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Cox

Chairman

The Honorable Christopher 

U.S.SecuritiesandExchangeCommission

100 F Street, NE

Washington,
DC20549 

Dear Chairman Cox: 

As the sole Uduciaryfor the $75billionNorth Cirolina pensionplanand a memberofthe NYSE 
Regulationboard,I am uniquely concelnedaboutcorporategovernanceissuesthat have 
incieasinglycome before the Q-ommissionTwgof.lhemost important issues currently under 

areuninstructedbrokervritingand access to {he proxy.One of the shareholder'sconsideration 
greatestrightsand responsibilities is to vote for directorsat each company'sannualmeeting. 
6oth uninstructed brokervotesand limitations on proxyaccesshave significant impactson a 
shareholder's to choose directorsability 

The current NYSE Rule452,which allows.brokers to cast votes for uninstructedsharesin 
routinematters,underminesthe rightsof shareholders and skews vote tallies in favorof 
management Brokersoftentimesdo noi shaie the interests andeconomicrecommendations. 
incentives beneficialownersin making decisionsondireclors.TheCommissionof a company's 

mattersshould support revisionsto Rule452 that designatedirectorelectionsas "non-routine" 
and that protecttherightsof shareholders the directors them.to choose who represent 

Therecentdirectorvote at CVS/Caremark is a strong example of how brokervoting can impact 
the results in directorelections. Accordingto company reports, directolRoger Headrick 
received57 oercent of the votescast at theannualmeeting. However, accordingto calculations 
by an invesiorgroup,if uninstructed brokervotes were not included withinthat tally Headrick 
would only have rec€ived 43 percentof the votes cast. UnderCVS rnajority-vote rules, 
Headrickwouldhave been forcedto resign at that time 

The CVS/Garemark wereconcemed rolein merger negotiations shareholders aboutHeadrick's 

and about his possiblerolein suspiciously{imed 
stock option grants.AlthoughHeadrickhas 
recentlytenderedhis resignation, the process should have been resolvedwhen the 
sharehtldersvotedat the annualmeetingagainsthis re-election. Further,theunderlyingissues 
were. not fully resolved by the resignationof Roger Headrick, and I would urge the SEC to 
concludeitsinvestigation withexpediency.intopossiblestockoptionsback-dating 
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The Commissionhas also been considering revisionsto Rule 't4a-8. I havebeen deeply 
involvedin the proxyaccessissue, and I believe lt is importanlthat revisions to Rule 14a-8 
clarifythat shareholders regardingprocedureshavethe right to submit proposals for nominating 
or electing directors. Longterm shareholders,like the Nofth Carolina pensionfund,use 

proposals governanceshareholder to encourage corporate reformsat companies in which they 
invest. Because of the way such funds are structured, it is not always possibleto simply sell 
holdings and walk away from a company when reforms are needed. lt is thus vital that 
shareholdershave the abilityto puttheir concerns and other owners before management for a 
vote,andtherebyencouragebettergovernanceat these companies. 

This is particularlyimportantin the realm of director elections. The Second Circuit Court of 
Appeals,in the AFSCME v. AIG case, reversed an SEC decisionthat had allowedAIG to omit 
from its proxystatementa proposalconcerningthe processesby which directors could be 
nominated. Following that decision, the North Carolina Retirement Systems and other 
institutionalinvestorsfiled a similar proposalat HewlettPackard (HP)thatgarneredstrong 
support. Despite the 2nd Circuit's decision and the strong support for the HP proposal,the 
Commissionhas not clarified its positionon proxyaccessproposalsfor nominating directors. 
The Commissionshould take this opportunityto make it clear that they will support 
shareholders'rights and draw up an amendment thatprotects abilityshareholders' to submit 
proxyaccessproposalsto a voteofthecompany'sowners. 

Followingthe House FinancialServicesCommitteehearingon June 26, 2007, it is clear that 
there is signifiCant in resolving to these interest these issues. Thankyoufor yourattention 
matters,and I look forward to supporting SECproposalsthatprotect rights.shareholder 
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