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“Staying Connected”
Dear readers; 

A warm welcome to you, as you
open our annual Special
Supplement to the Shareholder
Service OPTIMIZER. We hope you
will spend some “quality time” with
it, and we think you will be very
well rewarded if you do.

We decided on this year’s theme -
“Staying Connected” - in mid-year –
mainly thinking to build on our ear-
lier themes, like “Checking Your
Toolkit”…“Chucking Your
Toolkit”… “Getting Re-wired”
(where there’s a little reminder of
that theme enshrined in this year’s
cover, on the desktop of our once
overburdened IRO). . and last year’s,
“Pulling It All Together”…which is
everybody’s dream goal these days.
Wouldn’t it be bliss if we could
have it all perfectly “pulled togeth-
er” at work…and at home?

But as we talked to our colleagues,
and to the many thought-leaders,
service providers and authors who
appear in this issue, it seemed clear-
er every day that “Staying
Connected” with all of one’s key
constituencies is not just a nice
idea, or a nice goal to aspire too
with the holidays coming up, but an
absolute, business-critical impera-
tive these days.

If there is one trend that has stood
out more than any other this year,
it is the need for officers and
directors of public companies to
do a better job of “staying con-
nected” with their investors: 

For one thing, investors have been
demanding it. On the regulatory

and legislative fronts, the Congress
and the SEC are looking to legislate
it, with things like Say-On-Pay,
Direct Investor Access to the
Corporate Proxy Machinery and the
mandated separation of the
Chairman and CEO positions. And
now, thanks to majority voting for
directors, activist investors have a
lethal weapon with which to pub-
licly punish companies – and their
directors who seem to them to be
“out of step and out of touch” - and
maybe to oust  some of your direc-
tors altogether.

On a much more positive note,
more and more smart companies
have been discovering that reach-
ing out to investors, and engaging
them, and “staying connected”
with them is a very rewarding
thing to do all around: 

The more we watch and listen, the
more convinced we’ve become that
such a process can do a complete
“end around” those governance-
raters and proxy advisory firms:
How can investors possibly vote
against you on the strength of such
recommendations if you’ve made
contact with them directly, listened
respectfully, and attentively,
responded constructively and kept
the lines of communication open
with respect to the issues they raise
with you?

Another rapidly emerging trend
we’ve been noting is a desire on
the part of corporate Directors to
be “connected” -  as quickly as pos-
sible - to potentially significant
developments at companies whose

Boards they serve on – and to
“breaking news” in the press –
and to analyst and investor 
“sentiment” – and to investors
themselves:

You will find a great deal of very
sage advice on both these subjects
in this issue – including some very
practical, real-world advice on what
to do if investors come knocking
on the door – whether with
“issues” or with a shareholder pro-
posal – or, heaven forbid, with a
short-slate of director candidates or
a “just-vote-no campaign”.

Another very important theme
that runs through this issue, and
actually a rather scary one, is the
extent to which technology –
which really should be enabling
and improving our ability to “stay
connected” with key constituencies
– and to significantly lower the
costs of doing so in the bargain –
has turned into a “turnoff”; an
“automatic disconnect” where
many investors are concerned:

Sometimes, of course, it is the tech-
nology that’s at fault. But more

Continued on page 9
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often than not, we find that the real
issue is with the implementation,
And sometimes, problems are due
to the failure to simply monitor
what’s in place. In any event, you
will find LOTS of ideas in this issue
on how to stay “really connected” to
your important audiences - with
techniques and technologies and
suppliers that will allow you and
your investors to have the best of
modern technology - and the best
of old-fashioned service.

There is a third “staying connected
theme” that comes across very
clearly in this issue, I think, and
that is the critically important and
totally intertwined issue of “stay-
ing properly connected” to your
key suppliers.

We live and work in what seems to
be an increasingly complex world.
Ironically, it seems to be technology
that has given birth to a lot of this
complexity. When we published our
very first Special Supplement, 13
years ago, the idea of “Staying
Connected - 24/7” – a concept that
was just them emerging – seemed
like a very desirable, even a utopian
sort of goal. 

Today, I think that most of us would
like to be able to “disconnect” from
the 24/7 workplace – at least once
in a while.  And if you think about
the things that really drive you
crazy on the average day, and that
waste untold hours of your pre-
cious time, I’ll bet that very high on
your list will be technologies that
are balky, or don’t work at all…and
“service reps” that are balky, or who
don’t seem to know their
jobs…and people in general who
don’t seem “connected” or able to
“connect the dots” to solve the
problem at hand.  

But there’s no going back: Clearly,
we can no longer “do it all our-
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selves”. So we all need to find
expert suppliers – who know what
to do, and how to do it quickly, and
cost-effectively, and accurately, of
course – and ideally, to be several
steps ahead of us in their field of
expertise. Life gets a lot easier
when we have suppliers who are
“on the same wavelength” – and
with whom we enjoy being con-
nected – and who make us feel
safer and saner for being connected
to them. The tighter we can “stay
connected” to suppliers like this,
the better off we’ll be. There are
plenty of high-quality suppliers
looking to “connect” with you
through this magazine, so please
spend a bit of your “quality time” to
size them up.

There is a fourth “staying connect-
ed theme” in this issue that I also
hope will draw your attention,
and that is the HUGE benefit that
you – and your companies will
derive – from staying tightly con-
nected to our important industry
trade associations: 

At a time of unprecedented legisla-
tive and regulatory activity it really
is critical to “stay connected” to
them…and to participate in their
advocacy efforts if you can.  And in
these tough economic times, I can
assure you that you will earn your
membership fees back many times
over – every time you use the
Society’s huge treasure-trove of
information, or the SSA’s tutorials, or
contact a fellow member of either
organization for information that
you will find nowhere else.

Glance back at our cover, if you
would. Wouldn’t YOU want to
have it all “pulled together” so
neatly for you? And wouldn’t YOU
want to have so much of the infor-
mation you need literally at your
fingertips…so you can always
“stay connected”?  

This is our wish for each of you as
we come to the close of an incredi-
bly challenging year, and look for-
ward with hope – which does
indeed ‘spring eternal’ – to a better,
brighter, more prosperous and
more peaceful New Year. 

Sincerely,

Carl Hagberg, Editor in chief  
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We ask some of the smartest and most interesting people we
know, “What’s at the top of your mind as you look toward 2010?
What do you plan to focus on most intently, and what advice,
if any, do you have for readers?

Howard Christensen, CPA, Chairman,
Capital Markets Board and the Founder
and Managing Director, Directors
Intelligence Resources: 

“As we look toward 2010, all the elements for
a perfect storm in board, management and
investor relationships seem to be in place.
Overzealous politicians - fueled by daily
media attention to corporate governance
issues – and further fueled by the economy -
are creating an atmosphere that’s full of tur-
bulence and instability.  Investors are
demanding more director accountability.

They want direct access to directors and to the director election machin-
ery itself. 

Board directors want and need help:  They recognize their vulnerability.
They don’t want to be featured in front page newspaper articles, or end
up with a lot of negative votes at the next shareholder meeting. But there
is very limited dialogue in most companies, if any, between investors and
board directors. And generally, there is not an effective process in place for
such engagement. 

My advice? Management and boards must work in concert to take charge
of the restoration and rebuilding of corporate credibility.  They must know
and understand how their actions are perceived. They need to initiate pos-
itive actions to cause engagement and a meaningful and ongoing two-
way dialogue with investors and other important constituents.
Management - and boards - must ask the right questions, listen to the
answers… and respond.  They must connect and “Stay Connected”: DOING
NOTHING IS NOT AN OPTION.”  

Amy Goodman, a partner in Gibson,
Dunn & Crutcher's Washington, D.C.
office, is co-chair of the firm's Securities
Regulation and Corporate Governance prac-
tice group and a member of the firm's
Executive Compensation and Corporate
Transactions groups. She has held a variety
of senior level positions with the SEC and
has authored of numerous publications. 

“Companies, their boards and manage-
ment need to be sensitive to the changing
role of shareholders.  Whether they like it or
not, shareholders’ power has increased in
recent years, and is likely to do so expo-
nentially over the next several years if
some proposals, such as say on pay and
proxy access, are adopted/enacted.  

   As a result, companies need to engage in
greater shareholder engagement,  which  
should involve not only institutional share-
holders, but also, for companies with sig-
nificant retail shareholder bases, retail
shareholders as well. New technologies not
only make this feasible, but are essential as
shareholder activists already are reaching
out to retail shareholders through innova-
tive websites.  The recently announced SEC
review of the proxy "plumbing" systems
will hopefully produce changes in the sys-
tem that will make shareholder communi-
cations easier and less expensive. Directors
also need to be involved, both overseeing
companies' shareholder communication
efforts, and directly meeting with share-
holders in appropriate circumstances.”

Margaret (Peggy) Foran, Chief
Governance Officer and Secretary,
Prudential Financial,  who, as usual,
takes her own advice by communicat-
ing crisply and effectively, herself: 

“2010 is perhaps ‘the year of
communication and engagement.’  We
have to find better, crisper and more
effective ways of communicating with
our share owners and engaging with
them. This goes for both the Company
and the Board.”





© November, 2009 „Staying Connected‰ PAGE 13

Rich Ferlauto, currently Director, Corporate Governance and Public Pension Programs
at the American Federation of State, County and Municipal Employees, and a former
Managing Director at Institutional Shareholder Services, who will join the SEC’s Office
of Investor Education and Advocacy in January:

“With the strong likelihood of Direct Access and universal Say-On-Pay in 2010 we
are moving from a period of struggle for investor rights to an era of implementa-
tion. We need to give investors better tools to evaluate performance and improve
boards – and to determine whether directors are appropriately creating pay pack-
ages and risk management systems. 

Another major goal for 2010 is to help expand the voice of investors at the SEC, and
to be sure that their input is integrated into the rulemaking process.” 

Kathleen Salmas, Corporate
Secretary and Governance Officer at
Northrop Grumman, and Chair of the
Society’s upcoming Essentials Program: 

“In January we will have a new
Independent Chairman. He comes most
recently from the entertainment indus-
try – but he has a banking-industry
background as well – and has been a
strong individual director too.  As
Independent Chairman he will be
replacing the former lead-director – a
former four-star general. Plus, we have
a new CFO.

So 2010 will be a major learning expe-
rience for all of us…with many new
styles and ideas – lots of discussion
and decisions, I expect, as to who will
do what, many fresh approaches and
some challenging information-transfer
needs. The Corporate Secretary and
Governance Officer positions have
always been interesting…there’s never
a dull moment really. But the pace of
change – and the degree of involve-
ment a Corporate Secretary and
Governance Officer has in facilitating
change, and assuring smooth transi-
tions, has never been greater in my
experience. My advice? Stay cool and
calm, and do your best to enjoy it!” 

Craig Mallick, Corporate Secretary and
Assistant General Counsel of United States
Steel Corporation: 

“My primary worry is if the SEC adopts and
Congress enacts all the things that are currently
on the table – like Say-On-Pay, Proxy Access, man-
dated separation of the Chairman and CEO posi-
tions – I don’t expect the governance activists to
fold their tents. This will just ratchet up their
activities I think. 

We need to ask, ‘What’s going to be next?’ and
‘What should we be doing to get ready?’ If I had
only one piece of advice to offer readers, it would
be to join the Society if you are not already a
member – and if you are, to ratchet up your own
attention to and participation in Society initia-
tives, activities, educational programs and advo-
cacy efforts.” 

Dannette Smith, Secretary to the Board
and Deputy General Counsel,
United Health Group:

“Staying connected with our shareholders is more impor-
tant than ever for 2010.  It appears certain that we will
see significant and wide-ranging changes to corporate
governance regulations over the course of the year ahead.
Currently, we are actively planning for our 2010 annual
shareholders’ meeting and related disclosures in our
proxy statement.  We are making changes to respond to
the pending SEC disclosure rule proposal, which everyone
believes will be effective for the 2010 season.  We are also
making changes to our 2010 proxy statement disclosure
as a result of feedback we solicited from shareholders.  

During the fall, we met with a number of our sharehold-
ers, either in person or over the phone, as well as certain proxy advisory firms.  In those
meetings, we discussed the clarity of disclosure in our 2009 proxy statement and emerging
and best corporate governance practices.   These conversations were summarized and the
broad themes were discussed with our board at its most recent meeting.  This information
helps the board to determine focus areas for 2010.   One significant “pointer” we picked up
from these shareholder meetings: It is important that your proxy statement disclose the
absence of certain practices.  For example, not all of our shareholders were aware that we
do not have any 280G change-in-control gross-up payments and we do not pay dividend
equivalents on unvested RSUs.   

One of our “top issues” for 2010 is disclosure changes regarding the board’s oversight of
risk.  Our board participated in a director education session to help directors understand
best practices with respect to risk oversight.  We are now in the process of conducting a for-
mal risk assessment of the design of all of our enterprise-wide sales incentive plans.  This is
being done by a cross-functional team, of internal audit, human capital, legal and finance
personnel.  They are reviewing both qualitative and quantitative risks.  We will report the
results of the risk assessment to our compensation and human resources committee at
their meeting in the first quarter of 2010. 
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“A Postcard from
post-recession
America”

Just as we did last year, we again sat down with
Eric van Aalst and Kevin Penzien of Citco
Corporate Services Inc. (part of The Citco Group of
Companies, see box on the next page) to check on
the way their clients have managed their overseas
subsidiaries during the past recession and what
trends and best practices they have observed.   

Continued on page 16

Q: Each of you spent a lot of time on
the road to visit a large number of US
public companies. What trends have
you seen during the past year? 

The past recession has been very chal-
lenging for Corporate America, and with
hiring and budget freezes in place, man-
aging the many responsibilities of a
Corporate Secretary’s and/or General
Counsel’s office has been a real juggling
act. In terms of trends, we have
observed two common goals at multina-
tional companies; to keep a lid on glob-
al legal spending and to re-tool existing
business models to generate efficiencies
and cost savings.        

Q: Understood; so what benefits can
Citco offer multinational corporations?

Basically, we can provide them with
one point of contact for many corpo-
rate secretarial services for which they
may typically have engaged outside
counsel. The fact that we offer these
clients a global relationship manage-
ment team –which they can address for
all matters relating to their foreign sub-

sidiaries - coupled with the fact that we
charge on a fixed fee basis at rates that
are significantly less than those of over-
seas law firms, offers very compelling
benefits to our clients. Since we have
been providing corporate services to
multinational companies for close to
70 years, Citco has a long-proven track
record of helping our clients generate
operational efficiencies and cost
savings.

Q: The outlook at the end of 2008 was
pretty bleak. What has helped Citco to
preserve its client base, and its own
bottom line during the past year ?

The fact of the matter is that in any
economic environment, deals still get
done and multinational companies con-
tinue to expand and invest. Recently, 
M&A activity has picked up markedly,
but even during the dark days in early
2009 there was a lot of transactional
activity as corporations acquired or
divested businesses. Note that we also
do a significant amount of work for
multinational private corporations,
whose activities many times don’t regis-

ter on the public radar. During times of
changes, we can add value by assisting
our clients with valuable support serv-
ices. For instance, post-acquisition we
can perform a corporate health check
on entities that they have picked up to
determine whether these subsidiaries
are in good standing under the laws of
their home jurisdiction or – often times
– help restore files by retrieving critical
corporate documents from overseas
public records. For entities that have
become obsolete we can offer liquida-
tion services. Another example would
be a global name change project,
whereby we ensure that the names of
global subsidiaries conform to the
name of the acquiring corporation. 

As a broader development, we have
observed an increasing interest on the
part of US multinational public compa-
nies to identify and manage risk associ-
ated with their overseas subsidiaries.                 

Q: Risk management is a major topic
these days. How can Citco assist with
this?

Eric van Aalst of Citco’s New York office and Kevin Penzien,
who recently located to Citco’s San Francisco office, “man-the-booth”

at the Society of Corporate Secretaries and
Governance Professionals Annual Conference
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Risk management has been a priority
for boards and executives ever since
Sarbanes-Oxley was introduced, but it
has taken on a whole new meaning in
the past 18 months. 

In all the business divisions of Citco, we
have observed a renewed interest in
risk management. Whether it concerns
transparent reporting and asset verifica-
tion of alternative investment class
assets for institutional investors – Citco
Fund Services is the leading administra-
tor of international hedge funds, with a
client portfolio of more than US$ 550
billion – or global subsidiary manage-
ment for multinational corporations,
our clients rely on our systems to
adhere to “best practices” in terms of
risk mitigation. During a corporate
health check, we often times pick up
administrative deficiencies - officers
that have left the company, but were
never removed from overseas boards,
liquidations that were never finalized,
annual returns that were not filed on a
timely basis, etc. - that we can remedy
to ensure continuous “good standing” of
overseas entity portfolios of our clients.
Boards have a critical interest in these
projects, as they do in other matters
that ensure regulatory compliance.           

Q: So how big is the international foot-
print of Citco?

We continue to add offices to our glob-
al network of self-run operations to
accommodate the needs of our Fortune
500 clients. Since we last spoke, we
have set up new operations in Mexico
and Chile. Our modus operandi is to
offer multinational companies a “single
point of contact” through our global
client desk, which then interfaces with
our own offices around the world, as
well as with an established network of
agents (in countries where we do not
yet have an office presence)  to execute
the requested service. At the end of the

day, Citco will monitor all work and
ensure quality of service. This model is
very similar to that of international law
firms who subcontract with overseas
agents and local counsel where neces-
sary. The main benefit that we offer our
public company clients – other than
the single point of contract – is the cost
savings, since we have a fixed-fee
pricing model and significantly lower
fees for foreign corporate secretarial
services.          

If you consider the jurisdictions that we
cover, it is a real alphabet soup of
nations and in recent weeks we have
worked on projects in countries as
diverse as Australia, Brazil, The Cayman
Islands, Chile, Colombia, Finland, Ghana,
Hong Kong, India, Ireland, The
Netherlands, Norway, Singapore and
South Africa to assist our clients. We
offer seamless execution across a verita-
ble United Nations footprint between
our self-run offices and network of
agents. 

Q: So who do clients call to connect
with Citco?

Just like in any other type of modern
business, most client interaction takes
place via e-mail. Between our US offices
and our global client desk, clients have
24/7 support for their global corporate
secretarial needs. As our clients will
confirm, the responsiveness of Citco is
unsurpassed (we will happily provide
client references upon request). This is
a result of the long tenure of our staff
as well as the time that we have invest-
ed to train them. Remember, Citco has
been providing international corporate
services for close to 70 years and is still
owned by its founding family. We take a
long term view and the quality of our
staff is a reflection of the vision and val-
ues of our organization. 

In addition to a visit to our website,
(www.citcotrust.com) where all our
international offices are listed, US based
corporations can best contact one of
us. Our e-mail addresses are: 

evanaalst@citco.com (Eric van Aalst,
New York City) and
kpenzien@citco.com (Kevin Penzien,
San Francisco). 

Citco’s history and scope of global services

The Citco Group of Companies (“Citco”) began at the outbreak of
World War II, when Dutch multinational companies were under
threat of having their corporate headquarters under enemy control
and assets subject to seizure. Our founder Mr. A.A.G. Smeets - then
a lawyer and civil law notary in Curacao in the Netherlands Antilles
- provided urgent assistance to these firms by relocating their cor-
porate headquarters to the Netherlands Antilles in order to protect
their assets.

For close to 70 years, Citco has been assisting multinational corpo-
rations with a range of corporate, accounting and reporting servic-
es to manage their international subsidiaries. Dedicated staff mem-
bers around the world support multinational businesses with a
broad range of corporate services. Citco’s independence, decades
of experience, global reach, and Fortune 500 client list speaks to
our quality service and reputation in our industry.
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An Interview with Ed Durkin, Director, Corporate Affairs
Department, United Brotherhood of Carpenters

Continued on page 20 

Q: We know you have not been a fan of
Say-On-Pay, so we assume you feel very
good about Microsoft’s triennial say-on-
pay plan, and Prudential’s two-year
plan. Are there more such actions in
the wings, and do you think there’s still
a chance to influence the legislative
process here?

Durkin: There are a few more triennial
or biennial say-on-pay programs in the
wings, I think, but many companies
have a concern about being seen as
undermining Say-On-Pay at a time when
federal legislation seems so certain. But
we are not giving up on making Say-On-
Pay a triennial event, and we have been
having a good give and take on the Hill.

Q: What exactly have you been
doing…and have you had any help
from the corporate community?

Durkin: Without being too specific, yes,
we have been joined by a fair number
of corporate representatives who have
been willing to voice support for a tri-
ennial process.  And I think that most of
the Senate staff actually gets it. But
there is a sense of inevitability here, and
a feeling that it’s a political imperative
to pass a bill for annual Say-On-Pay.

Q: Just to remind readers, what are your
objections to annual says on pay?

Durkin: Basically three things; First,
there is no way that we could possibly
make a meaningful evaluation of the
3600 pay plans we’d have to deal with
annually. Second, we do not want to see
anyone developing or using the kind of
“check the box” voting advisory pro-
grams that will inevitably spring up.
And last, we see annual Says-On-Pay to
be an ‘easy out’ for voters, on what
should be very important and very
   difficult issues to wrestle with.

Q: How do you go about evaluating
executive pay plans now? 

Durkin: When we engage a company,
we use our 39-point evaluation plan, and
we focus on “Pay for Superior
Performance”. One of the key things we
look at is ‘How does this plan reinforce,
and drive, and incentivize the compa-
ny’s long-term strategic plan?’ We want
the plan to be very specific, and very
distinctive to that company. Yes, we
don’t like gross-ups, but they don’t nec-
essarily mean it’s a bad plan. And yes, we
may have some concerns about the
social justice aspects. But if you have

aggressive performance targets, that’s
very important to us. We look especially
for overall ‘reasonableness’.

Q: What kinds of thing are likely to trig-
ger a more intensive review on your
part?

Durkin: Last year we did a very inten-
sive study of 125 companies in 11
industry peer-groups, where we looked
within and across each group.
Sometimes good performers had prob-
lematic plans, but mostly we focus on
the bad performers. We want to see a
majority of the incentive pay to be per-
formance-vested vs. time-vested. Here,
there’s been a nice trend with options
and restricted shares. We look hard at
post-employment benefits, mainly look-
ing for overall reasonableness. We want
to see rigorousness in terms of the link-
ages of pay to performance and we will
challenge when incentive pay and peer
performance seem to be out of line.

Q: Do you watch the newspapers and
react?

Durkin: We’re not ambulance chasers,
where we’ll see something and immedi-

“Proxy Access? A lot of very
smart people talking about
a very stupid issue.”
“God forbid that anyone thinks that
Say-On-Pay and Proxy Access provide all the
answers we need and all the tools we need to
have good corporate governance!”
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ately target them or enter a shareholder
proposal, but we will pick up the phone
if something looks out of line.

Q: There was an interesting article in
the Wall Street Journal this week, saying
that we could and should do away with
bonuses altogether. What do you think
of that idea?

Durkin: We’re Carpenters, so when we
think of bonuses we tend to think of a
turkey, or something like that. There is a
big disconnect between big bonuses
and average people. Do I think there
would really be a big difference in per-
formance if salary was, say 80% of total
pay and incentives or bonuses were, say,
10% short-term and 10% long-term?
No, I don’t.

Q: We know that you are not a fan of
proxy access. Can you summarize why?

Durkin: If we look at the long historical
context, most activists have been pro-
ceeding under the belief that an active
market for corporate control is the best
way to keep boards and managements
on their toes. So, eliminate pills, and
staggered boards, and now, make it easi-
er to oust directors and insert new
ones.  

We don’t buy into this theory.  We don’t
think this hasn’t helped to produce bet-
ter corporate governance. We think it
leads to short-termism. We see proxy
access as a not so distant cousin of the
takeover market; as a way to have very
low cost engagement - that can and will
be used as a wedge here.
We believe that majority voting for
directors is the real answer, and the
strongest way to hold directors account-
able. We also believe that if investors are
serious about wanting to win board
seats, they will mount their own cam-
paigns using their own materials. So to
me, proxy access boils down to a lot of
very smart people talking about a very
stupid issue.

Q: What are your big issues for 2010?

Durkin: We do not plan to have any
compensation proposals in 2010. Our
big push will be for majority voting,
where we are working on 70 or so pro-
posals. The market has really spoken:
85% of the S&P 500 companies are
already here. Smart boards get it.

Q: That said, what percentage of your
proposals do you expect will be settled
ahead of time?

Durkin: Over the past two or three
years, we’ve been averaging 66%. 
We think that this year, 75% of the
companies we engage with will adopt
majority voting voluntarily.

Q: Let’s talk about companies reaching
out to you. Do you see more companies
doing this these days?

Durkin: Yes. Initially, we did a lot of
reaching out, in a very non-adversarial
fashion, to those 125 companies in our
study, for example. Now, we get visits
from companies once or twice a week –
like Best Buy and Staples last week –
just to talk about broad issues, and to
ask what may be on our minds.

One of my biggest frustrations is that
very often some of our largest holdings
don’t see us as being the big investors
we actually are. We have a quarter-bil-
lion-dollar investment in Goldman Sachs,
for example, but our ownership is
masked, because our shares are held
with a variety of institutions where we,
as the beneficial owners, are invisible to
them. We are probably JP Morgan’s 15th
largest investor, but our ownership does
not show up on their screens. When we
go to see a company we always bring a
print out of our holdings, and where
they are held, so they can see where we
really rank.

Q: Do you have a short-list of things
NOT to do if you are a company seeking
to engage constructively with you?

Durkin: The number-one thing NOT to
say is, ‘You do not understand’…Or, just
as bad, to come with the attitude that
‘We’re here to tell YOU’. 

Q: Do you see more director involve-
ment in these meetings?

Durkin: We see directors come along
occasionally – most often if there are
compensation issues. We don’t push for
it. In general, we are very satisfied with
the level of engagement.

Most companies resource the meetings
very well, with the Corporate Secretary,
or sometimes the General Counsel,
and maybe the HR person, or the
comp-consultant.  

Q: Rich Ferlauto told us yesterday that
he thought that with say-on-pay and
proxy access virtual sure things, all the
major corporate governance goals have
been accomplished. What say you to
this?

Durkin: Triennial say-on-pay would give
us one-half of a good tool to monitor
corporate governance.

God forbid that anyone thinks that Say-
On-Pay and Proxy Access provide all 
the answers we need and all the tools
we need to have good corporate
governance! 

We do think, however, that with majori-
ty voting for directors, no other gover-
nance change would be required.   

###
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Continued on page 22

An interview with Bruce Goldfarb, (left) President
& CEO and Patrick McHugh, Senior Managing
Director of Okapi Partners

The Optimizer: For starters, please give
us a little background about Okapi
Partners.

Goldfarb: Okapi Partners is a “strategic
proxy solicitation and investor response
firm” that Pat and I founded in early
2008. We recognized that clients want-
ed, and really needed to get senior level
attention, particularly from people with
relevant experience where communi-
cating with investors, and getting them
to take action  is concerned.  And, more
than anything, they needed to develop
very specific winning strategies. 

I, for example, brought a lot of experi-
ence as a lawyer who had specialized in
M&A and investment management
activities, and as a former chairman of
the Proxy Review Committee at a major
institutional investment firm, followed
by several years as a senior managing
director at another proxy solicitation
firm. This background allowed me to
develop a great deal of insight into the

way traditional institutional investors
decide on how to vote.   It also provid-
ed significant exposure to the ways that
good advisors (on the Legal, PR and
proxy fronts) help corporate clients. 

Pat brought a great deal of practical,
hands-on experience – both with the
“mechanics” of proxy solicitation and in
terms of strategy development and exe-
cution. He worked extensively with the
retail and broker side, and with U.S. and
non-U.S. institutions, and with less-tradi-
tional activist investors as well.

Steve Balet came to us from the London
office of another major firm, where he
worked with U.S. based and non-U.S.
companies, both on domestic proxy
matters and on numerous cross-border
transactions.   Steve also provided us
with great practical experience in proxy
fight strategy and tactics for companies
and activists.  He also focuses intensively
on executive compensation matters.
Laura Bissell, who heads our Mutual

Funds Group, has very special expertise
and insight into the way mutual fund
investors make their voting decisions,
and an extensive network of contacts
there.   She also has great skill on the
operational side of our business, partly
developed by working with banks and
brokers on behalf of SunGard and part-
ly through her work in the solicitation
business. 

The Optimizer: Are we right that 2010
seems to be shaping up to be a particu-
larly big year for shareholder activism?

Goldfarb: We have been extremely busy
– both with corporate clients and with
activists – who are trying to evaluate
the landscape for the 2010 annual
meeting season.  And yes, activists are
looking at specific situations, and trying
to gauge the likelihood of success in a
proxy fight. But, given today’s economic
environment, some companies are ask-

Some special advice for CFOs – and for small and mid-cap
companies – on “engaging” investors, and on the rules of
engagement…and on the important dos and don’ts when
it comes to being prepared for a potentially unfriendly
approach by one or
more investors…
“There is no doubt that having a
dialogue is of huge value to any
party in the proxy solicitation
process”

“The side that stymies engagement
always loses support”
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ing about potentially waging and win-
ning a proxy fight – and others are con-
cerned about their own potential for
being singled out as targets.  A fair num-
ber of clients have already received noti-
fications of potentially unwanted
actions under their advance notice
bylaws.  One of the top questions that
activists are asking – and, we think, com-
panies would be wise to ask this same
question too, if they want to have a
strong defense – is whether they have a
message that will really resonate with
voters.

McHugh: There has also been a ‘stirring
of the waters’ on the M&A front.
Investors are also looking closely at
absolute and relative performance and
asking how much is due to management
and board action – or inaction – rather
than to overall economic conditions.
There will continue to be situations
where activists will seek and win board
seats this year.

The Optimizer: What about hedge funds
and private equity investors, who seem
to have taken some heavy hits of late?

Goldfarb: In many ways, the overall eco-
nomic environment is actually more
favorable for them. We see a lot more
evaluation of potential transactions
going on, with a real willingness to
seriously kick the tires on deal-doing.
Do not count them out: we predict
more deals on the horizon. 

McHugh: We also think there will be
more IPOs coming out of private equity
companies as part of their exit strate-
gies. Here, true newcomers, who haven’t
had to confront the many issues that
come with being a public company, will
spring up.  From this group, we will see
many new clients who are looking to
prepare themselves for their next phase.

The Optimizer: Let’s talk a little about
Director-elections in 2010. Are directors
concerned? Do you see directors them-
selves driving change in the investor

communications process and wanting to
become more involved?

Goldfarb: Most directors recognize that
driving change and overseeing the
investor communications process is part
of their role.  And, since Sarbanes-Oxley,
their interest in these matters has been
heightened.  As we go into 2010 the
director election process has become a
much more significant concern to them
than ever before – and something of a
scary prospect. How will their perform-
ance be perceived given the increasing
scrutiny by activists and the increasing
influence of voting advisory firms? Many
directors have become well aware that
it is increasingly “OK” for institutional
investors to withhold votes from individ-
ual directors, and maybe even a signal of
‘good governance’ on their part to do
so.  Many directors have also become
aware that the effects of any potential
‘vote-no’ or ‘withhold’ campaigns that
may materialize will be compounded by
the loss of the broker vote. 

The Optimizer: What, exactly, does
Okapi bring to the table here?

Goldfarb: Simply put, we run election
campaigns for corporate clients. Where
director elections are concerned, we
provide evaluations of the candidates,
and their experience, and on the impact
this background will have on the cam-
paign. Like a political pollster, we ana-
lyze the voter base - in this case, the
shareholders - and provide projections
of success. For activist clients who need
to have competitive slates, we do similar
evaluations.  Unlike years past, there is
no shortage of highly qualified short-
slate candidates these days. In this
atmosphere, there’s no fear that one
would earn a ‘black mark’ by being a
nominee on an activist slate.

McHugh: We also help clients to weigh
the positives of each dissident against
the negatives of incumbents, and vice-
versa.  Activists have learned that they
need to have a specific target on the

management slate for each director they
would want to replace with a candidate
of their own.  Another very strategic ele-
ment we help with, which is a very
important part of the process, is engage-
ment -- that is, knowing exactly when to
have a dialogue and with whom, in
order to influence the outcomes -
including the right institutions, proxy
advisory firms and other large share-
holders. 

Goldfarb: We can’t stress this last point
enough: The side that stymies engage-
ment always loses support. We need to
remember that past events and, current-
ly,  the press and the political process
have fostered a climate of complete dis-
trust; of management and boards by
investors and of investors by other kinds
of investors, and this lack of trust often
skews the dialogue. 

We are very concerned about messaging
– and we help our clients work through
it – along with their legal advisors, their
PR firms, their IROs – to be sure their
message resonates from the start. The
right message translates to votes. Also,
we must always make sure that the
desire to take action actually occurs:
That’s where an intensive, hands-on
involvement in back-office processing
becomes so important to get votes.   

The Optimizer: We’d especially like to
have your thoughts on actively reaching
out to investors before there is an
issue. It strikes us that such a campaign
can potentially do an end-around
where those paid proxy-advisors
are concerned.

Goldfarb: A very high priority for insti-
tutional investors is to know that man-
agement has a robust dialogue with the
board about the business plan, and that
there is a strong focus on strategy, and
on the long term. Thus, it strikes me as
very important – and a very prescient
use of time – for company management

Continued on page 23
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to solicit ideas, perceptions and opin-
ions from its largest holders and to
make dialogue part of the process, and
to do it before investors themselves
raise “issues”.

The Optimizer: What advice would you
give to a company that is concerned
about being ahead of the curve here?
And especially to small and mid-cap
companies that have limited resources
to devote to such campaigns, and
which, partially as a result, seem often
to be taken by surprise by activists.

Goldfarb: My first thoughts are for CFOs
– who often become the “accidental
IRO” in such situations, and who often
need guidance in this ancillary role.
Unlike what CFOs are used to dealing
with, the process is not always logical.
For someone who’s majored in business
or finance or accounting, it’s totally
counterintuitive when quantitative per-
formance measures have little or no
influence on shareholder proponents.
And frankly, while some activists are giv-
ing a bit more credit to performance
measures in deciding how to vote, they
don’t really correlate easily with individ-
ual director performance.

Most important, I’d say, is to know what
kinds of investors you have – and to
communicate with them in advance to
the fullest extent you can - and ideally,
before any issues arise.  As part of
‘knowing your investors’ you need to
track market sentiment and current
investor hot-buttons and behaviors,
since these will frame the issues if any
issues arise. Sorry to say it, but getting
management’s objectives achieved will
depend partly on the work that was
done in 2009.  If little headway was
made in terms of ‘knowing investors’ it
will be that much harder, and will
require a lot more effort if something
comes up on short notice in 2010.

McHugh: The loss of the broker vote
will have a big influence, as noted earli-
er, if ‘issues’ do arise. We are concerned

that some investors - notably the
“NOBOs” – will be over-contacted, and
overwhelmed by the extra attention in
2010, and maybe turned-off by it.  A
review of the NOBO/OBO rules is real-
ly overdue. Companies also need to be
aware of the potential power of the
Internet, and of things like video-mes-
saging, text messaging and ‘tweeting’ –
and that activists will be making
increasing use of such avenues.

Goldfarb: We expect that there will be
a lot of purely opportunistic efforts,
including fights for control in 2010, and
that it will be a very productive year
for activists. Thus, it’s important to have
the right relationships in place – with
investors and with your advisors.
Companies should really be in a high
state of readiness. Some should ask, “Are
we a target?” even while other compa-
nies may be saying, “I think we’ve
found a target.” 

Some more practical advice: Pick the
right advisors, of course. Develop a rela-
tionship with them. Earn trust, on all
sides. The ability of advisors to help you
is greatly enhanced when there is a real
relationship. If your staff is small, it’s
even more important to have good
advisors. Make the most of what you do
have: Can’t call your top-fifty investors?
Call the top five…or the top ten. 

The Optimizer: Any advice on WHO
should be doing the investor out-
reach?...And about the potential
involvement of Directors in the effort?

Goldfarb: If you do  ‘know’ your
investors, you’ll probably know who
can best place the first call. We like the
idea of forming “little teams” of two or
three executives. This will help you fig-
ure out who will maintain the best dia-
logue going forward. We especially like
to go as a team ourselves when we
help clients: Different skills and skill-
sets build better and deeper levels of
rapport, and lead to better ideas and
better strategies.

McHugh: Most clients, and sometimes
their law firms too, have never been
involved in a proxy contest. But some-
times this is a good thing. People who
are newcomers to this crazy environ-
ment can often enhance the value of a
campaign by bringing a totally fresh per-
spective.

Goldfarb: As to Directors, many of them
do want to be involved, and they can
add a lot of value. But make sure they
DO want to do it, and recognize that the
biggest bang comes from having these
leaders involved early in the process.
You don’t ever want to be in the
position of appearing to “escalate”
the dialogue.

The Optimizer:  Any other important
“DON’Ts” we should know about?

Goldfarb: Never ignore a phone call
from an investor. Never develop a
“stonewall mentality” or let your man-
agement, or your advisors, foster a
“siege-mentality” if you truly want to
head the activists off at the pass.  And
this, above all, is the “name of the
game”.

###

780 Third Avenue
30th Floor
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Q: In the interest of full disclosure, it
should probably be noted up front that
the interviewer  has    worked along side
you - as the Inspector of Election in
roughly a dozen proxy fights over the
last few years. Can you give us a quick
bit of background about yourself and
your firm?

Regan: I started in the proxy solicitation
business in 1982, with Morrow & Co.,
where I was involved in two of the
biggest proxy fights of all times: the
Sam Heyman-GAF and Icahn-Texaco
fights. I started my own firm in 1988, so
I have over 25 years in the business, 22
of them with my own firm.

Q: What are some of the common threads
you see in the typical proxy fight?

Regan: This is an especially timely ques-
tion to ask, for several reasons: First, the
vast majority of the proxy fights that
occur each year occur at small to mid-
sized companies that are mostly located
in smallish to mid-sized communities.
Second, as you well know, the
number of “Community-Oriented Proxy
Fights”, as I’ve come to call them, has
been going up steadily, each and every
year.  Third, and most important for your
readers to know, perhaps, these fights
almost always take the corporate man-
agement team by surprise:  The top
managers and their usual advisors have
never experienced such a unique and

“energizing” event and are almost always
totally unprepared for the incredible
efforts that must be made if the manage-
ment team is to walk away the winner.
And last, but far from least, if the SEC’s
stated plan to have Proxy Access provi-
sions defined in 2010 and in place by
the 2011 proxy season goes through,
small and mid-sized companies will be
more vulnerable to proxy fights than
ever.

Q: Why is it that smaller and mid-sized
“community-oriented companies” are
especially vulnerable here?

Regan: Most community-oriented fights
have a large number of things in com-
mon. Typically, the company has quite a
long history in the community where
most of its shareholders and customers
tend to be.  Typically, the company has
been a “pillar of the community” - a very
good corporate citizen, with a, solid cus-
tomer base and a pretty solid perform-
ance record too. Typically, a high per-
centage of the shares are held by very
long-term owners, which is a good
thing. But, the fact that the stock price
tends not to move very much, coupled
with the typically conservative business
plans that such companies generally
have, often make the stock look like an
“underperformer” versus other compa-
nies in the same industry.  And this
attracts the eyes of more venturesome
investors, who know that a proxy fight

– whether it’s via a proposal to insert
new directors and oust others, or simply
to “study strategic alternatives” almost
always makes the stock price jump.

Q: Any other common factors you note
in community-oriented fights?

Regan: Yes, there are quite a few more:
Often there is, or has been a merger
somewhere in the picture. The very idea
of a merger tends to polarize the com-
munity - particularly if the community
stands to lose jobs - or worse - the main
headquarters.  A very common phenom-
enon, and one that usually generates a
real horse-race, is where a former
Chairman or CEO tries to block the
merger of his or her old firm. 

Another very common thread is where
the former CEO, a former CFO, or a for-
mer Director who lost his or her seat in
a merger tries to stage a comeback.
Often, they can make a fairly compelling
case – or simply round up enough of
their friends and family members to bet
with them – that they can do it better
than the incumbents. 

Another surprisingly common thread
involves a company founder who
acquires one or more smaller compa-
nies, thinking to groom a successor –
only to discover that he’s handed over

An Interview with Artie Regan
of Regan & Associates, Inc.

“King of the
Community
Proxy Fight”

Required reading, we advise, if you are a
smallish or mid-cap company.
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the reins to a “rogue CEO” – who sud-
denly moves to oust the founder entire-
ly.  This always makes for quite a brawl.

Family feuds are another very common
cause of “community proxy fights”. One
of the first small-company fights I did –
in North Tonowanda, New York –
involved a son’s fight to oust his father
as Chairman. Sometimes, there’s a falling
out among first or second cousins –
some of whom want to keep the “family
firm” while the other branch wants cash
from a quick sale or a merger-driven
uptick in the stock price. We see this in
big-company fights too, of course, like at
the Wall Street Journal not so long ago.
A recent fight we were involved in pit-
ted a very popular community-bank
CEO -who wanted to arrange a merger
with a neighboring bank - against his
long-term mentor, who owned another
bank that may well have been disadvan-
taged by the deal.

This brings up another common factor:
regardless of who the combatants are,
such fights almost always get intensely
“personal” in smaller communities, since
everybody knows everybody. Often,
there tends to be more than the usual
amount of gossip, some outright mud-
slinging, and a lot of back-room dealing.
One proxy fight I was involved in a few
years back, at a small - town company
called Poland Molecular, was written up
by the local press as being about “sex,
lies and videotape” thanks to some par-
ticularly creative and colorful combat-
ants. At another meeting, where the mar-
gin was less than a quarter of one per-
cent, a shareholder stood up and offered
to switch his vote – for the right consid-
eration. Fortunately for my client, that
did not go over well in that mid-sized
southern community,  I suspect that
nobody sits next to him in church any-
more.

Q: Are their some industries that are
particularly vulnerable to proxy fights?

Regan: Community Banks, Thrifts, S&Ls

and Commercial Banks are among the
most vulnerable industries. I’ve been
involved in over 50 proxy fights in this
industry alone. In part, it’s because there
are so many of them; over 8,000 in fact,
according to the November FDIC sur-
vey.  There has been a steady movement
toward “consolidation” in the industry,
and there are often compelling potential
rewards due to economies of scale.  And
just by the law of averages, half of them
can be spun as “underperformers” . But
Community Banks actually have a very
good chance of fending off “bear hugs”.
Why? Because they are Community
Banks – where loyalty counts for a lot. 

Another big industry for Community-
Oriented proxy fights is the REIT indus-
try, because so many of them are orient-
ed around a specific geographic area,
industry segment or some other “com-
munity of interest”. Smallish high-tech
firms are often singled out for attack by
investors who think they can quickly
put them in the “fast lane”.  And never
forget those older, conservatively run
firms, in relatively low-tech manufactur-
ing or service businesses – which can
be suddenly “discovered” by folks who
want to move the company into
a faster track.

Q: OK; You’ve forewarned some of the
most vulnerable kinds of companies.
What do you suggest they do if sudden-
ly someone comes knocking on the
door?

Regan: The two most important things
to recognize are (1) that you need to
react immediately and (2) that you will
need expert help if you want to be sure
to win. In my experience, if there is a
professional proxy-fight expert on one
side only, that team will win by a 20-25%
margin. This is good news for you if the
fight has been launched by amateurs, as
many are. But serious launchers of
proxy fights will always have an experi-
enced team in place. Meanwhile, the
executives at most targeted companies
have never dealt with a proxy fight - and

often, their key legal advisors haven’t
done so either. So if you are the target,
and you don’t have an expert team in
place, you can be in very deep trouble.
Perhaps the worst outcome for a man-
agement team is where they’ve rounded
up enough votes to win, only to discov-
er that because of “technical deficien-
cies” in their proxies, they do not have
enough valid votes to win, after the
expert fighters challenge the results.

Q: Any other tips to offer readers? Some
important “dos and don’ts”?

Regan: The number-one mistake I see
companies make in the early going –
and a mistake their legal and PR advi-
sors sometimes make too – is to play
their cards too close to the vest where
their proxy solicitor is concerned.
Treating the solicitor as a “delivery boy”
or a mere “proxy chaser” can be a fatal
mistake. I try to make that clear from
the get-go.

Q: Are there any important differences
between large-company proxy fights
and “community-oriented” fights?

Regan: Absolutely. In community-orient-
ed fights you’re not dealing so much
with money-managers and hedge-fund
operators as you are with gas station
owners, customers, employees, retirees
and fellow community members. They
think and act in an entirely different
manner. Your strategies, tactics – and
particularly your communications strate-
gies – need to be entirely different. Most
of these fights are not purely money-
driven. Here’s where a firm like mine
will really excel: We have plenty of Wall-
Street experience – and lots of Park
Avenue and Madison Avenue experience
too. But we don’t try to bring a Park
Avenue approach to a community-ori-
ented fight – and we don’t come with
Madison or Park Avenue prices either.

Artie Regan, President of Regan &
Associates, Inc. can be reached at
212-587-3005
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What’s the climate
for the SEC online
proxy rules?
Hot, hot, hot.

By Rhoda Anderson,
President, Rhoda Anderson Associates,
and Co-Founder, EZOnlineDocuments

Continued on page 28

It doesn’t seem so hard these days to
forecast the climate at the SEC. With the
financial “tsunami” of last year and an
ongoing technology front fast moving
in, it seems to be all about the Internet.

Last year the Notice & Access flood-
gates opened - with a deluge of new
rules for posting shareholder communi-
cations on the web: It began with cer-
tain “accelerated filers” having a require-
ment to post Proxy and Annual Meeting
information online in 2008, with the
balance of companies having to start
the process this year.  And, the require-
ments have been pretty specific that
the files be:

1. Searchable
2. Printable
3. Substantially the same as a

printed “hard copy”

So how’s it going? 
Some firms simply put up a PDF file.
But there continue to be issues with
that format, including the need for the
recipient to have Adobe Acrobat soft-
ware, the related PDF download times
that rightly annoy many individual
investors and the fact that many PDF
postings are simply not that readily

searchable. Users are often unfamiliar
with the Search and other functions in
Acrobat software, leaving some to
believe the PDF is a stepping stone to a
better solution. Many other, wiser firms,
however, have gone in a different direc-
tion by using providers of online docu-
ments to convert the printed piece into
an electronic version in a more user-
friendly format. 

Then there is XBRL…
XBRL was created to enhance financial
data and make it more reliable, accurate
and efficient for users in the financial
industry. It is based on a widely used
system of tags that identify and stan-
dardize key items of information. This
allows data to be searched, downloaded
and analyzed in a much more efficient
manner.  As many know, the required
XBRL process started this past June
with staged rollouts to accelerated filers
in June 2010, with the remaining com-
panies to adopt by June 2011.

Expanding the Plan:
But the SEC is not just putting the heat
on standard online shareholder commu-
nications; they are reaching into other

financial services as well. One area
impacted by increased regulations for
online notification is the Mutual Fund
industry. Much like the tornado felt in
2008 with Notice & Access, Funds are
now being blown around by new
waves of regulations, specifically, with
the requirements related to posting
Summary Prospectuses and associated
documents online, slated to start in
January 2010. In brief, those require-
ments are that the document must be:

• Accessible on the Internet free of
charge for 90 days.

• Convenient for both reading online
and printing on paper. 

• Designed so users can move directly
back and forth between section head-
ings in their Table of Contents and the
content itself.

• Cross-linked, allowing users to move
back and forth to required documents
with continuously visible links.

• Able for users to retain and print,
without charge, from the electronic
copy.
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The forecast:
This ever-increasing interest in the
Internet as a delivery method points to
the reality that online requirements are
here to stay. The implication: get ready
for more integration of technology in
the regulatory environment - and for
increased demands to make materials
more user-friendly.    What is also appar-
ent is that the scramble for Notice &
Access, XBRL and for Mutual Funds
online compliance indicates that the
financial industry needs to be ahead of
the curve, not behind it.
All is not bad news, though. On the pos-
itive side electronic documents save
printing and mailing costs, are much
kinder to the environment and can be
produced in a fairly simple process
when working with expert providers.
Such providers are familiar with the
changing requirements and can offer a
variety of solutions. 

The most impactful solutions provide:

• No change to the original
documents - and a simple
conversion process.

• Easy accessibility for users, via
multiple kinds of user browsers. 

• Familiarity with all the
compliance regulations and
industry deadlines.  

• Simple and user-friendly features
that provide the easiest means for
reviewing the documents.

• Specialization in the delivery of
online financial documents.

Now is the time to take action to
ensure compliance with current SEC
rules regarding Internet availability of
your Annual Meeting and other impor-
tant shareholder materials. It is also
time to make a plan before the next
wave of SEC regulations creates a new
storm across the industry.  By imple-
menting better solutions now, it will
make the process more effective and
efficient.

Rhoda Anderson is president of Rhoda
Anderson Associates, a corporate
governance consulting practice; and
CEO of EZOnlineDocuments.
She can be reached at 
randerson@RhodaAnderson.com
Telephone: (609) 371-5631

SAVE THESE DATES…and think about registering NOW!

January 21 -22: The Activist Investor Conference, The Westin Times Square, NYC
To register: call 516-876-8006 or go to www.dealflow.com 

January 27- 29: The Society of Corporate Secretaries & Governance Professionals
ESSENTIALS Seminar: This seminar really IS essential.    
See page 20 for details. Register at www.governanceprofessionals.org/essentials

February 2: A webcast from TheCorporateCounsel.net; “How to Implement E-proxy in Year-Two”; 
Broc Romanek moderates a panel of experts on e-proxy developments, the elimination 
of broker votes in director elections and "lessons learned" from the first two seasons. 
Free for TheCorporateCounsel.net members. Register on the website.

June 3, 2010: “The 6th End of Annual Meeting Season Celebration & Benefit
Please see the centerfold for info and pictures from the 2009 gala.

July 7 – 11: The Society of Corporate Secretaries & Governance Professionals 
Annual National Conference, Sheraton Chicago Hotel & Towers, Chicago, IL
www.governanceprofessionals.org 

July 13 -16: The Shareholder Service Association Annual Conference 
The Hammock Beach Resort, Palm Coast, FL.  
Register now at www.shareholderservices.org 



Public companies will face a whole new landscape in 2010.  The loss of discretionary voting and the 
implementation of equal access is just the beginning. Are you prepared?

The Laurel Hill Advisory Group is the cross border proxy solicitation and corporate governance
consulting firm that can help you deal with these challenges head on.

We believe you need to be proactive, not reactive.  If you agree, give us a call.

In the US  1-888-742-1305
In Canada 1-877-304-0211

laurelhilladvisory.com
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Leading the Way In Online Document Conversion

• EZOnlineDocuments has 11 years of success in financial document conversion.
• Guaranteed 100% online, on-time delivery. 
• The industry’s most innovative online document products. 
• Superior quality assurance and client service with a solid reputation to back it up.
• Focus on the end-user experience: easily accessible, attractive and simple navigation.
• SEC compliant products for Notice & Access, as well as Mutual Fund 
 Summary Prospectus Kits.

Our solutions work!

 Call us today to find out how we can help you.

Easy Solutions

Cost-Effective

Eco-Friendly

Compliant

Brand Integration

Rich Features

973.236.1576 � www.EZOnlineDocuments.com

 
Find out more about Notice & Access: Contact Rhoda Anderson 609.371.5631

Why choose EZOnlineDocuments for online document solutions?

Specializing in Notice & Access 
and Summary Prospectus
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THE 2009 “END OF ANNUAL
MEETING CELEBRATION and BENEFIT”
THE BIGGEST AND BEST
BASH TO DATE SETS A
NEW RECORD FOR
ATTENDANCE…FUN
AND FUNDS RAISED FOR
A TRULY GREAT CAUSE

Benefit honoree Steve Norman receives a framed memento from co-chairmen Ellen
Philip, your editor, and Cal Donly.  Mary Ellen Anderson, representing one of the

Platinum Sponsors, Broadridge Financial Solutions, also offers congratulations to Steve.

A record-breaking crowd turned out
for the 2009 Celebration – the fifth
such event;  A veritable “Who’s
Who” in the world of Corporate
Governance space.

Just shy of $85,000 was raised to
benefit Fountain House, “the world’s
leading provider of rehabilitation
services for men, women and young
adults living with major mental ill-
nesses” and its Fountain Gallery
   program, which provides a place for
Member artists to work together, to
exhibit and sell their works, and to
work against the stigma that adds so
unjustly to the burden of people
with mental illnesses. Over 100
works by 36 Fountain Gallery artists
were featured, and a near-record
number of them went home with
happy buyers.  And, in an incredibly
tough economic environment, the
2009 Benefit proceeds were up by
over $20,000 vs. last year, thanks to
the generosity of the sponsors and
attendees. 

This year, the Benefit paid special
tribute to a long-term leader in the
Corporate Governance world,
Steven P. Norman, as he retired after
39 years at American Express - 27 of
them as the Corporate Secretary
and Governance Officer. Here, for
your enjoyment, and as a prod to
save the date for 2010, are some
photos from the Benefit…

Member-Speaker Bradford Stringfield, flanked by Ellen Philip and his justly proud
mom, brought the primary purpose of the benefit into sharp perspective as he told
attendees how Fountain House and Fountain Gallery (where he has become one of
the best selling photographers) helped him find himself - and a fulfilling purpose in
life - after many years of struggle with mental illness, homelessness, helplessness
and substance abuse. Your editor, Fountain Gallery Director Jason Bowman and Cal
Donly look on as the audience applauds his stirring speech. 
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Dennis Gundry, of TriState Financial wins the door-prize, donated by
Ellen & Cal – The choice of any work of art on sale – and chooses
one of Bradford’s works. “From the moment I walked in, I had my
eye on this, and I knew for sure that I was going to take it home”
Gundry said. 

Honoree Norman, with Eon Canzius, his relationship man-
ager at BNY-Mellon, Steve’s successor as AMEX Secretary &
Governance Officer, Carol Schwartz, and BNY-Mellon’s head
of relationship management, Peter Duggan.

Some of the Fountain Gallery artists get together before the show. 

Attendees get to network with each other – and to meet
the artists – while enjoying fine food and drink from the

very generous sponsors at My Belizean Gourmet…And, as
usual, they throng the Cape Sushi Sushi-boat. Flower

arrangements made by the Fountain House Horticultural
Unit provide an added festive touch. 

SAVE THE DATE
June 4th, 2010 - SIXTH “END OF ANNUAL MEETING CELEBRATION”

For more information about Fountain House, go to
www.fountainhouse.org

For information about the Gallery, and to browse the art;
www.fountaingallerynyc.com

For more info about the Benefit, and about Fountain House’s
amazing Transitional Employment Program, go to

www.optimizeronline.com
and click “Doing Well By Doing Good” 

Member artist Osvaldo Cruz poses with one of his striking works.



Shareholder 
communications 
processing is 
the last thing 
you want to 
worry about.
It is impossible to think about every 
individual shareholder and the impact 
they may have on your annual meeting; 
like the one who’s going to say he 
never got his proxy, the shareholder 
who wants to make sure her vote is
counted, or the one who complains so
much that you are sent scrambling for
answers. Now you don’t have to, 
Broadridge has you covered.

Broadridge Financial Solutions, Inc. is a leading global provider of 
technology-based solutions to the financial services industry.  Our systems
and services include investor communication solutions, securities 
processing solutions, and clearing and outsourcing solutions.

©2009 Broadridge Financial Solutions, Inc. Broadridge and the Broadridge logo are 
registered trademarks of Broadridge Financial Solutions, Inc.

Luckily, it’s the first
thing we worry about.
Corporate Issuer Proxy Management 
Put Broadridge to work for you.

www.broadridge.com/issuer  • 1 800 353 0103 



 

 
 
 

Electronic Shareholder Communications Platforms Offer 
Cost-Effective Opportunities to Engage Shareholders 
 
 
By Chuck Callan 
Senior Vice President 
Broadridge Financial Solutions 
 

Just when you thought changes to shareholder communications and proxy 
voting were finally “bedding down,” those serving as corporate counsel, 
corporate secretaries, or investor relations professionals will soon be seeing 
even more opportunities to use technology to save money and interact with 
shareholders.   
 
Unlike some of the changes you’ve coped with, these upcoming opportunities 
should make life easier, and your efforts to communicate your message and 
engage your shareholders, more cost-effective. 
 

Recent SEC rules and mandates are designed to improve the transparency and efficiency of 
information flow between issuers and shareholders.  While those changes add more complexity, there 
are many benefits as well, including a tangible impact on sustainability, via a dramatic decrease in 
paper-based communications.  
 
The savings trend is being driven by the “e-revolution,” generally, and by the application of technology 
to beneficial shareholder communications, in particular.  As a result of significant investments in 
technology and processing, issuers are now realizing savings of over $1 billion annually on their 
beneficial communications requirements.  These savings come largely from “suppression” processing 
and Notice and Access. 
 
The chart below shows the increase in the elimination of physical mailings over a 12-year period – 
including reductions in ‘full-set’ packages of proxy materials and physical ‘Notice’ mailings. 

 

 
 
Source:  Broadridge Proxy Season Key Statistics and Performance reports, covering February 15 to May 1 of each year.  Includes e-delivery, 
householding, and specialized account processing. 

 
Moreover, with the passage of the SEC’s Notice and Access rules in 2007, use of the Internet is now 
being even more fully incorporated into shareholder communications.  To date, over 2,000 meetings 
have utilized Notice and Access, via Broadridge.  Savings to issuers from the processing of Notice 
meetings are in addition to the savings realized from suppression processing.   
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Using NIRI data on the median cost of printed proxy materials ($4.32, survey in 2008) and USPS 
actual rates ($1.39), the incremental savings to issuers have exceeded $400 million, net of servicing 
fees from financial intermediaries.   
 

As witnessed, however, Notice and Access has unintentionally lowered voting participation by retail 
investors, and there are further concerns about participation given the upcoming elimination of the 
‘Broker Vote’ for elections of directors.   
 
Several new technologies and platforms provide issuers with additional means to get the message 
out and to more fully engage shareholders, without incurring some of the high costs associated with 
traditional proxy solicitation methods. 

 
Alternatives Provide Benefits and Drive Increased Shareholder Value 
 
Currently, over 24 million accounts have enrolled in electronic delivery with Broadridge, and included 
among them are over 3,500 institutional investors.  OBOs (objecting beneficial owners) as well as 
NOBOs (non-objecting beneficial owners) can be reached through electronic channels, as well as by 
traditional methods.  For example, issuers can now send communications electronically to 
shareholders who, on average, own approximately 70% of their shares, regardless of where and how 
those shares are held – and these communications can occur on a same-day basis. 
  
Issuers can also segment their e-communications to a particular share range.  The results of 
segmented e-delivery are solid. For example, during the 2009 proxy season, of the votes processed 
by Broadridge, more than 206 billion shares, or over 90%, were voted through the firm’s electronic 
platforms.  (ProxyEdge® voting accounted for 79.3% of the votes cast). 
 
In 2009, Broadridge delivered “virtual” shareholder meetings for the first time, which include real-time 
shareholder validation, Q&A and voting.  Issuer-sponsored stockholder forums can be seamlessly 
linked to virtual meetings, making it possible to “connect” with shareholders through additional 
technologies, while simultaneously keeping costs down.   
 

 Virtual Shareholder Meeting enables corporate issuers to move the traditional annual 
meeting to a virtual “meeting space” on the Internet.  Utilizing streaming audio and/or video 
technology, issuers can conduct their annual shareholder meeting online, with real-time 
shareholder validation, Q&A and voting -- in conjunction with or even instead of a physical 
shareholder meeting in most states.  

 
 The Shareholder Forum is an online portal that gives issuers an additional means to 

enhance communications with their shareholders, in a secure environment.  The functionality 
provides a means for management and shareholders to communicate directly, understand 
views through surveys, and be in touch year-round. 

 
Additionally we offer, The Investor Network, a social media site that is integrated directly into a
brokerage firm’s website.  Shareholders are able to discuss topics with each other, and with
management, and management and directors are afforded a window into the sentiment of actual
shareholders.  Broadridge’s validation process helps reduce the “noise” and "distractions" found
on some other social networking sites. 
 
Through these and other means, Broadridge is committed to helping companies maximize the use of 
technology for shareholder communications, develop additional connections with shareholders and 
implement new practices which create even greater flexibility and savings, including sustainability.  
 
For more information about Broadridge and our complete suite of solutions for the corporate issuer 
community, please contact as at 1-800-353-0103 or visit www.broadridge.com.  
 

©2009 Broadridge Financial Solutions, Inc. Broadridge, the Broadridge logo and ProxyEdge are registered trademarks of 
Broadridge Financial Solutions, Inc. 
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Our annual interview with Ellen Philip,
of Ellen Philip Associates.

Continued on page 38

Carl: It’s been a roller coaster of a year,
to say the least.  All of us in the share-
holder service space are wondering
how everything will shake out, eventu-
ally. From your perspective, as a sort of
niche player, how has the economic
implosion affected business realities in
our small corner of the financial indus-
try? Do you notice any differences?

Ellen: If you duck into a bomb shelter
during an air raid, the first thing you do,
after the all-clear, is sniff around to see
who and what has been left standing.
The financial storm has been a bit like a
bombing raid, for all of us. It has
changed many things and shaken up
lots of others.

There is something I’ve noticed – some-
thing that’s been happening to an
unprecedented degree. I can’t pinpoint
exactly why, but in the last six months
or so, among the companies we’re in
contact with, there’s been an upsurge in
process re-evaluation.  A lot of compa-
nies seem to be taking advantage of a
slack time by rethinking the way they’ll
get things done, once things start open-
ing up.  

Cost-cutting seems to be one strong
motivation, as always. Risk mitigation is
another. In any event, there’s a lot of re-
assessment in the air – a lot of zero-
based thinking, on an operational level.
Many companies seem to be going back
to basics, including taking a fresh look at
strategic relationships. New connections
are being explored and made.  And trust
seems to be back in fashion. You deal
with who you know - the tried and true. 

I think all of this is very healthy.
Certainly it’s encouraging for a business
such as ours.  I know that the need to
take a fresh look at processes has been
a constant theme in the Optimizer.

Carl:Your clients, for the most part, are
companies far larger than yours, with far
greater financial resources and people
resources – sometimes infinitely greater.
Have you ever wondered why such

companies turn for help to yours?

Ellen: It’s something we’ve asked our-
selves, almost from Day One. We’re now
in our 31st year, and we continue to ask
it all the time. Keeping the question in
mind is part of why we’ve survived. 

The reason why companies turn to us
is certainly not because they believe we
have a proprietary black box we can
work magic with. There’s nothing we
can do that most of our clients couldn’t
do themselves – providing it made busi-
ness sense for them to make the invest-
ment and expend the effort. We know
this, and our clients know it, too.

If you were to look at the applications
in which our services are put to work,
you’d find a common thread running
through them.  We shine in situations
that most of our clients would like to
avoid - situations classified as “non-rou-
tine”. We’re specialists in exceptions
processing. Our meat and potatoes are
in situations that can’t be readily adapt-
ed to regular, day-to-day, high-volume
systems. Or situations a company might

Technology...
Trust...
and the need to 
“Stay Connected”
as we look toward 2010

Ellen Philip and Cal Donly in their New York Office

“Trust seems
to be back

in fashion.”
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encounter only once a year or every
now and then – not frequently enough
to justify gearing up and staffing for.

   Carl: So what is it you’ve kept in mind?
What has made it possible for a small
company like yours to survive? 

Ellen:We’ve survived, I believe, because
we’ve always kept in mind that technol-
ogy – as vital as it is – isn’t the answer
to everything: In fact technology fre-
quently causes as many problems as it
solves. In financial services, technology
is the easiest of all things to replace. 

  As a small company, you’d be nowhere
without technology – which is a great
leveler, by the way. Both the big and the
small have access to it. But technology
alone isn’t going to ensure business suc-
cess. A big company dealing with a small
company expects something more.

Keeping this reality in mind colors your
way of thinking. It influences the way
you respond, for instance, to a call at 6
P.M. on a Friday evening, just as you’re
about to leave for dinner. It influences
how particular you are about being
accessible and keeping commitments. It
influences how hard you press yourself
and your staff to meet or beat a dead-
line, or how hard you try to accomplish
something new. 

I’m trying to say, without actually saying
it, that only service can provide the
edge for a small company. 

The word “service” however has become
so trite, so shopworn, that people cringe
when they hear it. Everyone talks of
their great service, even if they don’t
really know what the concept entails.
Carl: Is there something else you bring
to the table, apart from service and pro-
cessing flexibility?

Ellen:There’s trust, of course- without
that you have nothing. But something
else has struck me hard in recent years -
even more so in the last year or so. All
around us, in our industry, production
teams are being torn apart, for any num-
ber of reasons. Older and more experi-
enced hands have been especially hard
hit. As they’ve disappeared, their know-
how has disappeared with them - at a
rate that replacement cannot match.
Hardly any of what they carry in their
heads has ever been documented, so
that others could follow.

There’s been an enormous brain-drain.
As companies merge, shrink or simply
disappear, institutional memory – the
collective understanding of how
processes work, and, more importantly,
the reason why they should be done in
a particular way – has taken devastating
blows. The shortfall in seasoned judg-
ment has not only led to operational
bottlenecks, but, in many instances, to
practices that carry wider exposure to
risk. 

The collective memory of our produc-
tion team is something important we
bring to the table. Our team has been
intact for a long, long time. Two key
members have been with us for over 20
years, and others are not far behind.

Carl:You mentioned something about
technology sometimes causing as many
problems as it solves. What did you have
in mind?

Ellen:Automated telephone systems, as a
technological advance, are near the top
of my list of mixed blessings. Not that
they are mixed blessings, intrinsically,

but because of the way in which so
many of them have been implemented.
The same would apply to many Internet
sites - sites supposedly dedicated to cus-
tomer service.

  If you experience how many companies
have implemented these automated sys-
tems you get the feeling they were
designed, specifically, to eliminate the
possibility of human contact, rather
than to expand the range of what a
human staff could possibly handle. You
get the feeling that many companies see
their phone systems and Internet sites
as a way in which to hide away from
pesky customers and clients. Perhaps
it’s convenient. Maybe it’s even effi-
cient. But hiding from your customers, I
believe, is a big business mistake.
It’s a fact that no one system can be
programmed to accomplish everything.
So, it seems to me, in a system that’s
well thought through there has to be a
light at the end of the tunnel – a point

Continued on page 54

Pepper, the Ellen Philip mascot, chews
over a tough technology question.

We need to be sure that the
technologies we employ will

expand connectivity, and will
be welcoming to share owners,
and will meet their needs and
improve their levels of involve-
ment and participation in the
voting process – and, above

all, not be “turnoffs”. 

“We are specialists in Employee
Plan voting, as you know, and
here too we think that smart
companies will make special
efforts to stay connected to

their employee voters.
Many employee-owners are

at least as disillusioned,
and as distrustful as outside

owners are, and some
are a lot more so.“
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Commissioner to the SEC on Notice & Access -
“Fix it or Scrap It!” Shouldn’t it be:
“Beneficial Shareholder Voting - Fix it First”?

By T.L. Montrone,
Chairman, President and CEO of 
Registrar and Transfer Company

Continued on page 40

The SEC solicited comments on ways to
improve Notice and Access (“N&A”)
through a proposed rule-making pub-
lished earlier this year.  Concerned with
the drastically reduced retail sharehold-
er voting rates experienced using N&A,
SEC Commissioner Aguilar called on the
SEC to “fix it [N&A] or scrap it”.  But
N&A isn’t the only reason retail voting
has plummeted over the past 20 years.
The movement of shares into street
name, the confusing NOBO/OBO rules,
generic voting forms and costly artifi-
cial barriers between issuers and bene-
ficial shareholders have all played a piv-
otal role in the steep deterioration of
retail shareholder voting.  This begs the
question:  Shouldn’t the SEC focus on
fixing beneficial shareholder voting and
the street proxy system before consid-
ering Proxy Access or other major
changes to the proxy rules?  There are
ways to fix N&A to regain retail share-
holder voting, but this only addresses a
small part of the problem.  The falling
retail voting percentages generated by
N&A should be a concern, but redress-
ing the current abusive street proxy
structure should be even higher on the
Commission’s proxy priorities.

First – Fixing N&  A: 
Analyzing Retail Voting
Registrar and Transfer Company per-
formed analyses of registered voting
trends for the same companies, year-to-
year, that used various approaches to
N&A.  The number of registered share-
holders voting declined precipitously

when N&A was used, if the issuer
mailed only one Notice. This was the
least expensive approach, but it also
generated the worst results in terms of
the number of registered shareholders
voting, with some issuers experiencing
a drop of more than 70%.

Companies that sent a second Notice
with a proxy card didn’t appear to
experience significant decreases in the
number of registered shareholders vot-
ing.  In a few cases, these companies
even saw the percentage of registered
shareholders voting improve! The
contrast in the number of registered
shareholders voting between compa-
nies sending a single Notice and those
that sent a second Notice with a proxy
card appeared compelling.  When the
card and second Notice was sent, the
number of shareholders voting
decreased in most instances, but the
decline was almost always minor.  Here
are a few of the representative statistics
of the percentages of registered share-
holders voting when issuers used this
tactic:  17.5% voting increased to 32.4%
and 38.9% to 40.2%: 36.6% went down
to 35.1%; 47.4% to 39.8%; 51.1% to
43.2% and 25.3% to 23.3%.  We should
note that the overall voting totals did
not change significantly for most com-
panies due to N&A, since the number
of shares in street name and discre-
tionary voting buoyed the results.

Fixing N&A:  Alternatives
for Consideration
To improve retail-voting percentages

while retaining the benefits of N&A, the
SEC should consider permitting issuers
to send a single Notice with a proxy
card and BRE.  They could also require a
short summary proxy statement
describing the issues to be voted on (as
stated in the full proxy statement) and
instructions describing how to access
or receive the full proxy materials.  The
short statement should encourage
shareholders to view the full proxy
material before voting, but not require
them to do so.  This would retain most
of the benefits and give those retail
holders that have the initiative and
interest the ability to review the full
proxy statement if they care to do so.

But What’s Really Wrong
with Today’s Retail Voting???
The percentage of registered sharehold-
ers voting is typically far greater than
the 20% of the street retail shareholders
voting before N&A was introduced.
Under N&A, the street reported that
only 13% of the retail shareholders
voted.  Why the dramatic difference in
retail voting between the street and reg-
istered holders?  Maybe registered
shareholders have a greater affinity for
the issuer.  However, low retail voting is
more likely directly correlated to the
formats and branding used by the street
vis-à-vis the customized branding used
by issuers with registered shareholders.
Using a generic Voting Instruction Form
sent in generic mailers is less likely to
stimulate responses from many “mom &
pop” retail shareholders.  The street
process, besides being far more costly
for issuers, usually fails to treat issuers
as customers and uses a mass produc-
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tion process that fosters a disconnect
between the issuer and beneficial retail
shareholder.

   The Shareholder Communications
Coalition, of which the Securities
Transfer Association and, by extension,
Registrar and Transfer Company are
members, have been zealous in their
pursuit of real solutions to street proxy
maladies including fixing retail voting
through issuer-access to beneficial hold-
ers.  The NYSE is taking up this topic as
this goes to press with the re-formation
of the Proxy Working Committee
(PWC).  The PWC met in the past to
explore the proxy process and, unfortu-
nately, repeatedly failed to address the
Achilles’ heel of the proxy process: the
lack of accountability and issuer control
of the street proxy distribution system.
The street process perpetuates the con-
fusing NOBO/OBO structure.  It fails to
require pre-reconciliation of voting
rights resulting in continued distribu-
tion of voting rights in excess of the
shares outstanding.  The system is
opaque, making it impossible to ascer-
tain if legitimate beneficial votes have
been recorded and it fails its basic mis-
sion to protect the legitimate voting
rights of beneficial holders.

Additionally, the system is costly, based
on an anti-competitive, non-contractual
process that becomes an obstacle
rather than a facilitator to beneficial
retail voting.  Stock lending and other
systemic failures can continue, unfet-
tered, without the basic essential
requirement to reconcile and register
voting rights.  The current excessive
compensation and lack of accountabili-
ty might be the primary underlying rea-
sons why the system hasn’t, in these
many years, been corrected. This system
perpetuates the disenfranchisement of
beneficial retail shareholders and, until
it is corrected, their voting percentages
are likely to remain anemic.

It is clear that N&A has eliminated a
vast amount of economic and environ-
mental waste without irreparably harm-
ing shareholders.  It is also clear that
the N&A system can be improved to
give shareholders a better opportunity
to vote without greatly increasing the
cost or reducing the access to the
proxy statement.  Further, more compa-
nies would use N&A, reducing environ-
mental waste, if the SEC shortened the
mailing-to-meeting requirement to 30
days.  However, it is equally clear that
the Commission should address the

inappropriate and predatory business
model for the distribution of beneficial
voting rights that continues to abuse
American businesses and the proxy
rights of legitimate beneficial retail
shareholders.  The real message to the
SEC and the PWC should be to fix the
street proxy system by requiring trans-
parency, street reconciliation and disclo-
sure of beneficial holder proxy record
positions.  By granting access, the PWC
can rejuvenate retail voting, give share-
holders real registered rights and
redress an inappropriate abomination
of a street proxy distribution system.

Thomas Montrone is Chairman,
President and CEO of Registrar and
Transfer Company. He is a former presi-
dent of and a current member of the
Securities Transfer Association Board of
Directors and co-chair of the STA Proxy
Committee.  You can view the full SEC
Comment Letter prepared by Tom by
going to the R&T website,
www.rtco.com

Proposals by the Shareholder
Communications Coalition can be
viewed at
www.shareholdercoalition.com

REGISTRAR AND TRANSFER COMPANY
“Stock Transfer Services Since 1899”

For more information contact William J. Saeger, Vice President (800) 456-0596 ext 2502  wjsaeger@rtco.com

Award Winner of the 
TALON in 2006, 2007, 

2008 & 2009

“We are pleased to announce that 
Registrar and Transfer Company 

was again awarded the Talon for having 
the highest rating in Client Satisfaction”

ALOTTA
waAAw

in 2006 20ON
inner of thWard 

07
he

the highest 
was again a

Registra
e are“WWe

ALOTTA

Client Satisrating in
foalonTawarded the

ransfer CompTTrar and
e pleased to announce

2008 & 2009
in 2006, 20ON

”sfaction
or having 
pany 
e that

07,

For more informat

“Sto
REGIST

g

V, illiam J. SaegerWion contact 

ransfer ServicTTrock 
TRANAND TRAR 

g

ice President (800)VVi

es Since 189
NSFER COM

f



A CHECKLIST OF QUALIFICATIONS A COMPANY 
SHOULD CONSIDER BEFORE APPOINTING ONE OR
MORE INSPECTORS OF ELECTION:

Inspectors need, of course, to be persons who will
appear to be well-qualified – and who are well-qualified. Their
resumes, and the way Inspectors present themselves, should
bespeak them as persons with impeccable experience. 

Inspectors must be persons who completely understand
“the duties of Inspector”. Ideally, they will also have well
documented procedures as to what, exactly, they do to
“inspect”. Very important, Inspectors’ actual due diligence
efforts should be commensurate with the types of issues
that are up for a vote, and commensurate with the likeli-
hood that the outcomes may be “close” or otherwise subject
to challenge. 

Increasingly, it is important for Inspectors to be – and to
be perceived as being – totally independent persons. As
with corporate directors, persons who are or were employ-
ees of the company are not generally considered to be inde-
pendent where governance matters are concerned. Persons
who are affiliated with companies that derive material
income from the company appointing them are often not
wise choices either - IF any of the Meeting outcomes could
potentially be close or ultimately challenged. In today’s envi-
ronment, it also seems very wise to use totally independent
parties to “look over the shoulders” of proxy tabulators as a
“double-check” of their work, and to receive and review the
work of “submitters of proxies” like proxy solicitors, activist
investors and any other bearers of proxies who may show
up at the meeting.

Inspectors of Election need to be able to stand up to
any challenges that may be made – and to explain exactly
what they have done to “inspect.”  They also need to be able
to “push back” – firmly but politely – not only to outside
challengers, but to company representatives  and their vari-
ous agents, all of whom, have a keen interest in “winning.”
The worst possible outcome for a corporate annual meeting
is not losing, we can assure you: It’s declaring a win and hav-
ing to retract it later. 

Inspectors should be prepared to deal expeditiously and
professionally with proxies and ballots submitted at the
meeting, and to certify the final results without delay. While
added due diligence steps are often required these days, cor-
porations, and their investors, have a need for speed as well
as certainty as to the meeting outcomes.    

WHY DOES MY COMPANY NEED TO HAVE ONE OR
MORE INSPECTORS OF ELECTION?
The model business code in every state of the union
we’ve ever looked at calls for a publicly traded company
to have one, two or three – or sometime more –
Inspector(s) of Election to oversee and certify the vote
– whenever there is an Annual or Special Meeting of
Shareholders. Most non-US companies also require
Inspectors, or as they are sometimes called, “Judges of
Election” or, in Canada, “Scrutiners”. The Articles of
Incorporation and/or the By Laws of most publicly held
companies also spell out the role of the Inspector(s)
…and how many there should be…who should appoint
them…and what is to happen at that company if an
Inspector should unexpectedly become unable to serve.

WHAT, EXACTLY, ARE INSPECTORS OF
ELECTION SUPPOSED TO DO?

Inspectors of Election are typically charged by state law, and
in the Corporate Charter documents, with four sets of duties,
and sometimes a fifth:
4 Determining whether a quorum is present, sufficient to 

allow the transaction of the business that is to come 
before the meeting 

4 Tabulating, or overseeing the tabulation of all validly 
executed shareholder votes – whether cast in person or 
by proxy 

4 Hearing and ruling on any challenges that may be made 
as to the validity of one or more proxies or ballots
present at the meeting

4 Certifying the final results. In the U.S. the Inspectors’ 
final report is binding, and can only be reversed in a 
court of law.

4 In some states, it is the Inspector, and not the Chair of 
the meeting who announces when the polls are open 
and when they are officially closed. 

In addition, each Inspector of Election is required to swear
and file an oath to “faithfully execute the duties of Inspector
of Election to the best of my ability, and to act with strict
impartiality.”

WHO CAN SERVE AS
INSPECTORS OF ELECTION?
Any individual person can serve as an Inspector of Election.  And,
please note, while they may be acting as representatives of a compa-
ny, Inspectors swear their oaths and serve as individual persons.

DOES THIS MEAN THAT A COMPANY EMPLOYEE - 
OR A RETIREE CAN SERVE AS INSPECTOR?
Yes, company employees and retirees can and often do serve as
Inspectors at “routine” Annual and Special Meetings. As long as they
swear their oath to “faithfully execute the duties of Inspector” – and
do so, we would add…and can pass the “sniff test” in terms of their
ability to carry out such duties in a totally impartial manner…and
provided, we would remind again, that the meeting will indeed be a
totally “routine” one, this can be a perfectly fine and a highly cost-
effective solution. If any of the outcomes might be “close” however –
or worse, subject to challenge by parties who want to have different
outcomes  – an employee or retiree would probably not be a good
choice as Inspector.

WHAT ABOUT A HIRED “AGENT” OF THE
COMPANY? SAY AN ATTORNEY, OR THE
OUTSIDE AUDITOR, OR A REPRESENTATIVE
OF MY TRANSFER AGENT OR PROXY SOLICITOR?
People who work for your outside law firm, auditing
firm, transfer agent, and even your proxy solicitor can,
and often do serve as Inspectors of Election. Given
today’s  environment, however – the closeness of
many shareholder votes and the increasing scrutiny
that the outcomes are receiving from activist investors
– it is wise to pay attention both to the qualifications
of Inspectors and  to investor perceptions about the
independence and the impartiality of your designated
Inspectors.

INSPECTORS OF ELECTION: 
SOME QUESTIONS AND ANSWERS ON “THE BASICS”
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Raymond (Ray) Riley, a Brooklyn-
based consultant specializing in systems
and procedures, serves as co-manager of
the IIOE Team. Ray has acted as
Inspector of Election at well over 100
routine and contested meetings. While
serving as the chief technology officer
for the Corporate and Institutional Trust
and Agency group of Manufacturers
Hanover Trust Company, Ray developed
the securities industry’s first fully-online
proxy tabulation and reporting system.
Ray is a former president of the
Securities Transfer Association. 

Carl Hagberg serves as general 
manager for the Independent Inspectors
Team. He has served as Inspector of Election
at over 400 Annual and Special Meetings and
in numerous proxy contests. Carl is consid-
ered to be one of the country’s leading
authorities on Annual Meeting matters and
on automating – and auditing – the proxy
voting and tabulating processes. 

Rhoda Anderson, based in Cranbury,
NJ, guided two of the world’s largest
companies to record voting levels -
first as Director, Corporate Secretary’s
Dept. at AT&T, then as an Assistant
Secretary at Lucent Technologies -
before founding her own company,
which helps companies automate the
delivery of annual reports and proxies
and to better automate their voting
processes. 

For well over five years, the OPTIMIZER
has been warning companies to expect
questions like the ones in our headline to
pop up from the floor of their Annual and
Special Shareholder Meetings - and to be
prepared… with some very good answers
to all of them. 

In 2008 and 2009 we saw questions like
these make front-page news…at companies
like Apple, CSX, WAMU and YAHOO, to
name just a few…and to pop up at virtual-
ly every meeting where the final results
were “close”.

In 2010 we expect even more questions
like these to arise - thanks in part to major-
ity voting rather than plurality voting for
directors - coupled with increasing share-
holder pressures for greater individual

director ‘accountability’ - coupled with a
huge increase in investor skepticism about
everything a public company does and says
these days.

THE 2010 Team of INDEPENDENT INSPEC-
TORS OF ELECTION has grown from five, to
ten, to twenty-five…and we expect it will
continue to grow over the next decade.

Please take a minute to review the truly
exceptional qualifications of our IIOE Team.
We think you will agree that having one or
more of our members on YOUR team will
provide you with strong support - and with
a strong and much needed feeling of confi-
dence – during the planning stage, at the
meeting itself, and all the way through the
Inspectors’ Final Report and Certification. 

Give us a call at 732-928-6133 to discuss our services, to learn more about how we might help you,
and to secure the kind of coverage you really need to have on your all-important Annual Meeting date. 

Francis G. (Frank) Arren has over 40 years of
experience in the financial service industry. In
the late 1960s, through 1989, he served as a
Vice President in the Mutual Funds Services
Group of BankBoston, folowed by a stint at
Chase Global Funds Service Company, before
moving to Equiserve, L.P. where he served as
Director, Client Administration until 2002. From
2002-2009 Frank was a Client Service Manager
and Chief Complance Officer at Strategic
Planning Group, an investment advisory firm in
Needham, MA, where he currently resides. Frank
has served as Inspector at numerous sharehold-
er meetings, including Eastman Kodak, General
Motors, Gillette and Xerox. He is a graduate of
the Stonier School of Bankng at Rutgers, the
New England School of Banking at Williams
College and holds an MA fromBurdett College
in Boston.   

Debra Baker, who divides her time
between Altanta, GA and Birmingham, AL,
served from 2002-2006 as the Executive
Director of Ethics and Compliance and
Assistant Corporate Secretary at BellSouth
Corporation. She was responsible for all the
company’s Ethics and Compliance programs,
for the Board and Committee sections of the
proxy statement, for meeting logistics, materi-
als and minutes, for the annual Board and
Committee evaluation process and for moni-
toring the company’s governance ratings.
Currently, she is affiliated with Arcapita, a pri-
vate international investment bank headquar-
tered in Bahrain, with offices in Atlanta,
London, and Singapore that sources invest-
ment opportunities in asset-based corporate
investments.

“WHO COUNTED THOSE PROXY VOTES, MADAM CHAIRMAN?
“WHAT ARE THEIR QUALIFICATIONS, WE WANT TO KNOW…

“WHAT DID THEY ACTUALLY DO TO ‘INSPECT’?
“AND HOW DO WE KNOW THEY GOT IT RIGHT?”

INTRODUCING “OUR 2010 TEAM” OF INDEPENDENT INSPECTORS OF ELECTION…
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Patricia Hoffmann has spent 30+ years in
management and senior customer relations
positions in various areas of the financial
services and shareholder servicing industry.
Prior to joining our team, Pat managed a team
of Stock-Option and Employee Ownership
Plan Professionals at Citigroup’s Smith Barney
unit. Prior to that, she served as a senior rela-
tionship management officer in the Stock
Transfer divisions of Citibank, Manufacturers
Hanover Trust Company and Mellon Investor
Services. Pat has been responsible for coordi-
nating annual meeting services and for serv-
ing as an Inspector of Election at well over
200 annual and special meetings. She is a
graduate of The State University of New York
at Oswego.

Michael Dzieciolowski, based in Santa
Clarita, CA, has over 35 years experience in
brokerage and banking operations and in
client services.  As a former Assistant Vice
President and Relationship Manager for BNY
Mellon and its predecessors, Mike coordinat-
ed transfer agent activities and served as
Inspector of Election for over 400 annual
and special meetings of shareholders of
small, medium and large companies.  Clients
included Rockwell International, Fluor
Corporation, Computer Sciences
Corporation, Hilton Hotels Corporation,
Harman International Industries, Imagine
Films Entertainment and Corporate Express
among many others.

Thomas Ludlow, CPA, CFA, is currently
an independent consultant based in
Dresher, PA.  Tom recently retired from
Verizon, Inc., after 33 years of experience
in a broad range of financial management
disciplines. Tom’s 23+ years at Verizon
was spent primarily in their Treasury divi-
sion, where his assignments included
oversight responsibility for a portfolio of
leveraged lease investments and, prior to
that, for the banks that had custody of
both the Master Pension Trust and various
other Employee Benefit Trust assets. Tom
is married to Jane Ludlow, one of the orig-
inal members of our Team of Inspectors.

James E. Hagan, based in Atlanta, GA, spent
more than 45 years with BNY-Mellon and
its predecessor companies, most recently
in the position of Vice President & Senior
Relationship Manager in the Atlanta office,
from which he recently retired. During the
course of his career he has served as
Inspector of Election at more than 300
Annual Meetings including Harris
Corporation, The Hershey Company, Loews
Corporation, and Mirant Corporation. Jim
is a graduate of New York University.

Susan Edwards, MBA, based in Boca
Raton, FL is a former Stock Transfer
Operations V.P. and Department Head of
Manufacturers Hanover Trust Company.
Where she managed over 500 employees
in multiple departments, in multiple loca-
tions and on multiple shifts. She attended
numerous annual meetings and served as
Inspector of Election at meetings of small,
medium and large cap companies through-
out the U.S.      Puerto Rico.  After relocating
to Florida, Susan founded Rockwell
Communications, an international telecom-
munications business which was subse-
quently sold to a publicly traded company.

Iris Glaze, , who is based in Seattle WA,
served as Shareholder Services Manager with
Washington Mutual Bank’s Investor Relations
department from 2000 to 2009.  Iris man-
aged the annual and special shareholder
meetings, including proxy distribution and
the final vote tabulation.  She also oversaw
the successful integration of over 75,000
shareholders into WAMU, arising from more
than 20 mergers and acquisitions during her
tenure. Iris was an active member of the
Broadridge Financial Solutions Issuer Client
Advisory Board and the BNY-Mellon
Shareowner Services Client Advisory Board.  

Don Hager, Esq., based in Oklahoma
City, OK, and currently Of Counsel to
DeBee Gilchrist, is a former Assistant
General Counsel and Assistant
Secretary of Kerr-McGee Corporation.
Don served as Chairman of the
American Society of Corporate
Secretaries Public Company Affairs
Committee, as Chairman of the
Membership Committee, and in 2003
received the Bracebridge Young
Award, the Society’s highest honor.

Jane Ludlow, MBA, CPA, based in
Dresher, PA, is an independent con-
sultant specializing in corporate gov-
ernance and compliance.  From 1984-
98 she was Executive Director -
Corporate Governance at Bell
Atlantic, where she supervised the
creation of materials and the logisti-
cal and voting arrangements for the
Annual Meeting, where typically, over
500 of the company’s 2 million
investors attended.

Keith Berkheimer, MBA, is an independ-
ent consultant based in Palm City, FL..
Keith recently retired from Public Service
Enterprise Group after 39 years there,
where he held various management posi-
tions as an Assistant Treasurer, including
responsibility for  PSEG’s in-house
Shareholder Services unit, and for oversee-
ing the annual proxy solicitation effort.
Keith is a former President and Board
Member of the Shareholder Services
Association, formerly known as the
Corporate Transfer Agents Association.

James D. Gaughan, Esq., based in Houston,
TX, is an independent consultant in corpo-
rate governance.  He has over 25 years expe-
rience with Fortune 500 companies serving
in corporate governance positions, where he
supervised the preparation and distribution
of proxy solicitation materials and coordinat-
ed shareholder meetings from solicitation to
vote tabulation.
Jim is a long-time active member of the
Society of Corporate Secretaries and
Governance Professionals, having served in a
number of officer and supervisory committee
positions with the New York and Houston
Chapters.  He also served as a member of the
Society’s Securities Law Committee and
Corporate Practices Committee.



Sarah Mc Daniel is an investor 
relations manager, based in Mountain
Ranch, CA.  She has served as
Inspector of Election at over 100
Annual Meetings - as a representative
of Bank of America, Wells Fargo Bank
and Manufacturers Hanover Trust
Company of California - prior to 
signing-on to our Team in 2003.
In 2009, Sarah served as the inspector
from our team at more than a dozen
Annual Meetings.

Ray Poplasky, based in Jupiter, Florida,
recently retired as an Assistant Vice
President and Senior Relationship
Manager at BNY-Mellon Shareholder
Services. Ray has more than 35 years
experience in the Stock Transfer and
Shareholder Relations industries – starting
at U.S. Trust Company, where he managed
the U.S. Trust account, among others, then
at Bankers Trust, Manufacturers Hanover
Trust and BNY-Mellon. He has served as
Inspector of Election at over 300 Annual
meetings, including companies such as
Hess Corporation, Honeywell
Corporation, Sallie Mae and U.S. Air.

Tod Shafer is located just outside of
Chicago, IL.  Recently retired from
Computershare Investor Services, Tod is a
seasoned securities professional, having
spent over 39 years in the stock transfer
industry.  His first 15 years were spent in
stock transfer operations with the last 24
years in relationship management.  In this
latter capacity, among his various duties,
he was responsible for managing stock-
holder meeting duties for his clients.  This
included acting as Inspector of Election at
over 100 stockholder meetings, including
meetings for FPL Group, Maytag, PNC
Financial Services and US Cellular.

Barry Shapiro, the founder of Applied
Consulting & Logistics, a shareholder rela-
tions consulting firm, spent more than 30
years with Mellon Investor Services and its
predecessors as a Vice President & Senior
Relationship Manager. He has served as
Inspector of Election at more than 200
Annual Meetings. including those for
BellSouth, Fannie Mae, The McGraw-Hill
Companies, and Yale University Trustee
Elections.

Kristina Veaco, founder of Veaco Group in
San Francisco, has been advising public compa-
nies on securities law compliance and corpo-
rate governance for over 20 years. Kris ran the
Office of the Corporate Secretary at McKesson
Corp. for seven years, where she was also
responsible for securities law, SOX compliance,
stock plan administration and subsidiary
records management. Earlier, Kris had similar
responsibilities at AirTouch Communications
and at Pacific Telesis.  
A former Board Member of the Society of
Corporate Secretaries and Governance
Professionals, Kris is the current President of its
Northern California Chapter and is active in the
National Association of Corporate Directors.

Thomas Watt, who is based in Staten
Island, NY, is a former Vice President and
Senior Relationship Manager with BNY
Mellon and its predecessor companies, a
career that began with Manufacturers
Hanover Trust Co. in NYC in the late
1960s. Over the past 25 years, Tom has
attended meetings and acted as Inspector
of Election for many of the Banks’ most
important clients. Tom holds the record
on our Team, we believe, for the most-
miles-traveled to annual meetings and for
most meetings attended.

Gary Wozniak is a Long Island, NY based
consultant to the shareowner services indus-
try. Gary brings four decades of financial
services industry experience in all phases of
Corporate Trust Group Services, with an
emphasis on managing large complex clients
and transactions. He has helped organize
numerous annual meetings and has acted as
an Inspector of Election at over 250 routine
and contested meetings. Most recently a First
Vice President at The Bank of New York
Mellon, Gary has also built his experience
with stints at Marine Midland Bank,
Manufacturers Hanover Trust Company and
Harris Trust Company. Gary is a graduate of
Pace University.

Belinda Massafra, MPA, CPA, based in
Atlanta, Georgia, is president of
Shareholder Services Consulting LLC.
Prior to starting her own company, she
served as Director of Shareholder Services
for BellSouth Corporation from 1998 -
2007.  Her responsibilities included coordi-
nating BellSouth’s annual and special
shareholder meeting process - from proxy
statement creation and delivery, to final
vote tabulation covering BellSouth’s 1.4
million shareholders. Belinda is an active
member of the Society of Corporate
Secretaries and Governance Officers and
the Shareholder Services Association..  

Joseph MacLelland, based in South
Yarmouth MA, retired in late 2009 as the
Operations Manager for the Computershare
Proxy Group, which he had been managing
since 1985. During his career there, Joe was
responsible for all the activities necessary to
design, produce, mail and tabulate proxies
and to certify the vote at over 1,500 Annual
and Special Meetings a year.  He led or assist-
ed on projects designed to implement devel-
opments such as Householding, Notice &
Access and IVR and Web-based proxy voting.
Until his retirement, Joe was a member of the
STA Proxy Committee. He holds an Associate
degree from Cambridge School of Business
and attended Williams School of Banking.

Gregory Malatia, who is based in the
Chicago area, retired from LaSalle Bank in
2008 after managing Shareholder Services
there for 11 years, where he was responsi-
ble for interfacing with the Bank’s corpo-
rate clients, coordinating annual meeting
requirements and acting as Inspector of
Election at numerous annual and special
meetings.  Earlier, Greg spent 26 years at
Harris Bank, ultimately becoming the opera-
tions manager for stock transfer, reorg, tax
reporting, dividend disbursement and
proxy production, mailing and tabulation
activities. Greg has been a director of the
Securities Transfer Association and a direc-
tor and past president of the Midwest
Securities Transfer Association.  



“Proxy Management -
at its best”

An Interview with Michael Mackey, Managing Partner,
Alliance Advisors, LLC  

Q: Michael, how is the proxy manage-
ment business going?

Michael: Alliance Advisors is in our
third full year of business and fortu-
nately for us we are experiencing a
steady growth pattern. The business
model we created as a proxy manage-
ment firm was a pioneering concept
in this industry. Essentially, we are the
proxy manager for the Corporate
Secretary or CFO of mid-size and
small-cap companies as it relates to
the shareholder meeting process.
Most companies of this size do not
have the staff of their large-cap coun-
terparts, so more often than not we
are taking the workload off these
executives who are wearing multiple
hats especially during the proxy sea-
son. To date, Alliance Advisors has
managed the entire shareholder meet-
ing process or the Notice and Access
procedures for 180 corporate clients.

Q: What services does Alliance
Advisors, LLC offer corporations?

Michael: Since we provide a turnkey
approach, Alliance Advisors offers a
full suite of services to complete the
requirements for a shareholder meet-
ing. These include filings, financial
printing, registered holder mailings,
broker distribution, vote tabulation,
the conversion and posting of share-
holder documents, web hosting, fulfill-
ment and invoice processing.
However, a good part of our work
involves planning and consultation,
particularly for those companies who
are not familiar with the process. This

analytical work and consultation
involves developing timelines, cost
projections, confidential bidding as
well as logistical recommendations
and proxy consulting.

Q: What are some of the new
changes going on in the proxy world?

Michael: From an industry perspec-
tive, we see financial printers dealing
with XBRL and Notice and Access, the

continuing consolidation of transfer
agents, the expansion in the number
of proxy solicitors and Broadridge
experiencing competition for the first
time this year. On the federal level,
the Obama Administration and the
SEC have an extensive to-do list as it
relates to proxy reform. Their first
move towards repairing a new parl-
ance called “proxy plumbing” was
eliminating the broker vote in the
election of corporate directors start-
ing next year. Their other initiatives
include proxy access, say-on-pay pro-
posals and a major expansion in exec-
utive compensation disclosure. All of
these issues are making the share-

holder meeting process much more
complex which only enhances the
value of our business model to corpo-
rations.

Q: Tell us more about the business
model you created?

Michael: We look at the shareholder
meeting process as one project even
though there are 8 or 9 different
functions to complete. While each
function has different operational
requirements and associated costs,
Alliance Advisors knows the mechan-
ics and fees for all of these services
because we provided them to corpo-
rations for many years at our former
proxy solicitation firm. Therefore, we
are able to develop a proposal for the
client consisting of a line item cost
estimate for each item of work along
with our management fee. Our role as

Continued on page 46

“Our role as proxy manager
provides issuers with a single
point of contact to manage
all the steps necessary
to complete the shareholder
meeting process”
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The Shareholder Meeting Strategists

proxy manager provides issuers with
a single point of contact to cost effec-
tively manage all the steps necessary
to complete the shareholder meeting
process.

Q: Have many of your clients utilized
Notice and Access?

Michael: Surprisingly, the adoption
rate among our client base is much
higher than the industry average. This
year, approximately one-third of our
clients implemented the  Notice Only
option compared to an industry par-
ticipation rate of 20% across all eligi-
ble public companies. Based on our
recommendations, many clients uti-
lized a blended approach where some
shareholders received hard copy doc-
uments while others received only the
notice. We keep the reduction in retail
voting in mind when making our rec-
ommendations, however, there are
many companies with high institution-
al ownership or internal corporate
control that are not impacted by a
loss in retail voting and can take
advantage of the cost savings Notice
and Access can produce.

Q: What are your views on the cur-
rent business environment?

Michael: The financial crisis has
impacted many public companies par-
ticularly in the financial services sec-
tor and the resulting regulations are
making Corporate Secretaries feel
they are under siege. Only a few years
ago, there were hundreds of initial
public offerings each year compared
to 43 for all of last year. This is clearly
the result of the economic conditions
but many also believe companies are
staying private because of all the regu-
latory requirements of being a public
company. Also, in the world of public
companies we see a dramatic pyramid
effect when you look at their share-
holder populations. Nearly 70% of
public companies have less than
10,000 shareholders creating a pyra-
mid with a very wide base. These

companies are typically the ones who
need the most assistance with compli-
ance, proxy matters and their share-
holder meeting.

Q: How do you reach out to such a
wide audience of companies?

Michael: Besides contacting compa-
nies directly, Alliance Advisors has
developed a working relationship
with a number of transfer agents and
law firms. Our focus has always been
to work with other industry providers
and not compete with them. So even
if the transfer agent is doing the mail-

ing and tabulation or the attorney is
handling the filings, there are still
many functions for Alliance Advisors
to perform. Our business model has
received a warm reception from the
legal community who seem to like
our one-stop-shopping approach for
their clients. In fact, we have worked
directly with 25 law firms who were
representing their clients in the exe-
cution of a shareholder meeting or an
information statement distribution.

Q: Describe the process utilized by
Alliance Advisors, LLC for your proxy
management service? 

Michael: Alliance Advisors implements
a three step program as part of our
proxy management service. First, we
review everything the company has
done in the past as it relates to the
shareholder meeting process. This can
include looking at the number and
size of documents, paper weight, print
techniques, postal rates, transportation
costs, mailing methods, Notice and
Access and broker invoices. We then

make a series of recommendations to
the client on ways to improve the
process. After receiving client
approval, the second step is we
request bids on a confidential basis
from our industry partners for each
item of work based on our recommen-
dations. We will than develop a
turnkey proposal for the companies’
consideration including all the “must
do’s” to complete the logistics for a
shareholder meeting.

The third and most important step is
Alliance Advisors will manage the
entire shareholder meeting process for

the issuer. This includes interfacing
with the client, their counsel and
transfer agent, all suppliers and the
proxy intermediaries. Our goal is to
ensure that the shareholder meeting
process is managed professionally and
cost effectively whether the issuer
selects the Notice Only or the Full Set
Delivery option. As a proxy manage-
ment firm, Alliance Advisors continues
to produce positive results as well as a
high level of client satisfaction. 

“As a proxy management firm,
Alliance Advisors continues to
produce positive results as well as
a high level of client satisfaction”
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An interview with Jay McHale,
President, US Equity Services, Computershare

Continued on page 48  

Over the past two years, Jay McHale has
helped advance Computershare Investor
Services in his role as President, Equity
Services. After delivering industry-leading
service quality and several unique prod-
uct offerings, the team at Computershare
is now preparing to deliver something
new to the market: integrated value.

Can you tell us more about the “integrat-
ed value” proposition that
Computershare has been communicat-
ing?

Integrated value is the key concept driv-
ing our new client service strategy,
which brings together transfer agent,
employee plans, and executive services,
including software and fully administered
plans, as a single Equity Services offering.
If a client uses Computershare for multi-
ple services, we will generally have one
manager oversee the entire relationship. 

Why make this change?

Computershare will be able to better
service our clients with continuity of
services that many have asked for and
many more have been seeking. This new
model provides clients with several
advantages: a convenient single contact
point, easy access to other products and
services, comprehensive and coordinated
service delivery across all issuer and
equity compensation services. We believe
we can provide our clients additional
value through integrated solutions – inte-
grated value.

Back to your initial focus, service quality. Are you satisfied with where you are?

Our issuers have told us that the most critical aspects of service are consistency
and reliability. For more than two years running, our internal metrics indicate that
our overall accuracy, timeliness and service levels have been consistently strong.
This is a credit to Joe Spadaford, our EVP of Operations and his team, who have
implemented Lean Six Sigma to drive continuous improvement. Our US call centers
received special recognition this year by receiving the 2009 NICE Customer
Service Award — a national award bestowed by an independent panel of call cen-
ter quality experts. 

Our high service quality is also reflected in shareholder survey scores, which have
exceeded 90% satisfaction, well above the industry average. The feedback we
receive directly from our clients has also been excellent. More than 90% of our
diverse client base rate Computershare favorably or very favorably on client service
evaluations conducted by an independent financial industry research firm that

Computershare -
Integrated Value
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receives feedback from over 50% of our
issuers each year. These results are
rewarding, and we are pleased with the
quality and reliability we provide to our
corporate clients and their investors, but
we’re not satisfied. 

Currently, we’re exploring ways to trans-
form how service is provided in the
industry, introducing new processes and
products, to the benefit of our issuers
and their shareholders.

Please tell us about your product philos-
ophy at Computershare?

We’re committed to providing unique,
end-to-end solutions to our clients. This
includes increasing the product and
service options that our issuers can
offer their shareholders, as well as pro-
viding alternatives that allow issuers to
create custom programs that are aligned
with and support their corporate goals. 

Our product suite sets us apart from
other service providers – none can
match the diverse array of solutions we
provide to support companies through-
out their corporate life cycle. We are
pleased to have been able to deliver sev-
eral new and enhanced products and
services during this past year. For exam-
ple, in response to issuer feedback, we
launched a new service model called

“Essential Registry” designed to meet the
specific needs of smaller issuers. To help
issuers take full advantage of the poten-
tial cost savings related to the SEC’s new
e-proxy rules, we created a full suite of
proxy solutions including mixed mailing
options and full-featured on-line hosting
of proxy and annual meeting materials.
Also based upon client feedback, we
redesigned Issuer Online – our online
tool for issuers so they can easily view
and manage shareholder activity – and
expanded the number of online reports
to help meet the growing expectations
bearing down on IR professionals.

To improve convenience for sharehold-
ers, we expanded self-service capabili-
ties via the web and automated tele-
phone service. We also rolled-out new
service options for shareholders, such as
our unique ‘market order sales’ offering,
which provides the opportunity to sell
shares at the market price, as opposed
to waiting for a batch sale later in the
day. This option, along with the ability to
have funds disbursed in over 70 local
currencies, has been very popular and
has had a positive impact on how share-
holders view the companies that offer
this convenient service. These are just a
few of many examples, and show our
commitment to providing value to our
customers.

You have said that your goal is for your
customers to become your best source
of referrals. Is this happening?

Yes, it is. First, we appreciate our client’s
business. We work hard to earn their loy-
alty and strive to perform so well that
they will recommend our services with
confidence – whether for an additional
service within their firm or to an indus-
try peer. Last year, four out of five clients
indicated they would recommend our
services. This year, it is nine out of ten.
We’re striving for ten out of ten. We
want prospects to be able to call any
one of our customers and get a good
referral. Even then, we won’t be satis-
fied. We will always strive to raise the
bar on service, to introduce new prod-
ucts and solutions, and to continue to
meet and exceed our clients’ needs and
expectations. 

Any closing thoughts for our readers?

At Computershare, it is our mission to
be the premier company and provider
of choice in the industries we serve,
delivering best-in-class service to the
marketplace and creating unique, end-to-
end solutions. We listen to what your
issues are so we can solve them and
help you move forward. Speak to us and
tour our operations and communica-
tions center. We are confident you will
be impressed.

To learn more and find out how
Computershare's best-in-class equity
solutions can support your company's
objectives, contact us today at

888 404 6333

(or visit) 

http://www-us.computershare.com/
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The Keane Organization is celebrating its 60th
year in business. CEO Dorothy Flynn and Chief
Sales & Marketing Officer Tom Morgan shared
with us the philosophy and approach that
differentiates Keane from competitors. 

Continued on page 50

60 years in business is quite an achieve-
ment. To what do you attribute the
company’s longevity and success? 

Dorothy Flynn (DF): Our value proposi-
tion starts with understanding our
clients’ philosophy.  The reason that so
many companies choose to work with
Keane is that we’ve taken the time to
learn about their culture, their philoso-
phy and their commitment to results.
Very simply, by identifying and eliminat-
ing risk and helping clients manage
complicated compliance issues we help
them save money, protect relationships,
and avoid regulatory concerns. But
“how we do it” is important too. For
instance, in our shareholder location
and asset recovery business, our per-
formance is the best in the industry.
Clients choose Keane because they
want to escheat as few shareholder
accounts as possible. Client surveys
consistently credit our results and our
independent approach as what sepa-
rates us from the competition. 

Tom Morgan (TM): I agree, and would
add that sustainable success requires a
commitment to excellent client service.
It’s no coincidence that we have the
most highly‐skilled Client Services
Group in the industry. This team pro-

vides our clients with responsive
day‐to‐day communication, unmatched
reporting, analysis, and benchmark statis-
tics regarding our program perform-
ance. Recruiting, hiring and developing
quality employees who can continuous-
ly meet our clients' standards is some-
thing we have done well and take pride
in.  That comes through clearly when
prospective clients visit our headquar-
ters and talk to our service teams.

What do you mean by “independent
approach” and how does that benefit
clients? 

DF: Being an independent service
provider is what allows us to be an
objective advisor to our clients. We work
exclusively under direct contract with
our clients and act only as their advo-
cate. In that way, we provide unbiased
analysis, consulting, and risk mitigation
programs. We’re not affiliated with stock
transfer agents or influenced by profit
sharing arrangements. We insist on full
transparency in operations with our
clients and we meet our clients' vigor-
ous annual on-site security inspections.
As such, we are free from any concerns
of conflicts of interest in providing serv-
ices to issuers. 

You’ve frequently been featured in the
press announcing new partnerships and
affiliations. How is this consistent with
your approach? 

TM: Great question. In each of our busi-
ness units, we will create strong part-
nerships when doing so creates value
for our clients. For instance, we’ve
developed solutions with national
retirement services companies, account-
ing firms, and auditing partners that
leverage our unclaimed property con-
sulting expertise, our data analysis and
communication skills, and our Keane
SCORE risk management software.  As a
result, we can introduce our services to
new audiences and provide a broader
range of services to our existing clients.
For instance, in addition to our tradi-
tional work in the shareholder services
and investor relations arenas, we’re now
helping those same clients in their
accounting, human resources, internal
audit and compliance departments.

The Keane Organization
60 Years of
Service Excellence

Dorothy Flynn

Tom Morgan
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What role has technology and innova-
tion played in the company’s growth
and longevity? 

DF: Service innovation over our 60
years is what helped us grow to be the
market leader in the investor communi-
cation and asset recovery business. By
continuously developing new solutions
and complementary businesses we’re
now a 130-person company with busi-
ness across the world. With our Client
Advisory Board as a guiding influence
we pioneered the concept of Investor
Data Quality analysis, formed Keane
Retirement Services and launched
Business Risk Management Solutions,
which develops and markets our SCORE
software technology.

TM: Our focus is on technology that
helps drive results. Technology is only
good if it helps us achieve our mission:
to help companies improve perform-

ance by better measuring, managing and
monitoring their businesses.

Looking ahead, what do you think will
drive Keane’s success over the next 60
years? 

DF: As Tom said, we’re focused on
results. During my tenure as CEO, our
best innovations and greatest achieve-
ments have come from listening to and
responding to clients. To remain the top

performer in this wild regulatory envi-
ronment and turbulent economy we
will continue to follow this proven
approach. I want any company looking
for the best in service quality and results
to know that they can find it by calling
Keane today.

To learn more about The Keane
Organization, visit us on the web at
www.keaneco.com.

  
60 years of service excellence... 
and unmatched performance 
 
 
In 1949, The Keane Organization started helping Philadelphia-area banks and financial 
institutions understand the newly introduced concept of unclaimed property laws. Today Keane 
is a global provider of compliance and risk management solutions. We continue to set the  
industry standard for compliance expertise, client education, service innovation and — most 
importantly — results. 
  
We invite you to learn why the world’s most successful corporations and financial 
institutions trust the services of The Keane Organization to help reduce compliance risks 
and lower costs.  

 Investor Data Quality (IDQ) Analysis
 Shareholder Location and Asset Recovery
 Post Merger Exchange Solutions
 Annual Unclaimed Property Reporting
 Unclaimed Property Audit Support
 Voluntary Compliance & Initial Reporting

 Corporate Asset Recovery
 Retirement Plan Terminations
 Missing Participant Communications
 Un cashed Check Solutions
 Compliance Automation Solutions
 Risk Management Software and Consulting

For more information visit us on the web at www.keaneco.com or call 800-848-8896. 
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An update from ShareGift USA’s Chairman
Barbara Vogelstein and President Barbara Wynne

Continued on page 52

The OPTIMIZER: Please remind us
about ShareGift USA – how it got start-
ed, and how you got involved.

Barbara Vogelstein: ShareGift got start-
ed in the UK in 1996 by a friend of
mine, Claire Mackintosh. The idea is a
simple and very appealing one: to make
it easy and appealing for shareholders
with modest share holdings – which
often they have completely forgotten
about – to donate them to charity. Since
its founding, ShareGift has been raising
$5 - $6 million a year for charity in the
UK - in a country that is one-fifth the
size of America, so the potential to raise
significant sums for charity is obvious.
Moreover, half the companies in the
FTSE or “Footsie” 100 have participated
in the program. 

I was totally taken by the concept, and
in 2005 we obtained 501 [c](3) status
as a nonprofit in the US. Since then,
with some great early support from DF
King and Computershare/Georgeson,
we’ve worked with a wonderful group
of companies – like AXA, Comcast,
Gannett, Kraft Foods, Morgan Stanley
and Pepsi-Americas – who offered the
ShareGift USA option as part of their
“odd-lot” or “small shareholder buy-
back/roundup” programs.

Then, in 2008, with the help of Board
members Andy Brownstein of Wachtell
Lipton and Roy Katzowicz of Pershing
Square Capital Management, we pre-
pared a White Paper about ShareGift
USA and sent it to the SEC, looking to
get a No-Action letter from them that
would make US companies completely
comfortable with making the ShareGift
option available in M&A transactions.
Fifteen major M&A law firms joined in
the submission.

This is a very special sweet-spot for
ShareGift, since mergers and spinoffs
often give rise to a very large number of
“new share owners” who end up with
very small holdings, and often, have no
real interest in being shareholders of the
new entity. Furthermore, in tender
offers, many very small shareholder
accounts are often created or “left
behind”. So when public companies can
reduce the number of such holders -
who cost the company quite a bit of
money to maintain each year, as we all
know - it turns into a winning proposi-
tion all around.

Barbara Wynne: Not long after ShareGift
received the SEC No-Action letter, I
came onboard as president. I am a
lawyer, who had worked on public com-

pany matters at White & Case, and at
Morgan Stanley, then went on to be a
full-time mom, while keeping up my
involvement in the non-profit world.
This is such a brilliant idea, and with
the No-Action letter we immediately
went into a higher gear. We have been
presenting the ShareGift program to all
of the major M&A law firms. We have an
amazing Board, which gives us truly
wonderful access, both to public com-
panies and to their legal firms. Recently,
Henry Schacht, who has served as chair-
man and as an outside director at many
public companies – as well as a director
of numerous non-profit organizations –
joined the Board, as did Catherine
Kinney, whom most of your readers will
know as the former President and Co-
Chief Executive Operating Officer of
the New York Stock Exchange.

Barbara V. And Barbara Wynne, let me
add, is pretty well known in the non-
profit world, as a member and former
Board Chair of the New York Women’s
Foundation. Ultimately, we want to
become part of the ‘wallpaper’ in M&A
transactions and spinoffs, where we
hope to have the ShareGift option auto-
matically included in the proxy state-
ments and offering materials of virtually
every deal. 

ShareGift USA...
“Making Shares Make
a Difference”

Chairman Barbara Vogelstein and President Barbara Wynne
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The OPTIMIZER: Let’s talk about the
kinds of charities that are eligible.

Barbara V. Initially, we did a study of
American giving habits and decided to
divide the donations among top chari-
ties in six broad areas; Education,
Health, Human Services, Public Society,
the Environment and International caus-
es. We excluded religious groups, and
the arts, since giving to these causes is
either personal or locally oriented.

Barbara W. This year, we have selected
Teach For America,  Alzheimer’s
Association, Juvenile Diabetes Research
Foundation, Feeding America, The Trust
for Public Land and Room to Read,
which partners with local communities
throughout the developing world.

It’s especially important to note that vir-
tually every penny we collect goes to
charity: None of us takes a salary, and all
our office space and our legal and sup-
port services are donated as well.

The OPTIMIZER: What if a company has
a particular charity or group of charities
that are especially near and dear to
them.  Are you open to that?

Barbara V. Yes indeed. We were thrilled
to get ShareGift into the recent $40 bil-
lion merger of Schering-Plough into
Merck, where Schering-Plough’s
Corporate Secretary Susan Wolf went
strongly to bat for us early on. They
asked if we would add a few more med-
ically-oriented charities and we were
delighted to do it.

The OPTIMIZER: Have you seen an
increase in interest in Share Gift since
the No-Action letter – and do you see
the pace of deals picking up in the
current economy?

Barbara W. Recently, we were included
in another very big deal – the $10 bil-
lion acquisition of Metavante
Technologies by Fidelity National
Information Services.  And yes, we do
think that M&A activity, and in spinoffs,
will continue to pick up in today’s econ-
omy.  We also expect that interest in
“odd-lot” and “small shareowner buy-
back” programs will pick up significant-
ly,  since these can be major money-
savers for public companies.

The OPTIMIZER: Where do you find the
“sweetest spot” is for donating to
ShareGift where so-called “small share-
holders” are concerned?

Barbara V. We believe that the “sweet
spot” is a lot bigger than many people
imagine. In small shareholder roundup
programs for example, where all share-
holders see the ShareGift option, and
where they can donate “all or part of
their holdings” we have seen many
donations averaging $250 and ranging
up to $1000. 

The OPTIMIZER: Any practice tips for
readers on how best to put the
ShareGift option across to shareholders
– and get them to respond?

Barbara V. We suggest that you use BIG
BOLD LETTERS – and that you also leave
lots of white space, so the “wallpaper”
stands out, and skim-readers will take
notice.

In the UK they tend to use colors a
lot – and sometimes graphics to draw
attention.

Simplicity is very, very important. Many
UK firms highlight just three simple
options: SELL, DONATE or DO NOTH-
ING. The fewer the choices, the more
likely people are to respond.  And I do
believe that fewer people decide to
“do nothing” given these three simple
choices. 

Also, it’s an especially big plus, I think,
when the company charges nothing for
donating. Quite aside from the fact that
the company is, in effect, putting its
own money where its mouth is when it
comes to giving to charity – when small
accounts can be completely closed out,
most companies will earn back any
costs they may incur to spur this along
in a very short period of time.

As you can tell, we are very excited
about this.  America has a big pool of
public companies, smallish shareowners
and invested dollars, so the opportunity
is enormous. We like to say that this is
an idea that deserves to happen.
And it will.

The OPTIMIZER: The most important
question of all: How can readers reach
you?

Barbara Vogelstein:
bmvogelstein@aol.com

Barbara Wynne:
barbara.wynne@verizon.net

By phone: (212) 813- 9677

By mail: 1040 First Avenue, #339
New York, NY  10002

###
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The Shareholder Services Association (SSA) is a professional 
organization whose purpose is to support corporate issuers in 
effectively meeting their responsibilities for shareholder recordkeeping 
and service. 

 
 
 
Dear Industry Colleague: 
 
Stay in touch – Stay informed – Always connected.  
This is what the SSA stands for.  If you are 
responsible for servicing shareholders in your 
company, and if you aren’t already a member, I’d 
like to invite you to learn more about the SSA and 
consider joining our Association.   

 
The SSA is a convenient way to stay in touch and 
keep informed on all IRS, SEC and NYSE regulatory 
changes in the industry, such as the elimination of 
Rule 452 broker vote, cost basis legislation, changes 
to notice and access and other proposed changes.   
Now more than ever, it is critical for those involved in 
servicing shareholders, to keep up with the constant 
changes taking place in our industry. SSA 
membership will give you the resources you need to 
succeed!  

 
The Association provides the opportunity for ready 
access to others who are eager to provide guidance 
and expertise in meeting the day-to-day needs of 
securities' holders and will educate you on how to 
address emerging issues and trends.   

 
Stay in touch - through networking and camaraderie, people on the front line are accomplishing 
practical tasks accomplished at both our formal and informal settings. Members have the option to 
ask questions through the website’s Q&A tool and will obtain immediate real-time answers from 
other members. Many members have decades of experience and some are new to the industry 
with fresh insights. Members are from companies of all sizes, representing nearly half of the 
companies of the Dow Jones Industrial Index.  Members are also from industry service providers, 
such as leading commercial transfer agents, abandoned property compliance firms, financial 
printers and industry consultants.   
 
Stay informed – Education is the cornerstone of the SSA. We offer online courses free of charge 
to members. “Introduction to Shareholder Services” and “Unclaimed Property” courses are 
informative to those new to the industry or serve as a refresher. “Preparing for an Annual Meeting” 
course is coming soon. Non-members may take online courses for a nominal fee. Our monthly 
luncheon meetings often held around the country, offer an opportunity to hear in-depth reports 
on current issues from industry experts and to meet others in the industry. And, if you are unable 
to attend, meeting presentations are posted on our website.  Our annual conference brings 
everyone together to learn, share experiences, network and enjoy camaraderie in a relaxed 
setting—the Hammock Beach Resort in Palm Coast, FL will host our next conference from July 
13-16, 2010. Our conference is unique—but don’t take my word for it, read the comments from 
attendees on our website. At our robust website, you can view updates on current issues like 
cost basis reporting, notice and access, and data privacy.  Use our unique “Issue Tracker” or 
search our website for the latest information on the hottest topics. Periodic email blasts alert our 
members to new issues and regulatory changes within the industry.  
 
Always connected – through industry connections, we maintain strong working relationships with 
key regulatory agencies and influential industry groups (SEC, IRS, NYSE Euronext/NASDAQ, and 
other associations). Our collective voice is heard by policy makers.  Membership brings access to 
best practices, industry trends and developments in automation. Exposure to cost-
containment practices provides a better chance of finding ways to reduce costs without 
comprising quality.  We care about the world in which we live and offer a scholarship program to 
assist members' children who plan to continue education in college or vocational school programs. 
 
Stay in Touch – Stay Informed – Always Connected - defines our mission and all that we do. I 
am so proud to be the President of the SSA. To learn more, visit www.shareholderservices.org. 
 

  



at which you can reach out for human
help, if need be.  That this cannot be
done, all too frequently, is not just pro-
grammer error. It seems that many com-
panies believe there are X number of
customers, or potential customers, they
can simply kiss off. In a small company,
this is not an attitude you can afford to
take.

Carl:The theme of this year’s magazine
is “Staying Connected”. Can you share
your thoughts on how smart companies
should “stay connected” in 2010, and
with whom?

Ellen: I think 2010 will turn out to be
“The Year of the Shareholder” in a wide
variety of ways. Many shareholders are
disillusioned and some are downright
angry at what they perceive to be wide-
spread disregard by corporations, and
by corporate managers and directors, of
their own best interests as sharehold-
ers. We have seen signs of this already,
in terms of much lower participation in
the voting process than we’ve ever wit-
nessed in our 31 years as proxy proces-
sors. We have also witnessed higher
than ever numbers of votes being with-
held from certain directors - even when
there is no formal recommendation
against them from proxy advisory
firms. 

Clearly, smart companies will want to
try to stay better-connected with their
investors, and to do their best to restore
a sense that their interests are tightly
connected, and to restore the level of
trust that most of us used to take for
granted.

We are specialists in Employee Plan vot-
ing, as you know, and here too we think
that smart companies will make special
efforts to stay connected to their
employee voters. Many employee-own-
ers are at least as disillusioned, and as
distrustful as outside owners are, and
some are a lot more so. 

Especially important to note, the “mathe-
matics” of proxy voting will change dra-
matically in 2010 – not just with the loss
of the “broker votes” that were always in
favor of management positions, but
because the really angry voters will
always vote while, as noted, the disillu-
sioned or “unconnected” voters are vot-
ing less and less often. So employee votes
– which really should be in your favor if
you have done your job right – will be
more critical than ever to round up.
  
And this brings me back to technology,
which should really be our very best
friend when it comes to “staying con-
nected”. 

We need to be sure that the technolo-
gies we employ will expand connectivi-
ty, and will be welcoming to share own-
ers, and will meet their needs and
improve their levels of involvement and
participation in the voting process –
and, above all, not be “turnoffs”. 

So, as I said earlier, there probably is a
need for process re-evaluation at many
companies. And certainly, if the goal is
to stay closely connected with share-
owners, the need for public companies
and their key suppliers to stay connect-
ed – both in terms of systems and pro-
cedures, but more importantly in terms
of culture and “approach” – is more
important than ever before.

####

Need to do a better job of
rounding-up, consolidating and
tabulating employee-plan votes?

Need to get employee-plan partici-
pants to give instructions pronto, so
you can tabulate the results and
submit everything in the nick of
time…and where there’s no room for
mistakes? Say to enroll in a new plan,
or to participate in a tender offer?

Got another kind of “breaking event”
to deal with in a rush?

Need to mix, match and merge files,
but find them in a mess?

Expect the best…but sorry,
don’t expect our mascot,
Pepper to come to the phone.

When you need to pull a 
rabbit out of a hat…

Call Ellen Philip at 
Ellen Philip Associates, Inc.
Tel: (212) 807-0477

“Smart companies will
want to try to stay

better connected with
their investors....and

do their best to restore
a sense that their

interests are tightly
connected.”
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By John Carney, Unclaimed Property Recovery
and Reporting, Inc.

Continued on page 56

Recent developments have underscored
the value of “staying connected” to
shareholders in an attempt to prevent
escheatment or preserve the immunity
granted by states when a corporation or
its transfer agent escheats securities to a
state as unclaimed property.

Case law and state unclaimed property
official mandates indicate businesses
must not only insure that due diligence
is performed but may have to take addi-
tional measures to perfect that process.
The time and expense required to take
these measures may cause businesses to
consider alternate approaches.

THE DUE DILIGENCE REQUIREMENT
Most state unclaimed property laws
include a requirement that the business
holding unclaimed property (called the
“holder”) make a last ditch attempt to
contact the owner.  Commonly, the
requirement is that the holder send a
letter to the “owner” at the last known
address in the holder’s records.  Usually
the law requires that the letter include
specific information, including how to
contact the owner, and that the letter
be sent within a specific period of time
prior to the state’s reporting deadline. A
few state laws require holders in certain
industries to advertise the unclaimed
items in a newspaper in an effort to

contact the owner.

During the past few years, states have
taken steps to insure that the due dili-
gence requirements have been met
and/or to insulate the state from liability
to the owner if it is not.  The result has
been more burden and potential liability
for holders.  This heightened attention
to due diligence was sparked by a law-
suit called, Taylor v. Westly, filed in a
California federal district court.1 On
June 1, 2007, the District Court issued a
preliminary injunction that prohibited
the California Controller from accepting
any unclaimed property (i.e., cash and
securities) until such time that the
Controller could devise a regulatory
scheme that would afford owners ade-
quate notice prior to the state taking
their property.  The District Court, echo-
ing the Ninth Circuit stated, “It is
clear……..under the presently existing
scheme, California does not give consti-
tutionally adequate notice before
accepting or taking title to property, or
selling, converting to cash, or destroying
property under the UPL.”  The plaintiffs
had argued that their rights under the
Due Process Clause of the US
Constitution had been violated. 2

The preliminary injunction was dis-
missed on October 18, 2007 by the

District Court after it reviewed informa-
tion from the California Controller. The
Controller detailed the changes made in
state law in August (Senate Bill 86 -
2007) and the additional appropriations
that now permit the Controller to make
reasonable attempts to notify owners
prior to property being reported and
remitted.  The main case is pending
before the District Court.

In October, 2007 an official of the
California Controller’s office testified
before the California Senate Govern-
ment Organization Committee indicat-
ing that there was a need to make busi-
nesses more compliant with the
California Unclaimed Property Law
(CUPL).3 Specifically, the official noted
that the CUPL includes a provision that
relieves the holder of liability upon the
payment or delivery of the property to
the Controller and that the Controller
would like to change this provision so
that only holders that have complied
with the CUPL, particularly the due dili-
gence provisions, would be relieved of
liability with respect to the property.  

On October 11, 2009, California
Assembly Bill 1291 was signed into law
by the California Governor.  The opera-

“Escheat Due Diligence:
The Value of
Staying Connected:

© November, 2009 „Staying Connected‰ PAGE 55



tive language in the enacted legislation
states:

“Any person who pays or delivers
escheated to the Controller, under
this chapter and who prior to
escheat, if the person’s records con-
tain an address for the apparent
owner, which the holder’s records
do not disclose to be inaccurate,
has made reasonable efforts to
notify the owner by mail or, if the
owner has consented to electronic
notice, electronically, in substan-
tial compliance with Sections
1513.5, 1514, 1516 and 1520, that
the owner’s property…… will
escheat to the state, is relieved of all
liability to the extent of the value of
the property so paid or deliv-
ered…..”4 (emphasis added).

(Note: Most state unclaimed property
laws contain a “release of liability” provi-
sion similar to the California provision
prior to the enactment of California
Assembly Bill 1291.)

The revised California “release of liabili-
ty” provision is somewhat consistent
with a July 16, 2009 California Supreme
Court decision,   Azure v. I-Flow5.  In that
decision, the California court upheld an
appellate court ruling that if a holder
fails to perform the statutorily required
due diligence on property that it has
reported and remitted,  the statutory
release of liability provision does not
apply to the holder. 

In this case the plaintiff, Azure Limited,
had purchased about 95,000 shares of I-
Flow Corporation stock in 1990.  In
1993, Azure learned in 2003 that I-Flow
had transferred its shares to the
California Controller’s office as escheat-
ed property.   Azure attempted to claim
the stock from the state of California in
October, 2003.  At that time, State offi-
cials informed Azure that it might not be
able to receive the stock but instead
might receive the proceeds of the sale
of the stock.

In November, 2004, Azure discovered
that the state had sold the stock in June
2003 for $4.62 per share.  Shares of
Azure stock were selling for $17.72 per
share at that time.  Azure then sued I-
Flow claiming breach of fiduciary duty
and noted I-Flow’s failure to follow the
California due diligence requirement.
The trial court ruled in favor of I-Flow’s
claim that it had immunity from suit. I-
Flow’s claim was based upon  a provi-
sion in the California statute that says
that a business that delivers securities to
the Controller “shall be relieved from all
liability of every kind to any person…
for any losses or damages resulting to
that person by the issuance and delivery
to the Controller ”6.

In its opinion, the California Supreme
Court stated: 

“Although section 1532, subdivision
(d), does not specifically refer to the
notice requirement of section 1516,
subdivision (d), the UPL, as a whole,
makes clear that the corporation
must not actually deliver stock to
the Controller without first comply-
ing with the notice requirements.
This means the stock is not actually
escheatable until the notice require-
ments are satisfied.  Indeed, the
notice provision would be meaning-
less if corporations could ignore it
and still receive immunity for their
actions.” 7

I-Flow’s failure to perform the statutori-
ly-required due diligence was key in the
Court’s determination.

The California Supreme Court decision
in Azure was issued after the California
appellate court decision in a case called
Vondjidis v. Hewlett Packard, 85 Cal.
Rptr. 3rd 806, (6th App. Dist., Nov. 25,
2008) in which the California appellate
court stated that: 

“The immunity provided to corpo-
rations by section 1532, subdivision

(d) does not extend to a corpora-
tion that transfers property to the
State even though it knows the
location of the property owner.”8

In Vondjidis, the shareholder was an
employee of Hewlett Packard (HP) that
was on assignment in HP’s Athens,
Greece office.  Mr. Vondjidis purchased
HP shares through the employee stock
purchase plan and provided his Athen’s
home address.  It was HP’s policy to
send dividend checks to office address-
es for employees on overseas assign-
ment and therefore, sent Vondjidis divi-
dend checks to that address.  In 1978,
Vonjidis left HP employment leaving no
new address upon termination even
though HP policy stated that it was the
employee’s responsibility to do so upon
termination.  Twice, HP sent a change of
address form to him but the forms were
never returned.  Vondjidis’ dividend
checks continued to be sent to the HP
Athens office.  For four years, he
received the checks through this office
but the checks were never cashed.
Later, that office closed and Vondjidis
had no more communication with HP
and received no more dividend checks.
In 1993, the dividends and shares were
reported and remitted to the state of
California. In 2001, Vondjidis became
aware of the escheatment of his shares
and sued Hewlett Packard in 2003, con-
tending that HP knew his whereabouts
and failed to perform due diligence.  HP
claimed that it was immune from suit
under the California Unclaimed
Property Law’s immunity provisions. 

The question of immunity also was ana-
lyzed in a recent Delaware Supreme
Court (DESC) case.  The United States
District Court (USDC) for the Southern
District of New York requested that the
DESC answer four questions relating to
the Delaware Escheat Statute.  The ques-
tions arose in a pending lawsuit in the
Southern District of New York, called
A.W. Financial Services v. Empire
Resources, American Stock Transfer

Continued on page 58
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Selecting and Managing Service Providers

Group Five assists issuers in managing all aspects of transfer agent 
and stock plan administration services. Whether your task is to 
evaluate and contract for services or to better manage existing service 
levels, Group Five has the knowledge and experience to help ensure 
that issuers receive the highest quality service.

Group Five
consulting services

To assist issuers Group Five will:

Develop a customized RFP to 
accurately represent your needs

Evaluate vendors who are right 
for your company

Document evaluation analysis 
and selection rationale for 
delivery to your management 
team

Negotiate on your behalf with 
honesty and purpose

Secure a fair and balanced 
contract

Ensure full compliance and 
service delivery

We will confi dently guide you 
through the entire service provider 
evaluation, selection, contracting 
and management processes. 

•

•

•

•

•

•

Managing service through 
satisfaction research

We have developed effective 
measurement tools and processes 
to provide you with objective, 
accurate information to support 
your decision-making. Without 
objective satisfaction measurements 
it is diffi cult, if not impossible, to 
effectively evaluate and monitor 
actual service. We can show you 
how your service compares to 
the industry and trends over time. 
With this information you will be 
immediately equipped to effectively 
manage these vital services.

Group 5 provides the information 
you need to manage your service 
delivery by understanding how 
satisfi ed your customers are and 
why. You will have information on 
service quality to make informed 
decisions. Access to this information 
enables you to fulfi ll your fi duciary 
responsibility with the highest level 
of confi dence. We help you do your 
job better.

Evaluating, selecting and 
contracting for services

Our research and experience 
uniquely qualifi es us to assist 
issuers with evaluating, selecting, 
and contracting with service 
providers. As the acknowledged 
experts in the industry we assist 
our clients in fulfi lling their fi duciary 
responsibilities by selecting and 
contracting with the most effective 
and effi cient vendors. We are 
committed to providing high-quality 
personalized service with integrity, 
reliability and results. 

Telephone: 609.924.4554                                                                                                                     info@groupfi veinc.com



Company and Affiliated Computer
Services, Inc.9 In this case, the plaintiff
alleges that its shares were escheated to
Delaware in violation of the Escheat
Statute, breach of fiduciary duty, breach
of contract and negligence. 

One of the questions that the DESC was
asked to answer is which immunity sec-
tion of the DESC applies to the escheat-
ment of securities; Section 1203 (a) or
1203 (b).  On September 15, 2009, the
DESC answered that only Section 1203
(b) applies to securities escheatment
and that a defendant must assert this
immunity as an affirmative defense and
prove that it acted “in good faith” in
delivering the securities to the state.
The main case is pending before the
USDC.

ANALYSIS
The cases mentioned above trend
toward strict compliance with state due
diligence requirements and  emphasize
a holder’s responsibility to maintain a
connection with shareholders in order
to avoid exposure. 

Further evidence of the states’ renewed
emphasis on due diligence is the new
language on some states’ report cover
sheets.  The new language requires the
business to attest that it has complied
with the due diligence requirements of
the pertinent state statute. 

At least 12 states now include language
like this on their report cover sheets.
The Virgin Islands goes so far as to
require the holder to file an affidavit
stating that the holder has complied
with the due diligence requirements of
the law.10

The implication for issuers and transfer
agents is that implementing or enhanc-
ing procedures designed to prevent
escheatment may be the best answer for
avoiding exposure due to alleged
wrongful escheatment.

One such procedure would be quick
follow-up contact with shareholders
after one mailed item (i.e., dividend
check, proxy statement, etc.) or one
emailed item is returned as undeliver-
able. In some instances this follow-up
may include database searches for a
better address and a subsequent mail-
ing, phone call or email.  Following up
soon after one returned item will most
likely cause a greater number of “recon-
nections” with shareholders as the
tracking trail will be shorter. 

Waiting until the shareholder must be
tracked due the SEC’s lost securityhold-
er 17Ad-17 regulation may make locat-
ing and reconnecting with the share-
holder more difficult and less success-
ful.  Further, database searches for bet-
ter addresses and/or the sharing of
employee-shareholder address informa-
tion between issuers and transfer
agents may forestall situations like that
of the Vondjidis case. 

CONCLUSION
Staying connected with shareholders
has a distinct value to issuers and trans-
fer agents. 

First, most state unclaimed property
laws require due diligence for items
that are not claimed or cashed and
therefore, some attempt to reach out to
“disconnected” shareholders must be
performed to be compliant. 

Second, preventing shareholders from
becoming “disconnected” saves time
and money in annual unclaimed prop-
erty reporting and “reconnection” may
forestall exposure due to shareholder
lawsuit.

Finally, providing evidence of enhanced
attempts to stay connected may
squelch liability by permitting the
issuer/transfer agent to effectively
assert immunity in a shareholder law-
suit. 

Disclaimer:  The information herein is pro-
vided for educational purposes only.
UPRR is not liable for any penalties, dam-
ages or costs that are incurred by any indi-
vidual or organization that relies upon the
information provided.  Readers are urged
to contact their legal counsel to deter-
mine the complete details of statutory or
regulatory requirements and/or the
impact or applicability of court decision to
them or their organization.

NOTES:
1. Taylor v. Westly, No. Civ. S-01-2407 WBS GCH (U.S.Dist.
Ct. E. D. Cal. June 1, 2007).  This decision was based on
a decision and remand by the United States Court of
Appeals for the Ninth Circuit.
2. Taylor v. Westly, No. Civ. S-01-2407 WBS GCH (U.S.Dist.
Ct. E. D. Cal. June 1, 2007) at pg 7. 
3. California Code of Civil Procedure, Section 1560 (a)
4. Ibid., in pertinent part and as amended by enacted
California Assembly Bill 1291 (10/11/09). 
5. Azure Limited v. I-Flow Corporation, California
Supreme Court , Slip Opinion No. 164884 (July 16,
2009)
6. California Unclaimed Property Law, Section 1532 (d)
in pertinent part. 
7. Azure v. I-Flow at p. 9
8. Vonjidis v. Hewlett Packard at p. 11
9. A.W. Fin. Serv., S.A. V. Empire Res., Inc., 07 Civ. 8491
(SHS) (S.D.N.Y. 2008).  
10. Virgin Islands Code, Title 28, Chapter 29, Section
658 paragraphs (e)(3) and (g), respectively. 

Unclaimed Property Recovery, Inc.
(UPRR) Shareholder Location:

For information about innovative,
comprehensive services designed
to locate and “reconnect” with
shareholders, contact John Carney or
Bob Irvine of Unclaimed Property
Recovery and Reporting, Inc. at
212-971-3333, ext. 11 or 12

email:  jcarney@uprrinc.com
or birvine@uprrinc.com

UPRR
When experience counts
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The Shareholder Service OPTIMIZER interviews
Nick Nichols, Executive Vice President

Continued on page 60

The OPTIMIZER:To many of our read-
ers, Venio will probably sound like a
totally new kid on the block. Tell us
about Venio and how it came to be.

Nichols: Most of your readers will know
us from when we were SMS Vanacore, a
very successful team of unclaimed
property experts in the securities indus-
try. Something they may not know is
that we were also affiliated with a firm
named Jaisan, a major provider of aban-
doned property services to the banking
industry. Combined, we’ve been provid-
ing owner location services for over 45
years.

Early this year, private equity investors
DFW Capital Partners made a major
investment in us, and merged the two
firms under our new name, Venio. DFW
veteran Michael O’Donnell came on
board as the new CEO to oversee the
big expansion, but the rest of our team
stayed in place. Since I know you’ll ask,
Venio comes from the Latin invenio,
which means to find or discover, and
that is our core expertise.

The OPTIMIZER:You mentioned a big
expansion; what, exactly, has been going
on at Venio this year?

Nichols: In 2009, we’ve invested over
$500,000 in technology alone. We built a
fully-encrypted environment on all of
our servers to assure that all confiden-
tial data is secure.  This includes the
installation of the RSA Security Suite of
Products, secured Firewalls and other
industry leading solutions.

Because of the large number of financial
industry clients we serve – our data
security has always been very strong.
But over the past year or so, financial
institutions, and issuers too, have been
raising the bar considerably. What used
to be a few questions in an RFP have
now become 100 questions or more
about data security, and we wanted to
be certain that Venio has the strongest
possible answers. We also believe that to
be successful, we need to exceed what
our banking and other financial services
industry clients have in place in their
own shops. 

Honestly, I can’t think of any data that is
more sensitive – and that could cause
major problems for issuers if something
were to go wrong – than data about
shareholders. 
Our data security systems have become
a major competitive advantage for us. 

Another great thing about this invest-
ment is that it gave us the processing
power to quadruple our volumes and
work seamlessly in a totally secure envi-
ronment from each of our three office
locations. 

The OPTIMIZER: How has your new
approach been working out so far?

Nichols: It’s been great. Our client ros-
ter has increased dramatically, and as a
result, we have increased our staff by
30% this year.

The OPTIMIZER:Tell us about your
three locations, and exactly what you
do in each one.

Nichols: Our site in Folsom, California,
is where we do our advanced research
on what we call the “hard-to-find living
people.” These are people who simply
do not show up in normal database or
credit-bureau searches. They may be
international shareholders, minors or
beneficiaries of a trust, or even corpora-
tions where routine searches will not
find them. When we locate these hard-
to-find shareholders we send them let-
ters inviting them to properly identify

VENIO
“Our goal is unparalleled 

service for our clients and 
their shareholders.”
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themselves and update their addresses.
There is no charge to them for this serv-
ice, and there is no solicitation by Venio
to sell shares. These efforts are also com-
plimented by outbound calling, which
helps us increase results.

Our New York office is our headquar-
ters.  In this location, we have a dedicat-
ed team of experts that works to resolve
the proper ownership of the deceased
accounts.

Our team is phenomenal at identifying
legal claimants and working directly
with them.  It’s very important to note
that you have to be experts here. You
need to prove beyond a shadow of a
doubt that the people who claim to be
the heirs really are legally entitled to the
funds.

Along with our California and New York
offices, we also have a full-service site in
Salt Lake City, Utah. This is where we
handle the bulk of our compliance, mail
handling and reporting. 

The OPTIMIZER:There seems to us to
be quite a few companies in this space;
many of them that are barely on the
radar screen at all, until, that is, some-
thing goes awry.  Any thoughts about
this?

Nichols: It is fairly easy for a company to
get into this space and to resolve all the
low-hanging fruit. But it requires a lot of
work and expertise to locate people
that do not show up in basic, routine
searches. 

There is also a tremendous effort that
goes into properly resolving a deceased
account.  Our approach is to do all the
work to ensure the most accounts possi-
ble get resolved. This requires a lot of
personal hand-holding along the way. 

There is always a big personal compo-
nent if one wants to complete this
process the right way. Once we find the
legal claimant, he/she will always be

working with the same Venio represen-
tative. That representative will be
responsible for the matter from start to
finish. That same representative will
always be available by phone and E-mail. 

You can’t have a mass-production men-
tality. Not long ago, one of our reps flew
to Chicago to personally take an heir to
her bank to get the medallion signature
that was needed. This is the quality of
service we provide.

The OPTIMIZER:What are the kinds of
things that you think issuers should be
asking before they hire a firm? 

Nichols: First, there are a few competi-
tors similar to Venio that have been deal-
ing with the complex living and
deceased account owners for a distin-
guishable amount of time. 

There are, however, quite a few new-
comers to the location business. My
question to them is, ‘If you haven’t been
doing this for a long time, how are you
suddenly an expert?’ This kind of expert-
ise is not developed overnight.

Next, I’d look at the kinds of internal
controls and data-security measures that
need to be in place. I would urge poten-
tial clients to look very hard at this.
Venio has SAS-70 Type II reports for all
three of our locations, and we meet ISO
level data security requirements. 

I would also tell potential clients to con-
tact one of our current clients. Our serv-
ices are only as valuable as our clients
deem them to be. We believe our past
track record and client referrals are a
major strength for us. 

The OPTIMIZER: So, what makes Venio
different?

Nichols: Quite frankly, we’ve changed
the game. Venio’s not charging living
shareholders or soliciting owners to sell
shares; however, we’re locating more
shareholders and reducing escheatment. 

 We believe that running a database
search is simply not enough for success.
Our dedicated research team locates
people and ensures that their accounts
are updated – no strings attached. While
this unit is a pure cost-center for us, it’s
a tremendous value added to our clients
and their shareholders. 

In addition, we know that many compa-
nies have received negative feedback
when shareholders complain about pay-
ing a fee.  Our programs avoid this risk
completely, while dramatically increas-
ing response rates from shareholders. 

Our services are very good for issuers.
We allow issuers to clean up their share-
holder records and stop paying to main-
tain accounts for deceased owners. Also,
we help to insulate issuers from com-
plaints and claims that they have failed
to do enough to find the real owners.

Nick Nichols is an Executive Vice
President of Venio

He can be reached at 212-764-8600
E-mail: Nick.nichols@venio.com
   

###
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Q:  This year and next seem to be years
of major regulatory change and reform. Is
your Team prepared?

Katie: Yes. One of the important things
we learned early-on is that to be success-
ful in our business you have to be actively
involved with industry committees, with
regulators – and with the regulatory
process. 

On the subject of Tax Cost-Basis
Reporting, for example – which is the
most pressing industry issue these days –
we have been very active in the STA
Committee devoted to this, and have met
with the IRS, Treasury, and with brokers
and other agents on a regular basis. You
also need to keep the investors’ perspec-
tive very much in mind here too, and I do
think that the various industry groups
that we work with have been very much
together where this very tricky subject is
concerned.

Another thing that has helped enormous-
ly is Wells Fargo’s Government Relations
Group in Washington, which always keeps
an ear close to the ground, and helps us
keep a very good dialogue going with the
IRS and Treasury staff members that are
still shaping the fine details of the rules
and regs. 

Deb: We also benefit from Wells Fargo’s
“enterprise level” of attention on regulato-
ry issues. We have a retail brokerage busi-
ness, a custody division, corporate trust, a
mutual funds business, and a large corpo-
rate tax division. We can and do bring a
very wide variety of perspectives into
play to be sure that all of us – regulators
included – will see the “big picture”.

Q:  What changes do you think will be
most impactful to the market?

Katie: The Cost-Basis rules will have the
biggest impact short-term and the “trig-
gers”, making final comments on the rules
– and implementing them – will be very
short it now seems. The SEC has also
promised that new Transfer Agency Rules
will be put forward toward year end, with
a plan for gradual phase-ins. 

Another big set of issues – and a very
important set to issuers, I know – is “over-
voting” and “empty voting” – along with
shareholder education and a review of the
“proxy plumbing system” as a whole. I am
on the Corporate Action Board of SIFMA,
and it is worth noting that proxy process-
ing and voting matters are now viewed as
“corporate actions” – which gives them a
greatly increased level of importance.

   Deb: A related set of issues that we deal
with now – and that will be increasingly
important over time, revolves around the
increasing globalization of securities mar-
kets. We are ready.  This year we handled
the US’s largest IPO to date in which dis-
tributions were sent to shareholders in
nearly 120 countries. Today, with access to
Wells Fargo’s enterprise, we have the abili-
ty to wire dividend payments to share-
holders in over 150 countries in more
than 30 currencies.

Katie: We also expect to see more global
“reorg deals” – and here, numerous unan-
ticipated and never-before-seen “wrinkles”
arise all the time. Securities really need to
be totally “portable” internationally, but
many times, unless an expert team gets
involved, as we saw in a deal last year,
they are not.

Q:  I know that Wells Fargo takes particu-
lar pride in its internal control systems
and its overall compliance perspective.
What do you think clients and prospects
should know about this?

Katie: We have created a very strong risk
and compliance culture here at Wells
Fargo Shareowner Services. We monitor
all of our key activities and have an ongo-
ing focus on risk management that comes
into play whenever there are procedural
changes, new regulations, new products
and services, new technology solutions
and technological upgrades. It is impor-
tant to note that we take an “enterprise-
wide approach” to risk management and
to data security issues, and to business-
continuity planning as well. So yes, while
we have our own internal compliance,
testing and implementation people, we
are also subject to a very extensive enter-
prise-wide testing and reviewing process. 

Q:  What goals do you have for the
Shareowner Service business over the
next couple of years? And, in particular,
how do you plan to ensure that client
needs will be met…in the way that
clients expect them to be met?

Deb: Our number-one goal with respect
to our clients is to help them, and to
guide them through the many changes
that are looming. We listen to our clients:
to understand their goals and their partic-
ular needs.We then apply our group's
extensive experience and knowledge to
bring them leading solutions. This
approach helps us satisfy existing clients
and is bringing us new ones.

Our goal with respect to our business is
for continued growth. Last year we
opened a new state-of-the-art call center
close to our operations center, and an
office in New York City. We are making
significant investments in technology
solutions to meet ever-changing client

Wells Fargo Shareowner Services
An interview with...
Katie Sevcik
and
Deb O’Donnell

Katie Sevcik, right, Senior Vice President and Head of
Operations, Product Management and Project

Development  and Deb O’Donnell, left,
Vice President and Account Management Manager
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and shareowner needs.  And we tap into
the many large bank resources available to
us, including large print/mail facilities, for-
eign exchange and international ACH
capabilities, brokerage trading platforms
and technology resources second to none.

Q: Can you give us a few more examples
of how you help your clients keep up
with change?

Deb: We have regular  service reviews
with our clients. This is where ‘listening to
the client’ is first and foremost on our
agenda. But we also fill clients in on indus-
try or regulatory developments and try to
give some guidance on exactly what it
might mean to them. We have our annual
Client Conference, of course, and this
year, we added two client seminars, one in
New York and one in San Francisco. We
have a quarterly client-newsletter, and
also, we update our clients regularly as
things change. 

Q:  How do you ensure that shareowner
needs are met? And do you see these
needs declining or increasing as the world
seems to get more automated all the time?

Katie: Many years ago, when I first
became active in the industry and work-
ing on initiatives with other agents,
issuers, brokers, and DTC, I learned to
keep the group focused on shareowner
needs by constantly reminding them to
“keep your shareowner hat on”.  Later, a
colleague from a company in Houston
gave me a big ten-gallon hat and told me
to never lose that focus. I try always to
remember this philosophy.  I think of this
as our biggest challenge. Our guiding phi-
losophy here is to be sure that sharehold-
ers can always do business with us effec-
tively and efficiently – using the contact
method that works best for THEM. 

Deb:  Most individual shareowners still
like to reach out by telephone – if, that is,
they can reach a real person, without
delay, who can understand their issue or
their problem, and get to the root of it. So
our call-center, and the kind of training we
provide, and the kind of monitoring that
we do is exceptionally important to us.
Getting to the root of things is especially
important to us. We train our reps to ask
questions, and to use the information they
have – both on their screens and in their
heads – to make sure the shareholders’
actual needs will be fully anticipated, and
fully met. But many people prefer the web
– and many still prefer to write a letter –

and, guess what, we have at least 100
walk-in shareowners a month.

Q:  Your group talks a lot about client
longevity. What do the statistics looks like
– and what do you do to make clients
want to stay with Wells Fargo?

Deb: We have two clients – actually our
two first clients – that have been with us
for 80 years. We have 25 clients with 20 or
more years, and 160 clients with 10 or
more years. 

What makes them want to stay with us?
We think it’s mainly our people. We have a
lot of employees who have over 25 years
with us. We have a lot of “second-genera-
tion employees”. Our people know each
other.  And they like each other.  They like
working as part of a team - and it really
shows. 

When we talk to our clients, the things
they say most often are, “I can always
reach someone I know…If my regular
contact is traveling, or out the day I call, I
know one or more of their associates.
Specific people are dedicated to me and
to my company. I never feel as if I’m in a
‘pool’ of clients.” 

Q:  Wells Fargo continues to add new
business at a very robust rate. How are
you absorbing the growth?

Katie: Our goal has long been to have
steady and robust ‘organic growth’. Our
growth has accelerated recently as compa-
nies respond to our unmatched service
model.  This year has been the first year in
memory when a number of clients moved
their business to us during the proxy sea-
son. This was a wonderful vote of confi-
dence in us, and in our “on-boarding
team”.  We have ample capacity in our
operations center and in our call-center –
where we also benefit from our ‘enter-
prise-wide’ functionality – and, most
important, we have excellent bench-
strength to handle growth.   

Deb: We have also made some excellent
‘strategic acquisitions’ of people with high
levels of service-skills and industry expert-
ise – in San Francisco, Pittsburgh, New
York and in Arizona, for example.  As you
can see, we’re not only absorbing growth
– we’re ensuring that each of our clients
will receive only the highest level of serv-
ice.  And we keep investing in this prom-
ise.  We executed a large-scale server
refresh, continue to enhance workflow

systems and are developing new web sites
for shareowners and clients. We’re excited
to share the benefits Wells Fargo’s leading-
edge technology has to offer. 

Q: Any closing thoughts on things that
clients and prospects should know about
Wells Fargo, and its Shareowner Services
business? What do think differentiates you
in the marketplace most of all?

Katie: Our combination of people, experi-
ence, technology and large financial com-
pany resources allows us to provide an
unmatched level of service quality to our
clients and their shareowners. We provide
the high touch service of a small provider
and the operational and technology capa-
bilities of a large one. Regardless of how
big or small a client may be, they can
expect the same high level of service
from us. Our team shares certain very spe-
cific values; persistence, consistency, deter-
mination, operational expertise, commit-
ment to excellence and delivering a con-
sulative approach. 

Deb: Another very important thing to
note, this commitment comes straight
from the top of our organization. Check
out our short video of Wells Fargo’s CEO,
John Stumpf, at www.taswitch.com – who
will tell you that “Wells Fargo Shareowner
Services is a cornerstone product of
Wells Fargo.”

For more information about Wells Fargo
Shareowner Services, or to take a tour,
simply email Katie at 

kathryn.j.sevcik@wellsfargo.com

or Deb at 

deborah.odonnell@wellsfargo.com

“Wells Fargo
Shareowner Services

is a cornerstone
product of

   Wells Fargo.”

John Stumpf, Wells Fargo CEO 



Not every transfer agent shares our passion for 
providing you and your shareholders with the best  
care. Switch now and get the award-winning service 
you deserve. You make it happen for your company.

Our professional team delivers global reach without 
losing sight of the individual shareholder. Combine 
that with industry experience, customer-driven 
technology and unmatched audit controls, and
you have everything to gain.

Conversion of shareholder records?
We’ll handle that with precision too.

Call Karri Van Dell at 1-800-767-3330
to make the transfer agent switch.
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We know a fair share about serving shareholders
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Put Your Plans in a Specialist’s Hands.

We’re a valuable resource to have in your corner. As inde-
pendent tabulators, we’ve been part of the shareholder services
community for 31 years. Our principal focus is on employee plans,
not only on regular pass-through voting but on processes associat-
ed with non-routine situations, such as proxy contests, tender
offers and other corporate actions. You’ll find we have a blue-chip
reputation, that we’re flexible and responsive, and that our prac-
tices are set to the highest standard.

We work hand in glove with plan trustees, administrators,
record-keepers, transfer agents and proxy solicitors. We’ve been
through the mill. We understand the detail of the process and are
quick off the mark. We help in planning. Our procedures have
withstood challenge over time and meet the highest standards of
corporate governance. Ours is a flexible, tailored-to-your-situa-
tion service that includes whatever you need in document devel-
opment and printing and mailing, also a state-of-the-art system
for telephone and Internet delivery of voting instructions, togeth-
er with online, real-time tabulations and reports.

In a different context we develop telephone (IVR) and Internet

self-service facilities for participants in employee investment and
benefit plans, including interactive features and multi-lingual
options. Applications include:

� Plan enrollments/benefit updates.
� Beneficiary designations/changes.
� Investment, contribution and deferral elections.
� Grant option acceptances.
� Fund transfers/allocations.
� Surveys/questionnaires.

www.ellenphilip.com
For more specifics visit our website

or contact Ellen Philip.
e-mail: ephilip@ellenphilip.com

Phone: (212) 807-0477

134 West 26th Street, New York, NY 10001
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