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DearChalrmal Coxr 

Theregulatioaof tho proxy processia a firodameltal activity of tbe 
Com.olssion,Tbo Senate Coo.mittee oaBaddng and Currencyin its Roport on tle 
FedsralSesuritieeExchangn Act of 1934 diecuesedthe importance of proxiessld eaid 
"[i]n orderthat the stockholder may haveadequatoknowledgeas to ttre maunsr !o 
whlch bls intorestsarebeing served" it is eesential tlat he beenlighteued not only as 
to the finaaclal condition of the corporation,but also aE to thEmaJorquestiousof 
poliqywhich are decided at stockholders'Eooti!96" (April rz, 7Sg+,pa1s72), 

As Menbers of tha United Statee Senate CoEEitt66 onBanlCng, Housing ard 
Urban A.ffairs, we feei that sherehoidars' right to plaoetheir proposals on ttre proxies 
of tle pubilc compaaiesttrey owa i6 Exhemely important. It beneftts both 
sh$ehoidersandtho publlc companias thay own, 

Shareholdorsare the owlers of a publlc comparaya:rdhave a rigbt to 
rneadngfully pariicipate la alecringdireotorswithout rlotrlag aa r:ndue cost of a 
soparatap,rorysolioitation, It is or$ view that sha$holdere ehouldcontinueto have a 
right to proposeI procedue for elootirg directorsundar the curront CornmiSSiotr 
shareholderproposalproceeeandshould havo a right to nominate altorEedvo 
directorsto lhoeeeeloctedby rnanagsloent, 

Accordingly,we aresubmitting to you our comnstrts on the proposalsset forth 
!a CommisslonReleaeeNo.34"56100,lC-27913,FiJ€ No, S7-tB-o7 EndCon^uiesior. 
ReleaseNo,34-56161,IG27s14, FilB No , S7-17-07,whicbrelateto th6 proxyaccers 
ald tls shareholder proposal procees.Iu our view, tbe cuneat procaosa!.d rulss 
shor:ldbe malutnirred andneitl€s proposalshor:Idbo adopted, 
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SHAREHOT$ERACCESS 

It is our Judgmentthattha securities lrarkotssrrd toves.to$ would, best be 
eervedbyad,optingnonew rulo at tbis timei ihe commissionehouldnot adopt eith,er 
oftbeproposals,Iaetead, shordd to malie tlo Commission allow shareholdars 

proposalspursua.otto its cu$entrules and the siandardsset forth in ihe dscisior of

theUnttedStatesCircultCourl ofAppeals lor the SecoudCircult inArnerican

Fgderationof Stat6, Coun{ V Municipal Employees, Employeospmelon plan v,
Ama canlnternafronalGroup,46zE.sdt?i (Zd Ctu,20bBtTheCourfsrrr'lin8

clarlfledthat, alsent a courolsslor restatomoDt
ragardtngihoapplicatioa of tie rules,
tbe current Gorsntesionrules allow lnvestore to fiIe prop-osals forreiatedto a procese
providiagshareholderacceesto tle corporatef,roxyitatement for lnclusion in their 
companies'proxymatorlals.Permitting&e post-AIGstatusquoto ooutlnue woultl 
protectshareholders'existing rlghts, whichis sj1 tmFortaatconcideratloa,Tbls 
approachcould ertrarce dhector performanoeaqd;akg dlrector! more qttentivato 
lnvosiorconcomeandvalues, 

Wa aote that theQpmmlssi6ai4 1g26, wheo it Iast ameudedthe substance ol 
the shareholder proposslrule at lssuE, statedthatthe rule permittedsharoholdsr
proposalsregardiagtheproceerfor electing dlrectore. We ieliave thtsis the 
appropriateinterpretati€E_of Circuit Court ofAppaals,lo lts theruIs, The Second 
reviowofthisruletnAFSCMEv, AIG, obsenred; 

The1976 Statement clearly reflects the viewthatthe electioa exclueion ie 
limltedt,o shareholder propoealsusod to opposs solicitatioos deallug wlttr an 
idsntifiedboardoeat in an upcomirg olecdonand reJects the eoq,ewhat broadgr
l"ntergretationtbattbe_elecdos_axcluiion proposalsapplieeto,sharaholder tLat 
wouiil instltuteproceduresmaldngeucholoction contests morefLeiy. 

The Commle eion halil ibis poeitionforslxteenyeara,uatll the stas of tbp Divtsiot of 
corporationFlnsncsreversedlt tn a no-action letterllx t9g0 for r€aEonstLatit chosa 
notto djscloce.TheSecold Clrcutt Court of Appeale in.{.FFCMBy,l{IG stated tha 
"SEGhasnotprovidednorto our knowledge hai it or the Dlvislonaverprovided 
reasons.forits cha:rgedpoeitiouregardlngtheoxoludabilipofproxyacceeabylaw
proposals." 

TheCourt also saidtbe Commtsslon Lasa duty to $Elain ito departr:refiom
prigrugrmBa:rd we agree.It Ie advlgablethat the Comltlssior requhe the staff to 
r-EairtaitrabElslarsnt record and to explaln materialchangeril agency
iaterprotationsthey make in tlB no-aotion procsss.Tho inrplemeatadon ald 
mgyto{ng of ruch a poltcyis neceesary topreclud.eauypeiceptiouofstaff 
arbibari[sE6or favoritism towards certaln proponents orthelr rspreEa[ta$ves, 



--

a-

If the Commjssioa decldesto consider tle propored chaugeeto the existinc 

ragulatory_scheme, roi.ttil, ,r­we encourago thoroughrulem'akiig,on tnit-a"d 

Ereatsisniflcanc€,we feel theCor-isslpr rgruld proiaed onty "tu.,

complamentofComsrissionere,Accordingly,wedo not beUeve "ft; 

iG;;fuIi-

tlat olareUofau accegsrulas nsed to bo completed in tl'nefoi the 200g proxy saason.It is better tofornulatea ruls that ie veftedthoroughrywith ail rnteriatedpardasead s"uiecito * dacision-uakingby flve commissionJrsihar to rasurv 

"onpiei. 
* n".r ,,rrJl*' 

somohave speculated vrd[adoptaaew rurs for t]e z00B tlat the commiasion -
Inoxysgasotrandreconslderotbarproposalsngxt ye8r. we thhk such* oi-acdonwouldbedisruptiva,couldtiad to havtngpubiiccompantes "o*r" 

i! twoyears,nrrrgrsntregulatory€chemes a:rdisnot advisable. 
complywith tlrae 

. If tbs commieeioE, howover, proceods with rulemaking, -*we fEeI that It should 
rejectthepropooalin 3s1s.mSb,g+b6161vyfuig!vreuldelr#not".har66id;-
accese wouldshipehareholders, Ttis proposal oftheir rrghts as thu .omp*v;wn - ---mtoproposeamoaduenlscotrcerDir.g for sharer"otae" ;ftle procese

ot"ector6'It would unilermlnelBgitimats "o-t"aui;
effortsby long-tern investorswhoeeek'­have meaniagful electionsof corporate dhectorsclarge?with prote"tr:oftlorr 

-- to 

int€restsnndinveshents.rnour viaw, theexclusiou"containedh nutei+a+ritrat

shouldbalimltedtoproposalsthatrolatotoafJdo"]ar Blr-A;;;;;i;rff*'*'

calldldate6. 

t{!te_C9mmi99iorproceadsrvit}, rulemaking, lt ts also oux view thatthe
No,g4-s6160prolosarur Rerease includosownorshipthregholdsalodaddl{onal 

$.::Py-r ry:dslons rhatarE excosstve. We fsel thait shar.miao p"op"rrf, ut"ot
noTj!:tioa procedureearseimilar la ratureto shareholalei pioposals:.To_9tor ofcorporata.gwernance.Shareholders 

oa 
ijlj:.y,p.:t, wantirgto exejcioitba rigbt to uuuareDylawamendne[tEcollcsmrngdirectornomloailonsshou]dnot facehiqhEr
budleetlar shareholdere seerdngto riitiato other corpot-tr go"u**.;;i;"gT.-' 

r'le requirea or_--- ,3r pnoposed that a proposalbo submittad by a shareholder grouptuatown8moretbanfiveparcantofa re$shaut's stockiE oider to bE included 
in the pro:cy, whichwouldetrecivelyba"mosisharehoidersfi;n ;;. fiG;;.hproposals.sincsaD $rsdtution haaa duty to diversifyitsporfottq theleveiof ti 
[oldtngg_m1gyo]recompetrywouldbereiativelyr-itt'"ia i*ogiaent to neei this threshold,Thts thxeshotd should be eliminated, 

Thiepr-oposalalsowouldrequire additional discloetuesby ttre shareholdersor 
ryhoofiereuchproposals,sroqn_s we viowtbeEsas excessive. while sh€reholdere 

needto kEow morefuformatioaaboutthosewhoo!1'[ more tha:l 5% of ihe stockof a pubucc-ompanyand ttroee wbo arE nominatedto flll a eeat ontheboard, they donotDaed.t0k40wa6 nuch infomationabout thoee who propose aprooedurefor changing 
tle methodof eleotlng a diroctor, Tho proposal ttsetfir iot a pioxy cortagtard th; 

­
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proponentwho offerslt maylot 6veointend to useth6 right to proly accessFurther,lf thereareseveraLshareholders 
httnrelf. 

paperworkwould be oonsiderablaa:rd,lr 
who 

"r, 
i.iri"e il _rit";'i6;il"*1, th; 

our vieri, o.r"rurur. 

NON.BINDINGPROPOSAI,S 

_ Theshareholderproposalprocassle au inportaot tool for tnteregted sharoholdersto comrn'nicalte mao.gs' .;;f,oEer snarahota.r. about Issuestley_owo.piecatorysignificaatto the compaaies"'iti shar;;il;rl;6;;il;fi-r#""
corloratoaccountability,Overthey.ars,precatoryproposatsnavecg_uedatt€rrdotrua.uagemenfs to irneortanllesuisinvoliriig executivecompensatiol,6enrli6f5ofinterest,boardcomposition, Somepropoeals 

labor,U"mai andoth6rsub;ec-ts,have pro'''.pted managemeqt "ieht, orplui,l#Eii n1r*"officidisto r*ci?.r"r.r 
enltsncs.d.corporatediaolos're, govemame aodaccount"liUty,*ai"r;;*fid#"
potenilallawzuits,enhancodcorporatereputadonaadimprovaaratad.onswrth
customsrsorotlor consdtuants.


Tte Comnlesionaeksdforcommentabouttle poseibllityof elLminattns thecu*ont.co'mi'eionp_rocess non-uinoigshatehtra*pr"pJr.ii,Ti:.o{consideriag

step,if taksn,woulddeprivetbe owncrs ofp"blic conl?lies ofan essential
sh$ehoidefrtghtdemocradc tospeuktoeaihoth.t, s'il". mosteharohorders
uuableto attendshereholdermeeuogsin G;";E; ilb ie ths solemearsto

are

comnunlcate ry aEroupandwith nilag;maot andt'[eboarddwinq the v6r.­
luru.Bnnore,.sinceprecatorypropo_salesrenon_bindhg,thelreltm;i'atioi to- theprory Eflvesto muzzle ile sbareholdersqndirsulatedanagemeltfiom vrewsoltie
ovmoreof the comppniosthey naanage.


., . .W. aredeepJyconcernedaboutthepoteaflalof the Commissloato uadsrmire theabilityof shereholdare to-rarseprecatoryp"o*yptop*ar em a"ri.", rt -o"rTT"
inadvlsableard dieruptrve.precetorysharehola.'riroio*rr ilt,op;rtfii;; f;
ravestorsto communrcate ritt nanJcanrniand-.ith iJci otu*. we feerthatthe
curre't processworksreasonablywall,is predictable a,'atearoiaauu, si,*eiorJ.rs
shouldcootinueto have iherigdt tr d"ilili. p;;;;;; srd havethe benefit oftre
commlsstonstaffa participado-n aldiotonrouo-Jio'turpro..rr, This shourd!.otbe coonred, 

. . TI: Gom-mrssron for subnittiacahasaskedfo,rcn'ment on the requirementeproposal.The cuneut-requiroment shareholder thata shalllill-ii*i worthofstockforat leasr iii'Jilif'at,io 
oneyterha;b6oniuph;; i;;ftrJt;;: hii;hi;i'-'--"iaflatlonwhichha&occu$ed,it ts d opirio4&ritt r""ia *ti,tuoa or irrr"urr shareholdor schemetouomri lroarsuv[e i-olru or the eto"kaproposel

shareboldermuatovmto have hrror no p*po*iioJoa.i r" tl. proxy, In additron, 
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it is our view that ttreinterestsof shareholders wouldnotbsundulyimpeciedif the

holdingpertodware modestly extendedalso.


q8xslrotps 5'oRREsuBMrTfrNGpRoposALs 

Thecou.rnlssionhasalsogollcltedcomrasrriou whethar ttro voting tlreaholds 
forroaubmlttingrerolutioneshoulil be lacreaeed by 100% to z0O%, ftom ftquhing 
39b,8% afi, X0%of the vote in the fire t, second and third yearof i,nboduod6n 
respectivelyin ordor to be eligiblefor resubmissionin thd folowtogyear,to 10%, 
7696 ar.d 20% of, ttre vote, It ls unclear to us that thereiE a compeili"! neid to do-tnis 
or thatthecu:reutthresholdcirapoeeanuadueburcienonpub[c codpelles, 

The releagE does not idaotify the economicormatheuaticalarralyeiethat may 
haveled tbe commissionto congidsr tho tbesholds to tO%,is%afi z0?o.increasing

wouldbeparticularlyimportantto lustifydoublJrrgor tiplilg thelucl.al 3nat_ysfgutresaold,6,Irl tb.e abEBtrcB it seeE8 djfflcult to predictttreof suchanalysis,

of ttre propoaodchanges
,c.oosjsueEo6! ortojusflfyit, ws fssl it would be prudentfor 

thecommissionDotto congidar changiry iheeetf,resholdsprior to perforningsuch 
qaslyJt9,ln addidou, we observa that the magnitude of tba proposedincroasa-ofthe
thresholdsis 100%-200%,whichwithout evident aaal.ysist6 sulport it eeems 
exheEe. 

ELEqTR0MCFOR(M 

Tha Commiesion aeks fol sornment on an elecbonic sharehold,er fonr:n to 
enlancE communlca{on betwsenshareholders arrd maraEenant, while this ideahas 
o""l 1ua suppiement to shareholder propoealsand other-existing right6,ws do not 
soetlls as a subeff,tute for the precatory ehareholdorproposal process. The ourrsnt 
prccesgr6$rir6s a focueed a[d struchued diecusslolof igguee eqd cal]6 for a eoeclflc 
vote, An elecbonlc bulletin board or chat roomwouJd not provide these ss.Ed 
fisciplinss or provide the eame focused guldanceto rnaug6ment as shareholder 
proposala. 

CONCTUSION 

We ask the Commisslonto proceedwith thorough a:ralysisaail exhame caretr 
Ite regulatiol oflha sharoholder pioposal procese in or?er to frotect the righta of -sharehold€re andpromoteeflectivegovernanceof publlc comlanias, 
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Thaukyou for congideringthac€ vi6rr6, 

Slncereiy, 

Q,,0*,\\-{Y\

GhrisiopherC.Dodd 
Chairmaa 
Comuitta^e.on Baaking,Houeiag

endUrbanAfalrs 

Subcommitteeon Securitisp,
InEurancaandlovestment 

"meSuboommltheonEinancialInrtihrtiore 

Q-m_$,,"-,

Chatrman 
SubcoumltteeonHoustng,Tlarosportado[

andCommunityDevelopment 

d^rr;rt\>&*rL 
DanielK. Akale 
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