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1t is a problem of the insurgent to equdliZe_:rr;Eansagement’s‘mi‘t‘ia‘l big head
start, Management can generally rely on the vote of almost all’ he existing
stockholders since the “American investor habitually. signs ‘man agement’s proxy
almost without reading"it’,“e_ifen'th‘oku‘gh, (a) the insurgent’s plans and action may
be in the best interests of the sj;(}ﬁikhdlfders;"an’d_ (b) the new group, to evidence

its faith in its plans and peoD e 'fs‘prepafédftqﬂpumhas{e”m‘illions of dollars

in stock and expend tremendous ‘stms in connection with the expenses of acquir-
ing control fo improve the security valu

2 ¢ to imy he s The insurgent must use his own funds.
Heé and his volunteer workers recéive no salaries for long difficult work. Manage-

ment can use the corporate treasury and receive salaries during the fight. It can
also use the -corporaté_:empl;oyées‘jt()'help‘ its cause, | R e
The bill calls for the’ insurgent to reveal all £ his plans to management. These
plans can be very valuable. Under ‘the proposed legislation, management can
claim the plans, or.a ‘modification ‘thereof, as its own, defeat the insurgent,.
and never Carry ut, thereby, preventing new people ‘with new ideas from

ijec‘ti‘ﬁ'g the affairs of ‘the public company.

actively proceeding with

Although the instrger
holders, management Will, do €V
from getting ‘control. HE
In a football contest is.one tear
ydvance of the ga

ief i

of the other team in

neficial for the company and its stock-

ything Wit:pjh‘,ifts power to stop j:he_'msurgent

mpelled to give its playbook to the coach

2 Is this a way to conduct the contest?

_At some point in a ‘corporation’s’ life, changes should be made which can
benefit the SbockhOldeféi.’Dbes‘“*c@rrupt or inefficient maangement have, the right
to run down 2 .cgmpany,duripg its tenure and wnot.pxpase'ibself to 1oss of control
and positions? L O e o b st ;
-1 subimit that the job of the ijr\nsfurgent’is\treme\ndolls and can result in sub-
stantial benefits to, the stockholder of a company which is the subjéct of a proxy
contest. T point to the few successful ones in the past few years: U.S. Smelting,.
Sunshine Mining, Penn-Dixie. L s e :

'1.do mot intend here to, letail all of the ways in which & management could.
défeat an insurgent once it knew that ‘control ‘was in jeopardy when the in-
surgents reached 10% of the stock. The ways are myriad ‘and management’s
ingenuity endless (with ‘corporate funds) in preserving its own power, even
though it may have limited managerial competence. . .

The cqrporateproxy:,ﬁ‘,jt, starts the football game. with management ahead
90 to 10, and the insurgent is on his own 10 yard line. The proposed legislation
then compels the insurgent to give his secret plays to the ‘management and to
grant management mionths to watch the insurgent in practice, time to break up
the insurgent team and cut off the sources of supply from the training table.
Obviously, no ﬂbptball.coaeh'Wduld“ga}ke on the, job of coaching the insurgent

team under these conditions. If you wish by legislation to end proxy fights, then
~ this legislation should do it. 1f you wish to. give incumbent management the
green light to do anything with corporate assets, this will do it. If you wish
to keep vested interests perpetually vested, this will do it. ‘ ‘ ;
Certainly, most investors who have held their stock through a proxy contest
have benefited by virtue of the work, efforts and money of - the ingurgents.
Managements haye no monopoly _on:doinfg;right, The scale should be somewhat
balanced so the ihsurgent has a chance. R PRSI A
Passing this' legislation will - stop the flow of new ideas into ‘corporations
from the outside ‘through proxy fights. I ‘doubt if any gelf-respecting ‘attorney,
after examining the signiﬁeaneév"of‘ the proposed legislation, would in his pro-
fossional judgment advise 4 fcl;ient,wh‘(},;see‘ks control of a . public company
through @ Pproxy contest .to proceed to purchase stock on the open market. The
risk ‘is too great to justify the }dommitment.of time, money and effort.. This new
legislation would effectively eliminate any possibility of success.
“Consequently, ‘the proposed. bill should not be enacted into law, or subsections .
(1)—(4) to be added . to Section 13 of the Securities Exchange Act of 1934, as
contained on line 6 of page 1 to line 22 of page 5 of 8. 510 should be limited
to tender offers and invitations for tenders. ‘ o

I trust that these views are helpful to the Comm

: , ittee and I am glad that I,
have had this opportunity of expressing them. AT, L




