December 11, 2008
Dear President-Elect Obama,
Congratulations on your election. We are writing to respond to your invitation for input
on the kinds of changes needed in your new administration.
As investors, investment managers and advisors, we appreciate the range of urgent
challenges that your administration will face as it takes office, first and foremost to
stabilize the financial markets and get the economy back on track. We believe that
greater disclosure in the financial markets and strengthened shareholder rights are among
the elements that can contribute to the development of a sustainable economy. All
investors need better tools to assess corporate risks and more effectively participate in
corporate governance, and we look to your administration and the Securities and
Exchange Commission to facilitate such reforms. We are writing to urge you to work to
restore one element of investor disclosure within the first hundred days of your
administration, specifically the right of investors to propose and vote upon resolutions
asking a company to evaluate how specific risks may affect the company’s business.
From the creation of the SEC in 1934, it has been recognized that investors stand in a
unique position to monitor the companies in their portfolios, and to guard against certain
risks to stock price, and to society, by encouraging responsible decision-making by
management. We strongly encourage you to strengthen the ability of investors to play this
important role, by both increasing the obligations of public companies to disclose data on
their social and environmental performance, and by strengthening the role of shareholder
resolutions in addressing these issues.
In particular, we believe that restoring the ability of institutional investors to use the
shareholder resolution process to probe companies on certain areas of investment risk is
an important initial step. These include the kind of credit risks associated with the
mortgage crisis, as well as an array of environmental and social issues which we believe
may have large financial implications, e.g., climate change and product toxicity.
On October 23rd, Alan Greenspan testified before Congress on the subject of the current
economic turmoil. The Wall Street Journal highlighted a quote from his testimony that
struck many commentators as critical to understanding the situation we find ourselves in
today. Mr. Greenspan stated that it had been his assumption that companies' “ability to
assess risk and their self interest would protect them from excesses.” This assumption has
been shown to be false. As your administration addresses these challenges, it is our belief
that shareholders are in a very good position to help companies evaluate risk.
Unfortunately, for the last five years, the SEC has gradually been closing the door to
important shareholder concerns. Shareholder proxy requests that had been allowed in
previous years asking for better disclosure of financial risks to companies have been
stymied.

We strongly encourage actions by your administration to reverse a pattern of recent SEC
staff decisions that have been closing the door to important dialogues between
shareholders and management.
The SEC has disallowed many shareholder resolutions that ask companies to disclose the
financial implications of an array of environmental, community, public health, and
human rights concerns and issues. The staff has categorized such issues as “evaluation
of risk.” See SEC Staff Legal Bulletin 14C. While that bulletin expressly targeted
resolutions on environmental issues, the new prohibition on risk evaluation resolutions
has been applied to a wide array of issues. Within the past year the agency even struck
down a proposed resolution at Washington Mutual asking the company to discuss its
potential financial exposure as a result of the mortgage securities crisis.
The adoption of this new bar on resolutions requesting “risk evaluation” represented a
significant departure -- disregarding the reasonable and principled approach that had
governed at the SEC for decades, and replacing it with a radical interpretation of the
rules. The result has been to limit shareholder resolutions to questions about the impact
that companies are having on society in general, excluding vital questions about the
impact that any of these issues may have on the company’s future finances.
Institutional investors, especially those that hold long-term stakes in the
marketplace, have expressed interest in being able to monitor the financial impacts that
various issues pose on their portfolio holdings. This necessitates various public policy
responses, including the adoption of standards for reporting of environmental, social and
governance issues in corporate reports. It also merits a re-examination of the manner that
the SEC has applied the ordinary business exclusion, to better secure shareholders'
fundamental right to submit proposals that focus on significant issues confronting their
portfolio companies. To that end, we look forward to working with your administration
to develop a larger policy framework to address these needs.
We recognize that in the early days of your administration you will be focused on shoring
up the economy and helping to restore consumer confidence. As part of your strategy we
urge that you help us to correct decisions that have undermined our ability to use the
shareholder resolution process to probe these issues on a company by company basis.
The existing Securities and Exchange Commission decisions block shareholders from
filing certain shareholder resolutions in fulfillment of our fiduciary obligations. For
instance, it has become apparent that many companies knew about the potential financial
risks posed to their companies by toxic chemicals in their product lines. However the
disclosure of these issues is seldom made in existing corporate financial reports.
Resolutions that would have addressed this type of risk through the proxy process are the
same resolutions that the Securities and Exchange Commission staff chose, arbitrarily
and without justification in law, to exclude. We believe that effective disclosure of these
issues through the proxy process can lead to better anticipatory action by corporations
such as the control of greenhouse gases and the development of safer alternative
materials.

Strong leadership from the White House as well as Congress can aid in encouraging the
SEC to retract the staff-created prohibition on resolutions that ask companies to evaluate
the financial impacts of identified issues. This can help to strengthen the ability of
investors to play an important role in monitoring our portfolio companies and
encouraging effective, socially responsible, corporate management. We urge you to ask
the Securities and Exchange Commission and relevant Congressional oversight bodies to
reexamine these issues within the first hundred days of your new administration.
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