more shareholder
meetings a year for 40 years now, your editor feels obliged
to note that he greatly appreciates the carefully scripted and
businesslike conduct of the “business part” of the meeting,
which a “virtual meeting” forces companies to have. And
most meeting attendees appreciate this too. Meeting-goers
generally do NOT appreciate the fuzzy-logic, the rambling
comments and the often un-businesslike antics of so many
meeting gadflies – who tend to waste the time of normal
attendees, and to make a mockery of the real business of
a shareholder meeting. And sometimes the behaviors of
people who come to the meeting specifically to disrupt it
or co-opt it or to attract the attention of the media create
potentially dangerous crowd-control issues…we’ve had
many scary meeting moments.
Here are some areas where we feel the activist investors are
totally missing the boat:
• Virtual Meetings – when properly conducted, that is –
provide activist investors with unprecedented opportunities to present their viewpoints…and to present them to
an infinitely larger audience than they could ever hope to
reach in person.
• Activist investors actually tend to benefit significantly
from being able to present their own case in a controlled
and well-scripted manner – whether by reading their statement or, if they are reasonably telegenic, presenting it as
part of a live or pre-recorded video-cast. (Here, your editor also feels obliged to note that in his long experience,
most activists – and especially those pesky “gadflies” –
tend to LOSE VOTES after making their case in person…
But he has indeed witnessed cases where well-prepared
activists DID influence the outcomes in their favor, to
some degree, or sometimes set the table for a bigger and
better campaign next year.
• The idea that virtual-only meetings provide an opportunity for companies to “hide” from investors is laughably and very demonstrably wrong – witness the recent
flap over the Symantec VM. Let’s start with the fact
that VMs must be announced well in advance, and are
broadcast to a potentially infinite number of listeners.
Remember too that all the VMs that we’re aware of
have been archived on the web, where they are readily
reviewable for at least a year. And, as we tried to convince our friend and valued colleague Tim Smith – who,
by the way, is a very skilled and powerful presenter of
shareholder proposals – perceived shortcomings, and
especially any abuses that may occur are discovered in
a flash…And they can and will be widely circulated and
discussed both in the press and in cyberspace. Thus,
from our perspective, VMs have a built-in and very
powerful “self-correcting feature” if shareholders, or any
other observers for that matter, feel that disclosures, or
discussion, or the conduct of the meeting itself were to
be deemed wanting.
Here, we say, is the one big issue with Virtual Meetings that
needs to be resolved:
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• We totally agree with Tim Smith that sometimes, investors need to confront the management team in person…to
observe the way they respond – or not – to a direct challenge. We ourselves have made many wise investment and
disinvestment decisions based on an up-close and personal
look at the way management, and directors too, react
under pressure.
And here, we say, is a reasonable way to resolve the issue,
recognizing that the number of Shareholder Meetings where
there are “issues” is a very small one; probably no more that
250 meetings a year, out of the 13,800-odd meetings that are
projected for 2010…
• Taking a leaf from the way the Maryland legislature
authorized “virtual meetings” we say that if even one
shareholder of record asks to be present in person at a
shareholder meeting, that shareholder, and any others of
like mind, must be accommodated.
• Naturally, there must be a reasonable “notice
period” for such requests…and we would suggest that
11 business days prior to the scheduled date is both a
“reasonable period”, and one that would allow companies to disseminate the new information – over the
web, and even via mail if the shareholders involved
should insist.
• Companies should be free to offer shareholders an open
phone line to the meeting, or the opportunity to submit a
pre-recorded question or statement if they wish to make
one, or to offer would-be spokespeople a chance to appear
via a “live video-cast” that could be beamed from anywhere the proponent wishes, should the company wish
to do so. (The technology here is increasingly available,
and affordable, and often would cost a lot less than the
travel for many proponents.) But the company should
not be obliged to do any of this; they should still be free
to have wannabe shareholder attendees attend at their
own expense, as at present, if they don’t like the electronic
alternatives. And, there should be two very important
provisos; (1) the question(s) must pertain to the business
that is officially before the meeting and (2) questions
should be subject, as most are now, to “reasonable limits”
on the time allowed for discussion of each matter before
the meeting and on the number of questions a single proponent can ask - out of respect for the valuable time of
other meeting attendees.
• We think that this proposal has some valuable self-policing aspects too – as a way of preventing frivolous demands
for in-person meetings – when the requestor has no real
business purpose in asking – OR if the proponent fails to
show up, after asking a company to go to the additional
expense of renting a hall just for them: If a requestor fails
to show up after asking to attend in person, they should
be barred from submitting any other shareholder-meeting
proposal for at least three years.
So readers, we’d like to hear your thoughts on all this: email
us at cthagberg@aol.com. n
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SOME NOTES ON THE MUCH-BASHED SYMANTEC VIRTUAL MEETING
As mentioned elsewhere in this issue, activist investors, the
press, and assorted other “noisemakers” sure piled onto
Symantec Corporation, following their first-ever totally
virtual annual meeting.
We were kind of glad they did…first because it proved
the point we tried to make to Tim Smith of Walden Asset
Management in spades: That not only is there no place to
hide in cyberspace, any real or perceived meeting missteps will
surface and make the rounds in a cyber-second, so there is a
built-in self-correction feature to VMs that can’t be beat.
A second great thing about virtual meetings is that you can
usually tune in the archived webcast, as we did here…and
listen to any rough or questionable patches as often as you’d
like…and make up your own mind about the overall fairness and effectiveness of the meeting, which we also did.
So here are a few observations which readers can check out
for themselves – and a few suggestions for possible improvements next year:
When we logged on to the Symantec site, we were favorably
impressed right off the bat – and a bit surprised in light
of all the press coverage that made them sound like bad
people – to note that they are on Fortune’s Most Admired
List and on Ethisphere’s list of Most Ethical Companies.
We were a little disappointed that the pictures and names
and business affiliations of the Directors were so small we
couldn’t see them clearly…and that we couldn’t simply
“click” on them, to enlarge them as they were “introduced”…but no big deal, really.
But oops! They did not really get introduced individually…
and may or may not have been listening in…which was one of
the major complaints. We were a bit surprised that Symantec
either did not know, or simply forgot, that not having
Directors attend the meeting is a major no-no with investors
(remember the big flaps at Home Depot, Johnson Controls
and Morgan Stanley when most directors failed to show a few
years ago?) And it seemed particularly inexcusable to have
no-shows at a virtual meeting, where all the Directors needed
to do to “attend” was to boot up their computer or pick
up the phone. We can be sure that like the three companies
above, Symantec will not make that mistake again.
We’re probably a bit biased here, but oops again…We
were startled to hear that the Inspector of Election was the
Corporate Secretary. While there appeared to be nothing
at all that was controversial – until the noisemakers piped
up, that is – not having a clearly neutral party as Inspector
is hardly a best practice – especially when you’re trying
something new, like a VM.
The “business part” of the meeting – the election of directors, ratification of auditors and approval of increases in
shares allocated to two equity incentive plans – was conducted briskly, efficiently and effectively, we thought…
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and over in a blessedly brief nine minutes, although they
made a minor misstep by closing the polls before the question period officially opened: Please note, dear readers, that
this is really the only part of the meeting where questions
MUST be entertained. The “general discussion” and any
“open Q&A period” is solely at the discretion of the Chair,
and almost always takes place AFTER the official meeting
is officially adjourned. But the “window” for entering questions was open the entire time, and there were NO questions on the items being voted on, so no harm, no foul.
We found the CEO’s presentation on the business – and on
their strategy going forward – to be very well articulated and
very well done overall. The slides that appeared on the side
of the screen were well written and very much on-point –
and properly forward-looking too, we thought…and this
part lasted about 16 minutes.
As we’ve said on many other occasions, we are big fans of
live “video streaming” – mainly in the hope that it will force
the management team to come up with something that will
hold the audience’s attention better than slides. We’ve long
opined that watching ANY annual meeting is like watching paint dry…and watching only slides is like watching
already dry paint get drier. And we DO like to check out
the body language, quirks, tics and other potential “tells”
of the management speakers – especially when being questioned – and ideally, the reactions of directors too, which
makes the meeting moderately more interesting. But hey…
this meeting was at least partly about saving money on
the meeting itself, and there were zero riveting moments
expected (or actual) with such a routine agenda…so we’d
issue a “pass” here: The streaming video, while not a fortune, is a lot more expensive than audio only.
Now for the really important questions that were raised about
the meeting:
Do we think that Symantec intentionally tried to forestall
difficult questions, or to “game” the question period to “mute
dissident voices”? Absolutely not: It does seem, based solely
on assertions from people who say they tried to email Qs
and failed to get through, that there may have been some
delays in transmission times over the web. But if you listen
to the replay, there was ample notice that the question
period was set to open…and a statement that so far, only
the two questions that were answered had been received –
plus ample notice – and what we considered to be more
than ample waiting time – about 10 seconds – before the
question period was closed.
Do we think that Symantec rephrased or paraphrased the
questions in a “softball” manner as some of the questioners
seemed to assert? Not at all: They key question, asserting
that Symantec “repeatedly failed to return shareholder
value” and asking “what specifically does management
intend to do to reverse losses over the years” seemed very
clear and very blunt, at least to this listener. Interestingly,
the answers to this question had actually been provided in
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the closing bullet-points of the CEO’s prepared remarks,
which did seem to us to throw the CEO off a tiny bit at
first. But he re-stated the points he’d just made just fine,
although perhaps not as neatly bulleted as earlier: The second question struck us as more of a complaint against the
virtual-only format, and we at least, thought the answer
was a decent one, and totally sincere; that as a technology company, they wanted to use technology, and that
they would likely reach a much larger audience, as indeed
they did. They certainly convinced US that they thought it
would be a good idea, and that certainly, there was no malice aforethought, as many of the “noisemakers” implied.
One still-open issue for virtual meetings in general: There is
a very real and very understandable concern on the part of
investors that questions will intentionally be re-phrased as
“softballs” or shut-off too early – or that the really tough
questions will somehow, inexplicably, get lost in cyberspace.

Intel, BestBuy and others have acknowledged that this is an
issue that needs addressing: perhaps with a posted list of ALL
the questions asked before and during the meeting…including the ones that were answered in the prepared remarks,
questions that were duplicative of others to some extent and
questions that were either not on point or just plain dopey.
Our own suggested best practice is that in addition to
accepting questions over the web – both before and during
the meeting – companies should also have an open phone
line, where questioners can queue up – by hitting the star
key – to ask a question on a first-come-first-served basis.
This may actually generate a few “riveting moments” –
some of which may need bleeping. But it seems well worth
the effort – to achieve the desired “transparency” and to
answer legitimate concerns about pre-screening – and to
add a bit of suspense…and maybe a bit of drama too to a
normally dull event. n

HOW OFTEN SHOULD SHAREHOLDERS HAVE A SAY ON PAY?
“GODDESSES OF GOVERNANCE” CONVINCE US THAT ANNUALLY IS BEST
It’s not often that a panel discussion prompts us to change our mind on something like Say On Pay…especially after investor activist Ed Durkin of the Carpenters Union had persuaded us – and, apparently, the drafters of Dodd-Frank too – that
a triennial Say On Pay was best. He argued, quite convincingly we thought, that it would allow investors to conduct much
more high-quality analysis than they could possibly do with 13,000 or so annual SOP proposals to review, should an annual
standard be mandated, and we thought it might give much-beleaguered proxy statement drafters a bit of a break too.
But at the Society’s multi-chapter meeting in NYC on Sept. 30th, a panel of experts – whom moderator Bob Lamm of Pfizer
aptly referred to as “goddesses of governance” – Hye-Won Choi, SVP Corporate Governance at TIAA-CREF, Suzanne
Hopgood, Managing Director at the NACD, Polly Plimpton, Counsel at McDermott Will & Emery and Ann Yerger,
Executive Director of the Council of Institutional Investors –managed to totally turn our thinking completely around.
First, as Hye-Won Choi pointed out, the annually
required proxy statement disclosures are best aligned
with an annual say on pay. And, as she also pointed
out, companies make decisions about pay…not biennially… or triennially…but every single year.
Panelists also agreed with something we’d been pointing out since the SOP debate first began – that a
thumbs-up on the Comp plan provides protection for
the Comp Committee members, and for all the other
directors too.
As Suzanne Hopgood noted, high Votes-No on pay
serve as a very important warning sign to directors that
something is amiss, somewhere, and needs addressing.
(Interestingly, no one seemed to think that the old arguments that so many companies made, that Votes-No
on pay are somehow too ambiguous to be useful, hold
any water at all these days: Clearly, having seen three of
them this season, an SOP thumbs-down sends a totally
unambiguous message, just as we’d said all along.)
Ann Yerger, and Hye-Won as well, indicated that they
would not automatically recommend a vote against
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a biennial or triennial SOP proposal – as long as the
company had no governance issues – although both
TIAA-CREF and the Council are officially in favor of
annual SOP.
But panelists noted several other benefit of annual says
on pay that are not immaterial ones: First, an annual
say is much more likely to be treated routinely by voters, and more likely to get a “pass” from them they
think, as do we. Second, biennial and triennial proposals leave the door open for counter-proposals from
shareholders in subsequent years. Some activists are
already thinking about proposals that would require
companies to revert to annual SOP if the 2 or 3 year
referendum yielded votes in excess of some percentage threshold. Last and far from least, as one panelist noted; why make the annual workload lighter for
activists in the first place – especially if it means they
may decide to scrutinize your pay proposal under a
microscope in year two or three? An annual say on pay
looks like the path to least resistance, for sure. P.S.
Look for our practical tips for putting the Say When on
Pay proposal(s) to a vote in our next issue…after the
SEC regs are out. n
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TWO TA PROS WARN ON ABANDONED PROPERTY ISSUES,
AND ON OVER-REACHING, UNDER-PERFORMING STATES
Hardly an Optimizer issue goes by without something new on the abandoned property scene:
n

 &T President Tom Montrone warned readers of
R
his latest newsletter to beware of claims from the
State of California for penalties and interest on
property that was never even escheated – but which
had, apparently, been picked off a pre-escheatment
report. R&T has also been getting totally unsupported claims for alleged late-filing penalties and
fines, virtually all of which, he says, were found to
be meritless after a proper investigation.

n

 omputershare’s Charlie Rossi also told the
C
Society’s Western regional Conference that timeand-money-and-staff-strapped states have been
sending formerly lost holders who’ve discovered
that their property was escheated back to the T-A...
who, of course, has nothing to give them back!

ELSEWHERE ON THE SUPPLIER SCENE:
CIBC-Mellon, Canada’s second largest transfer agent,
and nearly tied for market share with Computershare
Canada in what is essentially a duopoly there, has been
sold to Pacific Equity Partners (PEP) the relatively
new owner of US transfer agent AST. It will operate
in Canada under the name of Canadian Stock Transfer
Company (CST) and will, along with AST, become
part of the North American Division of The Link
Group, under the current AST CEO, Mark Healy. We
are always surprised when a duopoly-company is sold,
and we were even more surprised that BNY-Mellon –
which owned half the business to begin with, and which
certainly could have succeeded by bidding quite a bit
less than PEP, to prevent “issues” for CIBC banking
clients – reportedly, did not bid at all. The “premium”
was incredibly rich, we hear – an offer that BNY-Mel
“could not refuse”…plus, they say, the lion’s share of
the old clientele will move to them…seamlessly. Time
will tell…so we’ll plan to follow up in six months
or so...But we’d also note that this opens new doors
for Computershare Canada, even while it opens new
doors for AST’s Phoenix Advisors vs. Computershare’s
Georgeson business in Canada. The competitive merrygo-round continues to whirl like crazy…for sure.

a globally-globular glob of global-good-governancegobbledygook, we’re tempted to opine – but all this
according to their July 22 press release. Good governance pioneers Howard Sherman and Gavin Anderson
of GMI will join corporate librarians and governance
pioneers from the get-go, Nell Minow and Robert A. G.
Monks, along with Richard A. Bennett, John Higgins
and Ric Marshall on the combined board. But both
firms will keep their names and operate from their current headquarters in Portland Maine (the Library) and
NYC. Three cheers for ESG! Who knew?

Oh gee…it’s ESG! Governance Metrics International
and The Corporate Library have merged, to create
“the world’s leading independent firm dedicated to the
development and sale of corporate governance risk ratings, environmental, social and corporate governance
(ESG) advisory and analytical services; and a suite of
online global governance information products and
services for the investment market.” What a mouthful;

IRAlert…which had been offering “daily updates
and analysis for Investor Relations Professionals”
has folded, after 14 months of push-emailing mostly
pre-paid content provided by vendors, framed by banner ads. Note to all the other folks in this overcrowded
publishing space – and to their ad-buyers too: ALERT!
“The financial math…simply does not add up” as the
final issue noted. n
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Meanwhile…little Proxy Governance Inc. (PGI) is
“going to market” – forgive the bad pun – looking
for “sponsors” that will allow the firm to offer proxy
advisory advice to individual investors for free…
allow mutual funds and other third-part investors and
advisors to post voting advice on their site…allow
investors, and public companies to appeal the posted
advice, for a “non-burdensome” fee…and serve as an
alternative to ISS, which is widely being damned these
days as a big bad wolf. The new little PGI would then
stand for the Proxy Governance Institute if funds can
be found.
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THE OPTIMIZER COMMENTS ON THE PROXY PLUMBING RELEASE
Space constraints this quarter won’t allow us to print the entire comment letter – though we tried hard to keep it as
short and as simple as possible. And besides, the comments will be on the web before this issue hits the streets.
We urge you to read them, however – and to comment on your own – even if you miss the official deadline by a week
or two…Here are a few highlights:
n

 ver-voting is real – and untenable: We tell the SEC
O
exactly how to fix it.

n

 ote Confirmations: Easy, but the real issue is to
V
have systems that have integrity – and that are readily
auditable: We endorse the longstanding proposal to
drop VIFs and issue proxies to all.

n

 ees: “It’s time for people to put their money where
F
there mouths are”: We ask again for a long-overdue
re-bidding of the 1985 contract, including a decoupling of the “name aggregation” duties from all
other elements, so issuers can choose vendors based
on their own specific needs.

n

 ommunications: Replace the outmoded NOBO/
C
OBO designations to give shareowners a much wider
choice of options as to what they can receive, and how:
Recognize that most shareowners have no problem
with issuers knowing who they are…under conditions of the owners’ own choosing. Most important;
allow short “executive summaries” of voting items to
accompany the Notice – and give people the ability
to vote then and there if they feel they have all the
info they need… n

PEOPLE:
Chris Cernich (write that name down) the new Director
of M&A and Proxy-contest Research at Institutional
Shareholder Services (ISS) was the subject of a lengthy
profile, cum color photo, in the WSJ this quarter,
headlined “Going From Used Cars to Proxy Battles.”
Aside from his used car expertise, he holds a PHD in
English lit, and the former prof has also had a successful career designing and building “art furniture”…so
we’d expect proxy fights to be a snap for this sort-ofRenaissance-man.
Broadridge Financial Solutions CEO Richard Daly is
being honored by Fountain House, the world’s largest
provider of rehabilitative services for people with serious
mental illnesses, at its annual Celebration of Life event on
Nov. 15th at the Citi Executive Center in NYC where he
will receive the Esther Montanez Leadership Award. For
over 17 years, beginning at ADP, Rich’s firm has been
employing 5-12 Fountain House members each week,
many of whom have graduated from the “Transitional
Employment Program” to “supported” and ultimately
to full-time employment. The event also marks the
10th anniversary of Fountain Gallery, which Rich, and
Broadridge have also supported form the beginning. For
info and tickets, visit www.fountainhouse.org.
Salli Marinov, the President and CEO of First American
Stock Transfer Company in Phoenix, AZ has published
a very useful book, now available at www.amazon.com
THIRD QUARTER, 2010

entitled A Practical Guide for the Transfer of U.S. Equity
Securities: Basic Principles & Procedures. Readers, if you
are responsible for Stock Transfer Agency services, or if
you deal with shareholders, transfer agents or stock plan
service providers at a publicly traded company – or if you
work with any Wall Street people, for that matter – this is
an invaluable desk reference and training aid. An easy read,
the glossary alone is worth the modest purchase price.
NIRI has elected Douglas R. Wilburne, VP Investor
Relations at Textron Inc., as the 2011 NIRI Board
Chairman. Top priorities for Wilburne, he says, are
membership growth, deepening NIRI advocacy and
professional development activities and conducting and acting upon an in-depth strategic review of
NIRI activities. n

QUOTE OF THE QUARTER:
“Board members like nothing better than a good executive summary. Boards crave them. Whenever you can
do it, it’s welcome. If you have someone on your staff
who is good at writing them, hang on to them.”
– Anne M. Mulcahy, former Chairman & CEO,
Xerox Corporation – Speaking at the 2010 MulitRegional Fall Conference in NYC.
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REGULATORY NOTES…and comment
ON THE HILL: Consideration of whether to extend or
modify or repeal the “Bush tax cuts” on dividends, capital
gains and inheritances has been postponed until after the
fall elections, which, we think, increases the chances that
they will be extended – at least for all but the highest 3-5%
of income earners…which would be a good thing, for sure.
AT FASBI: Russell Golden, the former technical director
has been appointed to the Board, following the retirement
of the long-serving and very well thought of Chairman
Robert Hertz while the Board looks for a new Chairman
and one more board member. It is anticipated that
Golden’s appointment will allow the many projects that
FASBI has underway to continue without interruption
while the search for a new Chairman continues…something we surely hope for.
AT FINRA: A nice fat $1 million fine against Trillium
Brokerage Services, for flooding the markets 46,000 times
in 2006 and 2007 with “illegitimate orders” – entered with
the intent of cancelling them – in order to trick other market participants by making prices rise and fall “artificially”
while Trillium booked $575,000 in profits. Nice move,
FINRA…but it sounds to us to be exactly what happened
(among other things) in the Flash-Crash of 2010…with no
fingers pointed or penalties imposed to date!
AT THE SEC: Just as we were about to hit the send button
to our layout person, came news that the SEC has granted
a stay of its new Proxy Access Rules, pending what we
hope will be a greatly expedited hearing by the DC Court
of Appeals. A HUGE waste of valuable time and money,
we say, instigated by the Business Roundtable and the U.S.
Chamber of Commerce, and merely dragging out the inevitable outcome in any case…although we’re sort of happy
to see our good friend Amy Goodman and her colleagues
at Gibson Dunn get such fascinating, fun-making and
financially rewarding work. The gripe? The SEC “failed to
engage in evidence-based rulemaking…We intend to hold
the SEC to its statutory obligation to conduct a thorough
cost-benefit analysis” said the head of the Chamber’s
Litigation Center. Even a bad lawyer can make up a
plausible cost-benefit analysis to prove anything, we say…
especially when the “benefit” is as soft and squishy, but as
inarguably important as “shareholder rights”…And who
can really prove the analysis is wrong? And, btw, aren’t

the plaintiffs here the very same folks who HATE the
plaintiff’s bar? The latest poop: Probably NO Access for
2011 given the likely timetable for the “expedited review.”
Yet another dud hits the ground, following the joint “bombdrop” from the SEC and the CFTC on the causes of the
Flash-Crash: Yep, it does seem plausible that a single trading strategy by a single trading firm went “on autopilot
into a ravine” as CFTC chairman Gary Gensler observed –
and actually, their model made them speed up continually, the closer to crashing they came. But, as still-spooked
market makers were quick to observe, the report failed to
adequately address the much broader spectrum of events
that ensued…and thus, fell way short on solutions that
would prevent future flash-crashes. “The trigger is a small
part of the story” one trader correctly observed; “and we
should keep in mind that a trigger is not a cause.” Note to the
SEC & CFTC: Second-quarter trading volumes were down
25% vs. last year…and investors of every stripe have been
dumping equities like crazy post flash-crash. Also: see the
FINRA story above, and see the Sept 2 New York Times
article reporting that on Feb 18th 89.7 billion of the 1.24 billion shares that were “traded” on NASDAQ were actually
cancelled because, likely, they were faked, as a way to fool
the crowd…a practice widely known as “quote stuffing.”
IN THE COURTHOUSE: Hewlett Packard settled its lawsuit against Oracle and HP’s old CEO Mark Hurd – after
ousting Hurd, handing him a fat severance package with
few or no strings attached, telling the press a story that
just would not add up, or go away, then suing him after
Oracle hired him on, after loud jibes about the HP board’s
ineptitude from Oracle’s CEO – and from IBM’s too – and
near-universal doubts about HP’s ability to enforce a noncompete...then, taking back about half the bye-bye comp
they’d initially awarded (a mere bag’a shells, as they say)
as the “settlement” …all in the space of two short weeks.
Worst Board in America, we’d have to say…and we sure
HOPE there’s none worse still lurking out there. n

THOUGHT FOR THE MONTH:
from the Oracle of Omaha
“Risk comes from not knowing what you’re doing.”
– Warren Buffett

WATCHING THE WEB:
The Subcommittee on Proxy Reform of the Securities Transfer Association has launched a website encouraging individuals and public companies to comment on the SEC concept release on proxy plumbing: Go to www.reformtheproxysystem.com for an amusing cartoon and somewhat ‘over the top’ comments on the current state of affairs, like “Stop the
Madness...Influence the Vote”
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