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U.S. Securities and Exchange Commission i
Division of . . &J

ivision of Corporation Finance
Office of Chief Counsel
100 F Street, N.E.

Washington, D.C. 20549
Re: Shareholder Proposal of Bazile R. Lanneau, Jr.
Ladies and Gentleman:

. We submit this letter on behalf of our client, Britton & Koontz Capital Corporation, a Mississippi
corporation (the “Company”), regarding a shareholder proposal the Company has received from Bazile R.
kanneau, Jr. (the “Proposal”) for inclusion in the proxy statement and form of proxy to be distributed to
the Company’s shareholders in connection with its 2006 Annual Meeting of Shareholders (the “2006
Proxy Materials”). The Company hereby notifies the Securities and Exchange Commission (the
“Commission”) and Mr. Lanneau of its intention to exclude the Proposal from its 2006 Proxy Materials
for the reasons set forth below. The Company respectfully requests that the staff of the Division of
Corporation Finance of the Commission (the “Staff”) confirm that it will not recommend any enforcement
action to the Commission if the Company excludes the Proposal from its 2006 Proxy Materials. The
Company expects to mail its 2006 Proxy Materials to shareholders on or about March 24, 2006.

Pursuant to Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), enclosed for filing with the Commission are six copies of (i) this letter, which includes an
explanation of why the Company believes that it may exclude the Proposal, (ii) the Proposal (including
the cover letter enclosing the Proposal) and (iii) all other correspondence between the Company and Mr,
Lanneau regarding the Proposal. Also, in accordance with Rule 14a-8(j), the Company has mailed a copy
of this letter and its attachments to Mr. Lanneau, informing him of the Company’s intention to omit the
Proposal from its 2006 Proxy Materials.

The Proposal

A copy of the Proposal is attached as Exhibit A hereto. Mr. Lanneau initially submitted his
proposal by letter to the Company dated November 22, 2005, a copy of which (including all attachments)
is attached hereto as Exhibit B. By letter dated December 2, 2005, attached hereto as Exhibit C, the
Company notified Mr. Lanneau that it believed that his proposal violated Rule 14a-8(c) in that the
Proposal actually set forth two shareholder proposals. By letter dated December 7, 2005, attached hereto
as Exhibit D, Mr. Lanneau submitted a modified Proposal. The Proposal, as so modified, is as follows:
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RECOMMEND: Request that the Board take all steps necessary to adopt simple majority
voting (majority of votes cast) for all matters submitted for shareholder approval (except
where a larger vote is required by law), including the elimination of the 80%
supermajority voting requirements contained in B&K’s Articles of Incorporation.

Mr. Lanneau also submitted a statement in support of his Proposal, a copy of which is included on Exhibit
A hereto (the “Statement in Support”).

Reasons for Exclusion

The Company believes that the Proposal may be properly omitted from the 2006 Proxy Materials
pursuant to Rule 14a-8(c) and Rule 14a-8(i)(3).

/. The Proposal may be omitted because it violates Rule 14a-8(c).

Rule 14a-8(c) provides that a shareholder may not submit more than one proposal for a single
shareholder’s meeting. Pursuant to Rule 14a-8(f)(1), a company may exclude a shareholder proposal that
violates Rule 14a-8(c), but only after the company has given the shareholder notice of the rule violation
within fourteen days of the company’s receipt of the shareholder proposal and the shareholder has failed
to cure the defect within fourteen days of receipt of the company’s notification of the violation. The
Company’s letter to Mr. Lanneau dated December 2, 2005 timely notified Mr. Lanneau that his Proposal
violated Rule 14a-8(c). Mr. Lanneau submitted a revised proposal within the required time period. Mr.
Lanneau’s revisions, however, were purely cosmetic and, as explained below, did not remedy the
Proposal’s violation of Rule 14a-8(c). Thus, the Company may exclude the Proposal from its 2006 Proxy
Materials.!

The Staff has on numerous occasions allowed a company to exclude a shareholder proposal that
contained multiple proposals. See, e.g., AT&T Corp. (February 19, 2004), and Compuware Corporation
(Juiy 3, 2003). Furthermore, a shareholder may not avoid the one proposal rule by submitting multiple
unrelated proposals couched as a single proposal. The Staff has consistently taken the position that
substantially distinct proposals may not be considered a single proposal for purposes of Rule 14a-8(c),
regardless of the form of the proposal. See, e.g., American Electric Power Co., Inc. (January 2, 2004)
(proposal framed as one amendment to the company’s articles and/or by-laws actually amounted to four
proposals and could be excluded); and Palitin Technologies, Inc. (October 1, 2003) (company permitted
to exclude proposal which, although phrased as a single resolution, requested that cumulative voting be
implemented and that directors be elected annually).

Notwithstanding the fact that it has been framed in terms of a single recommendation, the
Proposal violates Rule 14a-8(c) because it consists of two separate proposals. The Proposal recommends
that the Board of Directors of the Company (the “Board”) take all action necessary to establish that the
approval of only a majority of shareholder votes cast on a matter is required for a matter to be approved.
The Company’s Restated Articles of Association, a copy of which is attached as Exhibit E (the
“Articles™), currently set forth supermajority voting requirements for the approval of specified actions.2

! For the remainder of this letter, references to the “Proposal” shall be deemed to refer to the Proposal as revised by Mr, Lanneau in his letter to
the Company dated December 7, 2005,

2 For example, Article Tenth of the Articles requires the vote of 80% of the outstanding shares of the Company to remove a director from office;
an 80% vote is similarly required to alter, amend or repeal Article Tenth.
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In effect, the Proposal is a proposal seeking to lower to a simple majority the approval thresholds for the
coverad actions.

The Proposal also implicitly contains a second proposal. Section 79-4-7.28(a) of the Mississippi
Business Corporation Act provides that directors of a Mississippi corporation are elected by a plurality of
the votes cast by shares entitled to vote in the election of directors, unless the company’s articles of
incorporation provide otherwise. The Company’s Articles do not contain a provision altering this
plurality vote requirement. If the Board were to follow the recommendation set forth in the Proposal, not
only would the Board undertake the actions necessary to eliminate any supermajority voting requirements
set forth in the Articles, but it would also take those actions required to ensure that the slate of directors
nominated for election are approved by a majority of the votes cast. In effect, the Proposal sets forth a
second proposal seeking to raise to a simple majority the threshold for approving the directors nominated
for election to the Board. Thus, the Proposal is effectively two proposals — one to lower the Company’s
voting requirements to a simple majority threshold for those actions that currently require greater than a
majority vote (the “Majority Vote Proposal™), and another to raise the Company’s voting requirements
with respect to the approval of the slate of directors nominated for election (the “Director Election
Proposal”). Being two proposals, the Proposal violates Rule 14a-8(c), and the Company may exclude it
from its 2006 Proxy Materials.

In certain circumstances, the Staff has taken the position that multiple proposals will be deemed
to constitute one proposal if they relate to a specific, unifying concept. See Securities Exchange Act
Release MNo. 12999 (Nov. 22, 1976). For example, in AT&T Corp. (April 10, 2002), a shareholder
submitted a proposal asking the company to require separate votes on matters presented for a shareholder
vote in any future restructuring involving the creation of a new corporation. Since the different facets of
the proposal all related to the “unbundling” of matters presented to the shareholders, the proposal was
deemed to constitute one proposal. See also Computer Horizons Corp. (April 1, 1993) (proposal
recommending that the board modify or terminate each contract, plan or arrangement which would
significantly disadvantage potential buyers of the company related to the single concept of eliminating
takeover defenses and was thus one proposal). Furthermore, the unifying concept must be narrowly
focused. In Palitin Technologies, Inc. (October 1, 2003), the shareholder proposal recommended that the
board of the company implement both cumulative voting in the election of directors and the annual
election of directors. The company argued that these two issues were sufficiently distinct such that the
proposal was actually two separate proposals, and the Staff concurred in this view,

Unlike the shareholder proposals at issue in the AT&T Corp., Computer Horizons Corp. and
Palitin Technologies, Inc. letters, the Proposal does not relate to a focused, unifying concept. The concept
underlying the Majority Vote Proposal can aptly be described as the elimination of the Company’s
takeover defenses, as the only provisions in the Company’s Articles that require a supermajority vote of
the shareholders are those that are designed to provide the Company with flexibility when responding to
an unsolicited takeover attempt. The Director Election Proposal, however, clearly does not relate to the
elimination of takeover defenses. Indeed, if the Director Election Proposal were implemented, unsolicited
takeovers of the Company would likely be made more difficult since a higher vote would be required to
replace incumbent directors. In the Company’s view, the concept underlying the Director Election
Proposal relates to the election of directors rather than the elimination of takeover defenses. Furthermore,
the Company believes that the implications of requiring majority voting on matters such as a merger with
a shareholder owning ten percent or more of the Company’s common stock, as the Majority Vote
Proposal would require if implemented, are vastly different from the implications of requiring majority
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voting for directors; as the Director Election Proposal would require if implemented. Thus, a concept
such as “majority voting” is far too broad to allow the Proposal to be viewed as a single proposal.

As the above discussion explains, the Proposal submitted by Mr. Lanneau is in fact two separate
proposals. On this basis, the Proposal may be omitted from the Company’s 2006 Proxy Materials
pursuant to Rules 14a-8(¢c) and 14a-8(f)(1).

2. The Proposal may be omitted because it violates Rule 14a-8(i)(3).

Rule 14a-8(i)(3) allows a company to exciude a shareholder proposal if the proposal or the
statement in support of such proposal is contrary to any of the Commission’s proxy rules, including Rule
14a-9, which prohibits materially false or misleading statements in proxy materials. In numerous no-
action letters, the Staff has permitted a company to exclude a proposal on the basis of Rule 14a-8(i)(3).
See, e.g., Procter & Gamble Co. (October 25, 2002) and General Magic, Inc. (May 1, 2000). Even if the
Staff does not agree that the Proposal is actually two proposals and thus excludable pursuant to Rules
14a-8(c) and 14a-8(f)(1), the Statement in Support violates Rule 14a-8(i)(3) to such an extent that the
Company may exclude the Proposal from its 2006 Proxy Materials.

A. The Proposal and Statement in Support are Vague.

The Staff has indicated that a shareholder proposal may appropriately be excluded where the
shareholder proposal and supporting statement, read together, are “so inherently vague or indefinite that
neither the stockholders voting on the proposal, nor the company in implementing the proposal (if
adopted), would be able to determine with any reasonable certainty exactly what actions or measures the
proposal requires.” Division of Corporation Finance: Staff Legal Bulletin No. 14B (September 15, 2004)
(“Bulletin 14B”). See-also Dow Jones & Company, Inc. (March 9, 2000) (a proposal may be excluded
when it is so vague that the actions taken by the Company in implementing the proposal could be
significantly different from the actions envisioned by the shareholders). The Company believes that the
Proposal and Statement in Support, taken together, satisfy this vagueness standard.

As discussed above, the Proposal would, if implemented, require not only that the Company
eliminate supermajority voting requirements in its Articles, but also that the Articles be amended to
provide for majority voting for directors. Despite the two consequences of the Proposal, neither the
Proposal nor the Statement in Support mentions, much less discusses, the implementation or effects of
majority voting for directors. The Statement in Support solely focuses on the perceived necessity to
eliminate the Company’s supermajority voting requirements. Shareholders voting on the Proposal will
have no idea that their votes may effect a significant change in the method by which seats on the
Company’s Board are filled.

Furthermore, implementing majority voting for directors requires far more than simply amending
the company’s charter to provide for a majority vote. For example, a company must determine whether
the najority vote requirement applies only in uncontested elections or if it also applies to contested
elections. Additionally, a company must determine the consequences in the event that fewer directors
receive majority votes than there are vacancies on the company’s board. Neither the Proposal nor the
Statement in Support provide any guidance whatsoever regarding how majority voting for directors is to
be implemented. Therefore, even if a shareholder were able to ascertain that the Proposal recommends
that the Articles be amended to require that the Company’s directors must receive the approval of a
majority of shareholders to be elected to the Board, the Proposal does not give the shareholders or the
Company any instructions regarding what actions must be taken to implement the Proposal. The majority
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vote procedures that the Company establishes if the Proposal is implemented could be drastically different
from the procedures envisioned by shareholders voting on the Proposal (to the extent the shareholder
grasped the full consequences of the Proposal).

The Proposal, if implemented, would require the Company to adopt majority voting for directors.
Since neither the Proposal nor the Statement in Support disclose this consequence (much less provide any
details regarding how the Proposal should be implemented), the Proposal and Statement in Support are
impermissibly vague. Thus, the Company may exclude the Proposal pursuant to Rule 14a-8(i)(3).

B. The Statement in Support is Materially False and Misleading.

A shareholder proposal may be excluded or modified under Rule 14a-8(i)(3) if “the company
demonstrates objectively that a factual statement is materially false or misleading” or if “substantial
portions of the supporting statement are irrelevant to a consideration of the subject matter of the
proposal.” Bulletin 14B. There are a number of instances where the Statement in Support is materially
false or misleading or contains irrelevant information:

(h The second sentence under the caption “Background” in the Statement in Support states
that the Company’s shareholder approved. supermajority provisions in the Company’s Articles in the
1980°s when the Company was formed as a holding company of its subsidiary B&K Bank, N.A. This
statement is objectively false and materially misleading. The supermajority provisions that the Statement
in Support refers to are found in Articles Seventh, Tenth, Eleventh and Twelfth. Although Article
Seventh was part of the Company’s Articles when it was formed in the 1980’s, the remaining three
Articles were adopted by the Company’s shareholders at the 1996 Annual Meeting of Shareholders held
on May 16, 1996. Thus, it is clearly false that the supermajority provisions in the Company’s Articles
were adopted in the 1980’s, and this portion of the Statement in Support may be excluded.

This portion of the Statement in Support also renders the remainder of the paragraph under the
caption “Background” materially misleading. The final two sentences of the paragraph assert that the
supermajority provisions in the Company’s Articles are no longer beneficial to shareholder interests
because the Company is different from when the supermajority provisions were originally adopted.
According to the Statement in Support, the reasons why the Company is different are that it is now
publicly traded and it has over 1,000 shareholders. The Company, however, registered with the SEC in
1993 under Section 12(g) of the Exchange Act in connection with the Company’s merger with Natchez
First Federal Savings and Loan, approximately three years prior to the date when Articles Tenth, Eleventh
and Twelfth were adopted by the Company’s shareholders. Also, as of August 14, 1996, the Company
had 543 shareholders of record. Thus, when the shareholders adopted Articles Tenth, Eleventh and
Twelfth, the Company was, in the Company’s view, little different than it is today, at least based on the
Statement in Support’s explanation as to why the Company is different. The Statement in Support will
mislead shareholders into believing that the Company has experienced more drastic changes since the
date when the majority of the provisions in the Company’s Articles that contain supermajority voting
requirements were adopted. Thus, the Company may omit the final two sentences of the this portion of
the Statement in Support.

) As discussed above, the final sentence under the caption “Background” in the Statement
in Support states that “B&K is a different company and these formerly protective measures [i.e. the
supermajority provisions in the Company’s Articles] are now detrimental to shareholder interests.” In
addition to this statement being materially misleading for the reasons set forth above, this statement is
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materially vague. The statement is written as an assertion of fact, without any supporting evidence. Even
if the statement is viewed as Mr. Lanneau’s opinion, however, there is no explanation as to what is meant
by “shareholder interests,” the meaning of which is essential to ascertaining whether the supermajority
provisions in the Articles are actually detrimental to shareholder interests. The Company cannot discern
from the Statement in Support whether “shareholder interests” is meant to refer to all possible interests a
shareholder may have in the Company or some subset thereof. Under the same caption, the Statement in
Support provides that the shareholders approved the supermajority provisions to protect against unwanted
takeovers and to ensure that a fair price was received if a takeover were to occur. Perhaps these
motivations are what is meant by “shareholder interests.” If so, then the above-quoted language is
objectively false, as the fact that the Company is publicly traded and has over 1,000 shareholders has no
effect on whether the Company can avoid an unwanted takeover or receive a fair price in a takeover. The
supermajority provisions remain beneficial to shareholder interests.

Alternatively, perhaps “shareholder interests” is meant to cover a shareholder’s short-term or
long-term economic interest in the Company. The Company believes that this articulation of the meaning
of “shareholder interest” also renders the subject statement objectively false. In a 2004 study
commissioned by Institutional Shareholder Services, Inc., a well-known advocate for certain corporate
governance policies, researchers found that provisions allowing shareholders to approve a merger or
amend the company’s charter or bylaws with only a majority vote negatively affected, in a statistically
significant way, a company’s return on equity, net profit margin and dividend yield. See Lawrence D.
Brown, Ph.D., and Marcus L. Caylor, Corporate Governance Study: The Correlation between Corporate
Governance and Company Performance, at Table 5 (Georgia State University, December 7, 2004)
(located at  http://www.issproxy.com/pdf/Corporate%20Governance%20Study%201.04.pdf) (“We
identify seven factors that are associated most often with bad performance, namely, . . . a simple majority
vote is required to approve a merger (not a super-majority), [and]. . . a majority vote is required to amend
charter/bylaws (not a super-majority)”). Thus, the supermajority provisions in the Company’s Articles
are not detrimental to “shareholder interests,” if a shareholder’s economic interests are meant to be
covered by the phrase.

The Company does not believe that either of the above two interpretations of “shareholder
interests” is necessarily accurate. The Company does not have significant institutional ownership, and its
common stock is lightly traded (as of the date of this letter, the average daily trading volume of the
Company’s common stock over the past three months was just under 623 shares per day). The Company
believes that there is a significant “shareholder interest” in the Company remaining an independent
institution. Using this definition, the above-quoted portion of the Statement in Support is also clearly
false, since the supermajority provisions, in helping to prevent unwanted takeovers, are not detrimental to
shareholder interests.

As the above discussion makes clear, there are a number of different, equally plausible meanings
that can be ascribed to “shareholder interests.” Each of the possible definitions discussed above results in
the objective falsity of the assertion that the Company’s supermajority provisions are detrimental to
shareholder interests. The Staff has consistently allowed companies to exclude objectively false
statements, and on this basis, the above-quoted portion of the Statement in Support may similarly be
deleted. See UGI Corporation (December 18, 2003).

Even if the Staff does not agree that this assertion in the Statement in Support is objectively false,

the language still should be deleted from the Statement in Support because it is materially vague. Above,
the Company has set forth three possible definitions of “shareholder interests,” the definition of which is
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key to the meaning of the subject portion of the Statement in Support. Each shareholder will insert his,
her or its own definition of the phrase. Since the Statement in Support is completely unclear regarding
what shareholder interests are alleged to be harmed by the supermajority provisions in the Company’s
Articles, it will be impossible for the Company to respond accurately to the assertion in its statement in
opposition to the Proposal. Nevertheless, the Company likely will feel compelled to submit a statement
in opposition in order to disabuse a shareholder of any interpretation of the meaning of “shareholder
interests” that results in the above-quoted language being objectively false. The Company’s response will
not address every possible definition of the phrase, and some shareholders, with an understanding of the
phrase that was not intended by the Statement in Support, may vote on the Proposal in a manner that they
would not have voted had they known the intended meaning of “shareholder interests.” The Company -
may exclude the above-quoted assertion because of the material vagueness of “shareholder interests.”

(3) Under the caption “Supermajority Requirements Are Not Favored by Shareholder
Advocates,” the Statement in Support quotes the Proxy Voting Guidelines of The Vanguard Group, Inc.
(“Vanguard™) and the Corporate Governance Policies of The Council of Institutional Investors (“CII”).
The Company agrees that CII may accurately be labeled a shareholder advocate. The Company does not
believe, however, that Vanguard is a shareholder advocate. According to its website
(http://flagship4.vanguard.com), Vanguard is a “client-owned investment management company” with
over $850 billion invested in mutual funds, and the objective underlying its Proxy Voting Guidelines is to
“maximize the value of a fund’s investments—and those of fund shareholders—over the long term.”
These objectives are likely to result in Vanguard opposing proposals that actual shareholder advocates
such as CII support. It is materially false and misleading to assert that Vanguard (which is likely well-
known to many of the Company’s shareholders) is a shareholder advocate equivalent to CII. Thus, the
Company may delete the quotation of Vanguard’s Proxy Voting Guidelines from the Statement in
Support.

4 Under the caption “Supermajority Required to Amend Specific Articles,” the Statement
in Support discusses the purported effects of Articles Seventh and Twelfth, Article Tenth and Article
Eleventh of the Company’s Articles. The discussion of each Article in the Statement in Support violates
Rule 14a-8(i)(3).

(a) With respect to Article Seventh, which addresses a merger or asset sale with a
shareholder owning 10% or more of the Company’s common stock, and Article Twelfth, pursuant to
which the Company elected to be governed by the Mississippi Control Share Act, Miss. Bus. Corp. Act,
§79-27-1 et seq., the Statement in Support asserts, “Shareholders should be able to eliminate these
provisions if they believe it [stet] discourages legitimate offers.” This statement is materially misleading,
as it implies that shareholders do not have the power to eliminate Articles Seventh and Twelfth. It also
contradicts the caption under which the statement is located, which correctly indicates that a
supermajority vote is required to amend Articles Seventh and Twelfth. The Company believes that this
sentence may be omitted from the Statement in Support both because it implies that Articles Seventh and
Twelfth of the Company’s Articles cannot be amended at all and because it is likely to confuse
shareholders since it conflicts with the caption under which it is located.

(b) Article Tenth addresses the election and removal of directors of the Company.
With respect to the removal of directors, the Statement in Support provides, “Shareholders may wish to
make changes if a board is perceived to be unresponsive to shareholder interests.” As with the sentence
discussed immediately above, this statement is materially misleading because it implies that shareholders
of the Company currently do not have the power to effect changes to the Company’s Board. This is
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clearly incorrect. One of the Board’s three classes of directors stands for election at each annual meeting
of the Company’s shareholders (a slate consisting of three of the Board’s nine members, including its
chairman and vice chairman, will be submitted to shareholders at the Company’s 2006 Annual Meeting of
Shareholders).  Further, as described in the Company’s 2005 proxy statement, shareholders may
recommend candidates for election to the Board.? Thus, if a shareholder is dissatisfied with the
performance of all or certain members of the Board, he, she or it may withhold authority in the voting for
directors and/or recommend individuals to the Board for election. The Commission has acknowledged
that withholding authority for director nominees is a valid means by which shareholders can express their
dissatisfaction with the performance of a company’s directors. See Securities Exchange Act Release 34-
31326 (October 16, 1992). This portion of the Statement in Support may mislead shareholders into
believing that Article Tenth must be amended in order to elect new directors to the Company’s Board.
This misleading statement may be omitted from the Statement in Support.

(©) The Statement in Support states that Article Eleventh, which requires the Board
to consider certain factors other than the amount of consideration to be paid when evaluating the
advisability of a merger, asset sale or certain other types of transactions, allows the Board “to place
excessive weight on remaining independent and avoiding an acquisition that would be in shareholders’
economic interest.” This statement is materially misleading. “Remaining independent” is not listed as a
factor in Article Eleventh, and thus the portion of the Statement in Support is materially misleading (if not
objectively false).

One factor in Article Eleventh requires the Board to evaluate the social and economic effects of
the transaction on the Company and its depositors, customers, creditors and employees. Even if this
factor is broadly interpreted as permitting the Board to consider the benefits of remaining independent,
such an interpretation does not provide the Board any more discretion than it already possesses under
Mississippi law. Pursuant to Section 79-4-8.30(f) of the Mississippi Business Corporation Act, “a
director, in determining what he reasonably believes to be in the best interests of the corporation . . . in his
discretion, may consider any of the following: . . . (4) The long-term as well as short-term interests of the
corporation and its shareholders, including the possibility that these interests may best be served by the
continued independence of the corporation.” The Statement in Support insinuates that, absent Article
Eleventh, the Board would not be allowed to consider the continued independence of the Company when
evaluating the merits of a proposed merger or other transaction covered by Article Eleventh. This is
materially misleading, and thus this portion of the Statement in Support may be omitted.*

(%) Under the caption “Supermajority Provisions are Difficult to Meet, Minority Can Block
Majority,” the Statement in Support provides that “if 80% of shares are represented at an annual meeting,
then 1% can block the will of 79%.” This statement is materially misleading. [t implies that 1% of the
Company’s shares have veto power over the votes of 79% of the Company’s shares. No shares have veto
power over any other shares of the Company, regardless of the percentage required for approval. The
Statement in Support is further misleading because it fails to mention that this perceived veto power of
1% of the shares also will occur if the Proposal is implemented. For a vote where a majority of votes cast
is required for approval of the matter, the holders of 1% of the shares can “block the will” of the holders

3 To be eligible to submit a director recommendation under the Company’s bylaws, a shareholder must satisfy criteria equivalent to Rule 14a-8’s
requirements to submit a sharcholder proposal.

In addition, the Company believes this portion of the Statement in Support may be deleted because it impugns the character of the members of
the Board. a violation of Rule 14a-8(i)(3). The Statement in Support asserts that the Board may weigh the independence factor more heavily
than is appropriate. This implies that the Company’s directors will violate the fiduciary duties imposed upon them pursuant to Section 79-4-
8.30 of the Mississipp! Business Corporation Act when evaluating a potential acquisition. The Company’s directors have no intention to
violate the law, and such an allegation contravenes Rule [4a-8(i)(3).

4
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of 49% of the shares cast. The Staff has previously required the deletion of similar misleading assertions.
See, e.g., Albertson’s, Inc. (March 31, 2003) and Northrop Grunman Corporation (March 17, 2003). This
portion of the Statement of Support may likewise be deleted by the Company.

(6) Under the caption “Board Insulated from Shareholder Economic Interests,” there are two
percentages of the stock ownership of the Board. This portion of the Statement in Support is both
materially irrelevant and misleading. The statements are irrelevant because the stock ownership of the
Board is wholly unrelated to the issue of whether the Company should adopt majority voting. These
statements may lead a shareholder to erroneously believe that somehow the adoption of majority voting
for all matters submitted to shareholders will have some effect on the stock ownership of the Board, when
in fact the Board’s stock ownership is wholly independent of (and thus not relevant to) the voting
requirements to approve matters brought before the shareholders. When addressing similar supporting
statements, the Staff has concluded that the irrelevant information was misleading and could be excluded.
See, e.g., Alaska Air Group (March 13, 2001) (language relating to staggered boards and poison pills in a
proposal to adopt majority voting was irrelevant and could be deleted) and Freeport-McMoran Copper &
Gold Inc. (February 22, 1999) (in a proposal calling for annual director elections, language relating to the
company’s overseas operations could be deleted). Thus, the Company may delete from the Statement in
Support the stock ownership percentages.

(7 Finally, under the caption “Board Insulated from Shareholder Economic Interests,” the
third bullet-point states “Contrary to shareholder interests and rights [sic] management has publicly stated
that the Board ‘... has no desire to eliminate B&K Bank in the community we serve.”” This selective
quotation is grossly misleading. The quotation, which was made by the Company’s Chief Executive
Officer, W. Page Ogden, is excerpted from an article in the November 11, 2005 edition of The Natchez
Democrat, a copy of which is attached as Exhibit F. In that article, Mr. Ogden was responding to rumors
that the Company was the target of a corporate takeover. The selective quotation in the Statement in
Support implies that, rather than acting in the best interests of the shareholders, management has
attempted to entrench itself. The very next sentence of Mr. Ogden’s statement, however, reveals the
misleading nature of the above quotation: “We all have a tremendous sense of stewardship toward the
bank.” The article later paraphrases Mr. Ogden, noting that “the board of directors takes into account the
more than 1,000 shareholders of the company when decisions are made.” An accurate representation of
Mr. Ogden’s statements clearly illustrates that management is not acting against shareholder interests, as
the Statement in Support misleadingly asserts. The Staff has consistently permitted a company to exclude
similar selective quotations. See, e.g., Sempra Energy (February 29, 2000). Similarly, the misleading
quotation in the Statement in Support may also be excluded.

C. The Statement in Support Impugns the Character of the Company’s Directors.

Bulletin 14B holds that a proposal and supporting statement may be excluded or modified where
“statements directly or indirectly impugn character, integrity, or personal reputation, or directly or
indirectly make charges concerning improper, illegal, or immoral conduct or association, without factual
foundation.” As noted above, under the caption “Board Insulated from Shareholder Economic Interests,”
the Statement in support provides two percentages of the stock ownership of the Board. The final bullet-
point under this caption contains the selective quotation (discussed above) from a newspaper article. This
portion of the Statement in Support clearly implies that, because the members of the Board do not own a
more significant (but unspecified) percentage of the Company’s stock, they are heedless of the interests of
other shareholders and are more concerned with entrenching themselves within the Company.

99572186.4



Al

December 27, 2005
Page 10

Not only is this implication clearly false, but it also implicitly alleges that the members of the
Board are acting illegally. Section 79-4-8.30 of the Mississippi Business Corporation Act requires that a
member of the board of directors act in good faith and in the best interests of the company. Subsection (f)
of Section 79-4-8.30, discussed above, allows directors, when determining what is in the best interest of a
company, to consider, among other things, both the long-term and short-term interests of the company’s
shareholders. In asserting that the Board is acting contrary to shareholder interests, the Statement in
Support implies that the Company’s directors are breaching their fiduciary duty to the shareholders in
violation of §79-4-8.30. The only evidence proffered in the Statement in Support to bolster this assertion
of unlawful conduct is the level of stock ownership of the Board and a misleading quotation from a
newspaper article. In truth (and as stated in the newspaper article and quoted above), the Board is
dedicated to acting in the Company’s best interests, and each member of the Board makes his or her best
effort to satisfy the fiduciary duties and other legal obligations owed to the Company.

The Staff has allowed companies to exclude proposals in their entirety when the statements
therein impugn character or integrity or assert improper or illegal conduct. See General Magic, Inc. (May
1, 2000) (proposal to change the company’s name to “The Hell with Shareholders” could be excluded in
its entirety). Thus, even if the Staff does not find these statements materially false and misleading (as
discussed in subsection B above), the Company may delete these statements from the Statement in
Support on account of the baseless charges they represent. The Company believes these improper
assertions justify excluding the proposal in its entirety, as the Staff permitted in the General Magic, Inc.
no-action letter.

D. The Rule 14a-8(i)(3) Violations are Too Extensive to Allow Revision.

The Staff has stated that “when a proposal and supporting statement will require detailed and
extensive editing in order to bring them into compliance with the proxy rules, [the Staff] may find it
appropriate for companies to exclude the entire proposal, supporting statement, or both, as materially
false or misleading.” Division of Corporation Finance: Staff Legal Bulletin No. 14 (July 13, 2001). As
detailed above, the Proposal and Statement in Support are rife with violations of Rule 14a-8(i)(3). The
entire Statement in Support must be rewritten to address the Proposal’s effect of requiring majority voting
for directors. A number of statements must also be deleted or revised because they are false, misleading,
irrelevant or itmpugn the character of the Board. The Proposal and Statement in Support are not
amendable to revisions that “are minor in nature and do not alter the substance of the proposal.” Id.

The Company acknowledges that under Rule 14a-8(1) it is not responsible for the content of the
Proposal and the Statement in Support. The Company is responsible, however, for the content of its
statement in opposition to the Proposal and the other portions of its 2006 Proxy Materials. Because of the
vagueness, false and misleading statements and personal attacks on the Company’s directors found in the
Statement in Support, the Company intends to include in its 2006 Proxy Materials a statement in
opposition to the Proposal if the Staff does not concur that it may be excluded (and assuming that the
Staff does not mandate significant revisions to the Statement in Support). On account of the number of
14a-8(i)(3) violations, the Company’s statement in opposition to the Proposal will by necessity be quite
lengthy. The Company shares the Commission’s concerns that other material information in the
Company’s 2006 Proxy Materials will be obscured, and thereby lose some of its effectiveness, because of
the length of the portion of the Company’s 2006 Proxy Materials dedicated to addressing the Proposal.
See Securities Exchange Act Release No. 34-12999 (November 22, 1976).

For these reasons, it is appropriate that the Proposal be excluded in its entirety.

99572186.4
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Conclusion

For the foregoing reasons, the Company respectfully requests that the Staff confirm that it would
not recommend enforcement action if the Company omits the Proposal from its 2006 Proxy Materials. If
you have any questions or if the Staff is unable to concur with the Company’s conclusions without
additional information or discussion, the Company respectfully requests the opportunity to confer with
the members of the Staff prior to the issuance of any written response to this letter. Please do not hesitate
to contact the undersigned at (504) 584-9324.

Please acknowledge receipt of this letter and its attachments by stamping the enclosed copy of the
first page of this letter and returning it in the enclosed self-addressed stamped envelope.

Sincerely,

Mark A. Fullmer, Esq.

Enclosures
cc: W. Page Ogden
Bazile R. Lanneau, Jr.

99572186.4
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Mr. W. Page Ogden
November 22, 2005
Page 3

EXHIBIT A
Adopt Simple Majority Vote — Eliminate Defensive Supermajority Requirement

RECOMMEND: Request that the Board take all steps necessary to eliminate the 80%
supermajority vote requirement to amend portions of B&K’s Articles of Incorporation
and to adopt simple majority voting (majority of votes cast) for all matters submitted for
shareholder approval, except where a larger vote is required by law.

Background

Mississippi law merely requires the approval of a majority of shareholders to amend a
company’s articles of incorporation. When B&K, the holding company for B&K Bank,
was formed in the 1980s, sharcholders approved supermajority provisions in its Articles
to provide protection against unwanted takeovers, and to insure that a fair price would be
received in the event of takeover. Today B&K is a publicly traded company with over
1,000 shareholders. B&K is a different company and these formerly protective measures
are now detrimental to shareholder interests.

Supermajority Requirements Are Not Favored by Shareholder Advocates
e “The funds support shareholders’ ability to approve or reject matters presented for
a vote based on a simple majority. Accordingly, the funds will support proposals
to remove supermajority requirements and oppose proposals to impose them.”
Vanguard'’s Proxy Voting Guidelines, http.//flagship4. vanguard.com

o “The shareholders' right to vote is inviolate and should not be abridged... A
majority vote of common shares outstanding should be sufficient to amend
company bylaws or take other action requiring or receiving a shareholder vote.
Supermajority votes should not be required.” The Council of Institutional
Investors Corporate Governance Policies, http://www.cii.org

Supermajority Required to Amend Specific Articles

» Articles 7 and 12 provide protective measures for the corporation from potential
acquirers under certain circumstances. Sharecholders should be able to eliminate
these provisions if they believe it discourages legitimate offers.

e Article 10 provides how directors are elected or removed. Shareholders may wish
to make changes if a board is perceived to be unresponsive to shareholder
interests.

o Article 11 provides, among other things, that the Board shall consider factors
other than price in evaluating the merits of a proposed sale or merger. This
provision could allow a board to place excessive weight on remaining
independent and avoiding an acquisition that would be in shareholders” economic
interest.
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Supermajority Provisions are Difficult to Meet, Minority Can Block Majority
s 80% of all shares outstanding (not just 80% of shares represented at a meeting)
must approve amendments to key Articles provisions

»  80% of shares are seldom represented at annual meetings of B&K
o 1f 80% of shares are represented at an annual meeting, then 1% can block the will
of 79%

Board Insulated from Sharcholder Economic Interests
¢ Two-thirds of the Board own in total less than 2.5% of shares
o The entire Board owns less than 8% ‘
. Contrary to shareholder interests and rights management has publicly stated that
the Board “... has no desire to eliminate B&K Bank in the community we serve.”

VOTE YES TO ADOPT SIMPLE MAJORITY VOTING —~ GIVE
SHAREHOLDERS AN ADEQUATE VOICE!
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Bazile R. Lanneau, Jr.

790 Hwy 61 South
Natchez, MS 39120
(601) 445-4143
blanneau@belisouth.net
November 22, 2005
VIA EMAIL AND HAND DELIVERY

Mr. W. Page Ogden, Chairman & CEO
Britton & Koontz Capital Corporation
500 Main St.

Natchez, MS 39120

Re: Shareholder proposal for 2006 Annual Meeting of Shareholders
Dear Mr. Ogden:

Please find enclosed as EXHIBIT A my sharcholder proposal to be presented at the 2006
Annual Meeting of Shareholders of Britton & Koontz Capital Corporation (B&K) and to
be included in the proxy materials pursuant to Rule 14a-8 of the Securities Exchange Act
of 1934, as amended.

I have continuously held at least $2,000 in market value or 1% of the company’s
securities entitled to be voted on the proposal at the meeting for at least one year prior to
the date of this proposal and intend to hold these securities through the date of the annual
meeting. My address is 790 Hwy 61 South, Natchez, MS 39120. Iam the record or
beneficial owner of 63,718 shares of the common stock of B&K. Attached is a copy of a
stock certificate evidencing ownership of 26,850 shares since 1997. The majority of
these shares were acquired July 12, 1993.

I am proposing, among other things, that the 80% supermajority requirement to amend
key Articles of Incorporation sections be eliminated.

It is my belief that the B&K board is not adequately responsive to shareholder concerns.
Your recent comments to the press indicate that the market for companies like B&K is
“hot”, but that ...our board of directors has no desire to eliminate B&K Bank in the
community we serve.” It appears that the Board wishes B&K to remain independent
even if that prevents shareholders from realizing the significant economic value that may
be available through sale to a larger institution.

My proposal is designed to bring B&K more in line with other public companies as
regards defensive provisions and perhaps make B&K more responsive to shareholder
interests. A recent report by TrueCourse, Inc., a New York based financial research and



Mr. W, Page Ogden
November 22, 2005
Page 2

consulting firm specializing in takeover defense intelligence, obtained from
http://www.SharkRepellant.net assigns B&K a “Bullet Proof Rating” of 8.25 out of 10.
According to staff at TrueCourse the average for institutions such as B&K is in the mid
5’s. 1 am also enclosing a copy of this report and ask that you share it with the Board of
Directors along with this letter and shareholder proposal.

Sincerely yours,

oo

Bazile R. Lanneau, Jr.

Enclosures
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EXHIBIT A
Adopt Simple Majority Vote — Eliminate Defensive Supermajority Requirement

RECOMMEND: Request that the Board take all steps necessary to eliminate the 80%
supermajority vote requirement to amend portions of B&K’s Articles of Incorporation
and to adopt simple majority voting (majority of votes cast) for all matters submitted for
shareholder approval, except where a larger vote is required by law.

Background |

Mississippi law merely requires the approval of a majority of sharcholders to amend a
company’s articles of incorporation. When B&K, the holding company for B&K Bank,
was formed in the 1980s, shareholders approved supermajority provisions in its Articles
to provide protection against unwanted takeovers, and to insure that a fair price would be
received in the event of takeover. Today B&K is a publicly traded company with over
1,000 shareholders. B&K is a different company and these formerly protective measures
are now detrimental to shareholder interests.

Supermajority Requirements Are Not Favored by Shareholder Advocates
o “The funds support shareholders’ ability to approve or reject matters presented for
a vote based on a simple majority. Accordingly, the funds will support proposals
to remove supermajority requirements and oppose proposals to impose them.”
Vanguard'’s Proxy Voting Guidelines, http.//flagship4.vanguard.com

e “The shareholders' right to vote is inviolate and should not be abridged... A
majority vote of common shares outstanding should be sufficient to amend
company bylaws or take other action requiring or receiving a shareholder vote.
Supermajority votes should not be required.” The Council of Institutional
Investors Corporate Governance Policies, http://www.cii.org

Supermajority Required to Amend Specific Articles

e Articles 7 and 12 provide protective measures for the corporation from potential
acquirers under certain circumstances. Shareholders should be able to eliminate
these provisions if they believe it discourages legitimate offers.

e Article 10 provides how directors are elected or removed. Shareholders may wish
to make changes if a board is perceived to be unresponsive to shareholder
interests.

e Article 11 provides, among other things, that the Board shall consider factors
other than price in evaluating the merits of a proposed sale or merger. This
provision could allow a board to place excessive weight on remaining
independent and avoiding an acquisition that would be in shareholders’ economic
interest.
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Supermajority Provisions are Difficult to Meet, Minority Can Block Majority
o 80% of all shares outstanding (not just 80% of shares represented at a meeting)
must approve amendments to key Articles provisions
e 80% of shares are seldom represented at annual meetings of B&K
If 80% of shares are represented at an annual meeting, then 1% can block the will
of 79%

Board Insulated from Shareholder Economic Interests
e Two-thirds of the Board own in total less than 2.5% of shares
o The entire Board owns less than §% .
o Contrary to sharcholder interests and rights management has publicly stated that
the Board “... has no desire to eliminate B&K Bank in the community we serve.”
VOTE YES TO ADOPT SIMPLE MAJORITY VOTING -~ GIVE
SHAREHOLDERS AN ADEQUATE VOICE!
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www.SharkRepellent.net.

sl héibeﬁnitive Source
- for Takeover Defense Intelligence

Takeover Defense Profile

About SharkRepellent.net

www,SharkRepellent.ngt is brought to you by TrueCourse, Inc., a New York based financial research and consulting firm specializing in takeover
defense intelligence. Our products and services assist major financial institutions, investment banks, legal professionals and corporations in
defending their clients from unsolicited takeover bids, assessing the takeover defenses of specific companies, identifying corporate governance
trends, researching the impact of takeover defense provisions on stock prices, voting for defense related proxies and investigating market
opportunities.

For more information, visit us at www,SharkRepellent.net or call us at 212.209.3360.
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Glossary of Key Terms Used in This Report

Action by Written Consent

Ability of shareholders to act without a meeting by giving their consent in writing to the taking of any action required or permitted to be taken ata
meeting. The ability to act by written consent can be important for an acquiring company to take its case to shareholders or to remove directors
before their term expires. Eliminating the ability of shareholders to act by written consent or to call special meetings forces a hostile acquirer to
launch its bid in a limited time period during the year with enough time to launch a proxy fight before the annual meeting. Often a different vote
requirement is needed to take action via written consent than would be required if the action was taken at a meeting. Companies may set the vote
requirement to be unanimous, effectively preciuding action by written consent.

Bullet Proof Rating ,

TrueCourse, Inc.'s proprietary weighted average index comprised of significant provisions and procedural items that contribute to defending against
hostile takeovers. The rating includes only proactive defenses, and as such does not take into consideration ownership and voting rights, the
takeover laws that govern the state in which a company is incorporated, nor whether a company has opted out of coverage of applicable state
takeover laws. The rating scale is from 0 to 10, with a 10 representing the most formidable defenses. The Buliet Proof Rating is a relative
measurement of a company's takeover defense protection and is not intended to measure the probability of a successful defense.

Classified Board with Staggered Terms

Under a standard corporate board structure, all directors are up for election each year. A classified board is divided into classes, with a different
class of director up for re-election each year, A classified board is typically divided into three classes of equal size, with each director's term running
three years and each class’ term expiring in consecutive years. Many companies believe that classified boards enhance stockholder value by
providing continuity and stability to the company's business strategies and policies by ensuring that at least a majority of the directors will at ali times
have in-depth knowledge of the company and its business, which assists the board in conducting long-term strategic planning. However, many
stockholders believe that one of the most effective ways to improve director accountability is to require all directors to be elected annually. Director
elections afford stockholders one of the few opportunities available to express their views on the performance of the board generally and of directors
individually. A classified board can be used to make it more difficult to replace a majority of the board, and thus lead to entrenchment by board
members. in a proxy fight to unseat directors and replace them with a slate more sympathetic to a takeover bid or to remove a poison pill, only a
minority of board seats could be replaced at that time, and the acquirer would have to wait another year to take contro! of the board.

Cumulative Voting

A method of stock voting in the election of directers that permits shareholders to cast as many votes as equal the number of shares held, multiplied
by the number of directors to be elected. The shareholder can cast the whole number of votes for one candidate or distribute them among the other
candidates in any way they wish. Cumuiative voting gives minority shareholders more opportunity for board representation, since they can cast all of
their votes for one candidate as opposed to voting for a different candidate for each open seat. Cumulative voting only applies to the election of
directors and is not applicable to any other business to be voted on.

Director Removal .

Ability of shareholders to remove a director before his or her term expires. Directors may be removed with or without regard to 'cause’ (e.g., guilty of
self-dealing, fraud, misappropriation of company assets, etc.), and companies may require a supermajority vote requirement (e.g., 66.67%) to
remove directors under certain circumstances. Requiring that directors can only be removed for cause or requiring a supermajority vote requirement
to remove directors makes it more difficult for an acquirer to remove some or all directors before their term expires in order to facilitate a takeover
proposal.

Poison Pill

A shareholder rights plan, or poison pill, is designed to prevent a hostile takeover by increasing the cost of an acquisition to an acquirer and by
producing immediate and significant dilution of an acquirer's investment, If triggered, poison pills allow existing shareholders, excluding the acquirer,
of the target company to buy additional shares of the company and/or the potential acquirer at a bargain price. Many companies believe that poison
pills enable shareholders to realize the full value of their investment and to provide for fair and equal treatment for all shareholders in the event that
an unsolicited attempt is made to acquire the company. However, evidence surrounding the value of poison pills is controversial, including theories
that the adoption of a poison pill increases share value and that companies with poison pills in force receive higher takeover premiums than
companies without poison pills. Institutional investors typically object to most forms of poison pills, believing they foster entrenched management, fail
to promote director independence and generally raise questions of shareholder democracy and good corporate governance. A status of 'In Force'
indicates that the company is currently protected by a poison pill.

Special Meetings

Ability of shareholders to call special meetings. Some companies and/or state laws limit the right to call special meetings to shareholders holding not
less than a specified percentage of the voting power. Limiting shareholders' rights to call a special meeting is an important takeover defense. {t
prevents shareholders from removing directors between scheduled meetings and from acting on a takeover bid. Eliminating the ability to act by
written consent or to call special meetings forces a hostile acquirer to launch its bid in a limited time period during the year with enough time to
launch a proxy fight before the annuai meeting.

State Statutes

Provision(s) of the state takeover law of the company's state of incorporation. Most states allow a company to decline coverage (i.e., opt out} of all
or some of its anti-takeover laws by adopting an appropriate provision in its charter and/or bylaws. Beyond opting in or out of coverage of a
particular statute, there may be additional criteria that must be met for that statute to apply to a company. These criteria differ from state to state, but
commonly include the company maintaining a principal place of business or substantial assets within the state and having a minimum number or
percentage of its stockholders being residents of the state. In addition to proactive measures that a company can choose to adopt to protect it
against hostile takeovers, the use of state anti-takeover laws is a valuable component of a company's overall anti-takeover arsenal.

Supermajority Vote Requirements

Provision whereby the affirmative vote of more than a simple majority (typically 66.67%, 75% or 80%) of the voting power is required to approve an
action (e.g., remove directors, amend/repeal a charter and/or bylaw provision, approve a merger or business combination). Supermajority vote
requirements can make it more difficult for an acquirer to replace directors with its own slate between shareholder meetings, amend or repeal
certain charter and/or bylaw provisions that may impede a takeover attempt or to approve the takeover bid itself.

Takeover Defense Profile - Britton & Koontz Capital Corporation
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Britton & Koontz Capital Corporation (BKBK) Nasdagq Small Cap

Company Details

Address: 500 Main Street, Natchez, Mississippi 39120
Incorporated: Mississippi
Web Site: www4 bkbank.com

SIC Classification:
Business Description:

National Commercial Banks (6021)

Britton & Koontz Capital Corporation provides commercial and consumer banking and trust services in parts of
Mississippi and Lousiana. The products and services offered by the bank include personal and commercial
checking accounts, money market deposit accounts, savings accounts, safe deposit box facilities and
automated clearinghouse services.

Bullet Proof Rating: 8.25

Ownership Details

Shares Outstanding: 2,116,000 Total Float: 72.083%
insider Ownership: 27.917% Insider Ownership (Diluted): 28.379%
Institutional Ownership: 2.608% ‘

Top Ten Institutional Holders: 2.607% Number Institutional Holders: 6
ESOP: 7.497% ESOP Shares: 158,630

Ownership Data: Copyright (c) 2005 FactSet Research Systems inc., ail rights reserved

Charter Filings
Amendment filed on 03-07-1997 in a Proxy Statement effective

Bylaw Filings

Amended/Restated filed on 12-22-2004 in a 8-K effective 12-21-2004

04-10-1997
Amended/Restated filed on 01-29-1997 in a S-8

Board Details

Classified board with staggered terms.

Board is authorized to increase or decrease the size of the board without shareholder approval.

Directors can be removed with or without cause by a vote of 80% of shares entitled to vote. However, if less than the entire board is to be removed,
no one of the directors may be removed if the votes cast against that director's removal would be sufficient to elect that director if cumulatively voted
at an election of the class of directors of which that director is a part (80% to amend/repeal).

Any vacancy in the Board of Directors, however created, shall be filled at the annual meeting of stockholders succeeding the creation of such
vacancy (80% to amend/repeal). "

Voting Details

Cumulative voting is permitted in the election of directors.

Unanimous written consent (default Mississippi state statute).

Special meetings can only be called by shareholders holding not less than 10% of the voting power.

Supermajority vote requirement (80%) required to approve mergers with a Tender Offeror holding more than 10% of voting securities (80% to

amend/repeal).

Supermajority vote requirement (80%) to amend certain charter provisions.

Advance Notice Text: For proposals and nominations to be timely, the required material must be received by the Corporation a
reasonable period of time in advance of the meeting to which the proposal relates and in any event must
comply with the notification requirements set forth in Rule 14a-8 of Regulation 14A adopted pursuant to the
Securities Exchange Act of 1934, as amended from time to time.

Other Details
Board is authorized to adopt, amend or repeal bylaws without shareholder approval.
Expanded constituency charter provision (80% to amend/repeal).

Current Poison Pill Position
Britton & Koontz Capital currently has a shareholder rights plan (poison pill) in force that will expire on. 9-1-2006. At the company's 5-16-1996 annual
meeting, shareholders overwhelmingly approved the adoption of the rights plan.

Poison Pill Provisions

Pill Type: Flip-in/Flip-over Pill Status: In Force
Adoption Date: 06-01-1996 Last Amended: nla
Rights Agreement Date: 06-01-1996 Expiration Date: 09-01-2006
Exercise Price; $600

Acquiring Person & Separation of Rights

Securities Purchasable Per Right: 1 share of Common Stock

Acquiring Person: 25%

% to Separate (Person): 25% Days to Separate (Person): 10

% to Separate (Tender Offer): 25% Days to Separate (Tender Offer); 10
Trigger Exemptions:

Passed Threshold 'Inadvertently’ and Promptly Divests Shares

Flip-in Flip-over

Status Flip-in: 25% Bargain Factor upon Flip-in: 50%
Flip-over: 50%

Takeover Defense Profile - Britton & Koontz Capital Corporation
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Redemption

Redemption Price: $0.001 No Redemption after Threshold Passed
Other Key Provisions

Permitted Offer: No

Limited Threshold Reduction: No

Exchange Feature; Yes

Chewable: No

Sunset Provision: No

Tide Provision: " No

Pill History

Original Plan filed on 01-29-1997 in a S-8 effective 06-01-1996

Pill Amendment History
05-16-19897 - Exercise price increased from $150 to $600 as a result of 5-16-1997 4-for-1 stock split

State Statutes

Sections 79-27-1 to 79-27-11 of the Mississippi Business Corporation Act ("MBCA") (the "Mississippi Control Share Act") provides that voting rights
of shares of a covered corporation acquired by a stockhalder at ownership levels of 20%, 33 1/3% and 50% of the outstanding voting stock are
denied unless the acquiring person delivers a "disclosure statement” to the company and a majority of the outstanding shares not including shares
held by the acquiring person, officers, and employee directors of the corporation authorize the voting rights at a special meeting requested by and
paid for by the acquiring person. The company has not opted out of this provision. ("Control share acquisition")

Section 79-4-8.30 of the MBCA provides that a director, in determining what he-reasonably believes to be in the best interests of the corporation,
may consider the interests of the corporation's employees, suppliers, creditors, customers, the economy of the state and nation, the community and
societal considerations and the long-term as well as short-term interests of the corporation and its shareholders, including the possibility that these
interests may be best served by the continued independence of the corporation. ("Expanded constituency”)

Sections 79-25-1 to 79-25-9 of the MBCA (the "Mississippi Shareholder Protection Act") provides that any business combination with an interested
shareholder (beneficial owner of 20% or more of the voting stock) must be approved by 80% of the voting power and at least two-thirds of the voting
power not beneficially held by the interested shareholder. The supermajority vote requirement does not apply if the business combination was
approved by 80% of the continuing directors or if certain fair price requirements are met. The company has not opted out of this provision. ("Fair
price provision™)

Section 79-4-6.24 of the MBCA endorses the use of sharehalder rights plans ("poison pills"} for in-state companies.

Takeover Defense Profile - Britton & Koontz Capital Corporation
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Disclaimer

The material provided in this report is for informational purposes only and does not constitute legal advice or advice to buy or sell securities. You
acknowledge that any reliance upon any information in this report is at your sole risk. TrueCourse reserves the right, in its sole discretion and
without notice, to correct any errors or omissions in any portion of the report.

Except as expressly set forth herein, this report is provided "as is" and "as available", without warranties of any kind, either express or implied,
including, but not limited to, warranties of title or implied warranties of merchantability, fitness for a particular purpose, title, compatibility, security,
accuracy, or non-infringement. To the fullest extent permissible by law, TrueCourse makes no warranties and shall not be liable for the use of the
report under any circumstances, including but not limited to negligence by TrueCourse. TrueCourse does not warrant (i) that the report will meet any
particular criteria of performance or quality (i) that the results that may be obtained from the use of the report will be accurate or reliable or that the
quality of the report will meet your expectations.

TrueCourse, Inc.
1 Gateway Center
Suite 2600
New Jersey, NY 07102
(800} 404-7470
www fruecourse.com
info@truecourse.com

Takeover Defense Profile - Britton & Koontz Capital Corporation
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BK .Ba_Ill(M ‘ A.nswers. Since 1836.

Britton&Koontz

500 Main Street

Post Office Box 1407

Natchez, Mississippi 39121

Telephone: 601.445.5576

Toll Free: 866.4BKBank
December 2, 2005 Fax: 601.445.2488

www.bkbank.com

Bazile R. Lanneau, Jr.
790 Hwy. 61 South
Natchez, Mississippi 39120

Re:  Shareholder Proposal for 2006 Annual Meeting of Shareholders
Dear Mr. Lanneau:

Britton & Koontz Capital Corporation (the “Company”) received your letter dated November 22,
2005 in which you submitted a shareholder proposal recommending that the Company’s Board of
Directors take all necessary steps to eliminate the 80% supermajority voting requirement to amend
portions of the Company’s Articles of Incorporation and to adopt simple majority voting for all matters
submitted for shareholder approval, except where a larger vote is required by law.

Rule 14a-8(c), promulgated under the Securities Exchange Act of 1934, as amended, provides
that each shareholder of a Company may submit no more than one proposal to a company for a particular
shareholder’s meeting. A copy of Rule 14a-8 is enclosed with this letter. Upon reviewing your
submission, we believe that it actually constitutes two proposals. Please revise your submission so that it
constitutes only one shareholder proposal.

Under Rule 14a-8(f), you have fourteen days from the date of your receipt of this letter to submit
a revised proposal to the Company. If you fail to submit a revised proposal within this fourteen-day
period, we intend to omit your proposal from the Company’s proxy materials for the 2006 Annual
Meeting of Shareholders. Please be advised, however, that the Company reserves its right to, and may
seek to, exclude your proposal (or any revised proposal you submit in response to this letter) from its
proxy materials on additional grounds in accordance with Rule 14a-8.

Sincerely,

0 2y Gt

W. Page Ogden
President and Chief
Executive Officer

Enclosure

Member FDIC
99569959.1



Rule 14a-8 -- Proposals of Security Holders

This section addresses when a company must include a shareholder's proposal in its proxy
statement and identify the proposal in its form of’proxy when the company holds an annual or
special meeting of shareholders. In summary, in order t6 have your shareholder proposal included
on a company's proxy card, and included along with any supporting statement in its proxy
statement, you must be eligible and follow certain procedures, Under a few specific circumstances,
the company is permitted to exclude your proposal, but only after submitting its reasons to the
Commission. We structured this section in a8 question-and- answer format so that it is easier to
understand. The references to "you" are to a shareholder seeking to submit the proposal.

a. Question 1: What is a proposal? A shareholder proposal is your recommendation or
requirement that the company and/or its board of directors take action, which you intend to
present at a meeting of the company's shareholders. Your proposal should state as clearly as
possible the course of action that you believe the company should follow. If your proposal is
placed on the company s proxy card, the company must also provide in the form of proxy
means for shareho!ders to specify by boxes a choice between approval or disapproval, or
abstention. Unless otherwise indicated, the word "proposal” as used in this section refers both
to your proposal, and to your corresponding statement in support of your proposal (if any).

b. Question 2: Who is eligible to submit a proposal and how do 1 demonstrate to the company
that I am eligible?

1. In order to be eligible to submit a proposal, you must have continucusly held at least
$2,000 in market value, or 1%, of the company's securities entitled to be voted on the
proposal at the meeting for at least one year by the date you submit the proposal. You
must continue to hold those securities through the date of the meeting.

2. If you are the registered holder of your securities, which means that your name
appears in the company's records as a shareholder, the company can verify your
eligibility on its own, although you will still have to provide the company with a written
statement that you intend to continue to hold the securities through the date of the
meeting of shareholders. However, if like many sharehalders you are not a registered
holder, the company likely does not know that you are a shareholder, or how many
shares you own. In this case, at the time you submit your proposal, you must prove
your eligibility to the company in one of two ways:

i, The first way is to submit to the company a written statement from the "record”
holder of your securities (usually a broker or bank) verifying that, at the time
you submitted your proposal, you continuously held the securities for at least
one year. You must also include your own written statement that you intend to
continue to hold the securities through the date of the meeting of shareholders;
or ‘



ii. The second way to prove ownership applies only if you have filed a Schedule
13D, Schedule 13G, Form 3, Form 4 and/for Form §, or amendments to those
documents or updated forms, reflecting your ownership of the shares as of or
before the date on which the one-year eligibility period begins. If you have filed
one of these documents with the SEC, you may demonstrate your eligibility by
submitting to the company:

A. A copy of the schedule and/or form, and any subseguent amendments
reporting a change in your ownership level;

B. Your written statement that you continuously held the required number of
shares for the one-year period as of the date of the statement; and

C. Your written statement that you intend to continue ownership of the
shares through the date of the company's annual or special meeting.

Question 3: How many proposals may I submit: Each shareholder may submit no more than
one proposal to a company for a particular shareholders' meeting.

Question 4: How long can my prdposal be? The proposal, including any accompanying
supporting statement, may not exceed 500 words.

Question 5; What is the deadline for submitting a proposal?

1. If you are submitting your proposal for the company's annual meeting, you can in most
cases find the deadline in last year's proxy statement. However, if the company did not
hold an annual meeting last year, or has changed the date of its meeting for this year
more than 30 days from last year's meeting, you can usually find the deadline in one of
the company's quarterly reports on Form 10- Q or 16-QSB, or in shareholder reports of
investment companies under Rule 30d-1 of the Investment Company Act of 1940.
{Editor's note: This section was redesignated as Rule 30e-1, See 66 FR 3734, 3759,
Jan. 16, 2001.] In order to avoid controversy, shareholders should submit their

proposals by means, including electronic means, that permit them to prove the date of
delivery,

2. The deadline is calculated in the following manner if the proposal is submitted for a
regularly scheduled annual meeting. The proposal must be received at the company's
principal executive offices not less than 120 calendar days before the date of the
company's proxy statement released to shareholders in connection with the previous
year's annual meeting. However, if the company did not hold an annual meeting the
previous year, or if the date of this year's annual meeting has been changed by more
than 30 days from the date of the previous year's meeting, then the deadline is a
reasonable time before the company begins to print and mall its proxy materials.

3. If you are submitting your proposal for a meeting of shareholders other than a
regularly scheduled annual meeting, the deadline is a regasonable time before the
campany begins to print and mail its proxy materials.



f. Question 6: What if I fail to follow one of the eligibility or procedural requirements explained
In answers to Questions 1 through 4 of this section?

1.

1.

1.

The company may exclude your proposal, but only after it has notified you of the
problem, and you have failed adequately to correct it. Within 14 calendar days of
receiving your proposal, the company must notify you in writing of any procedural or
eligibility deficiencies, as well as of the time frame for your response. Your response
must be postmarked, or transmitted electronically, no later than 14 days from the date
you received the company's notification. A company need not provide you such notice
of a deficiency if the deficiency cannot be remedied, such as if you fail to submit a
proposal by the company's properly determined deadline, If the company intends to
exclude the proposal, it will later have to make a submission under Rule 14a-8 and
provide you with a copy under Question 10 below, Rule 14a-8(j).

If you fail in your promise to hold the required number of securities through the date of
the meeting of shareholders, then the company will be permitted to exclude all of your
proposals from its proxy materials for any meeting held in the following two calendar
years. »

Question 7: Who has the burden of persuading the Commission or its staff that my proposal
can be excluded? Except as otherwise noted, the burden is on the company to demonstrate
that it Is entitled to exclude a proposal.

Question 8: Must I appear personally at the shareholders' meeting to present the proposal?

Either you, or your representative who is qualified under state law to present the
proposal on your behalf, must attend the meeting to present the proposal. Whether
you attend the meeting yourself or send a qualified representative to the meeting in
your place, you should make sure that you, or your representative, follow the proper
state law procedures for attending the meeting and/or presenting your proposal.

If the company holds it shareholder meeting in whole or in part via electronic media,
and the company permits you or your representative to present your proposal via such
media, then you may appear through electronic media rather than traveling to the
meeting to appear in person,

If you or your qualified representative fail to appear and present the proposal, without
good cause, the company will be permitted to exclude all of your proposals from its
proxy materials for any meetings held in the following two calendar years.

Question 9: If I have complied with the procedural requirements, on what other bases may a
company rely to exclude my proposal?

Improper under state law: If the proposal is not a proper subject for action by
shareholders under the laws of the jurisdiction of the company's organization;



Not to paragraph {i}{1)

Depending on the subject matter, some proposals are not considered proper under
state law if they would be binding on the company if approved by shareholders. In our
experience, most proposals that are cast as recommendations or requests that the
board of directors take specified action are proper under state law. Accordingly, we will
assume that a proposal drafted as a recommendation or suggestion is proper uniess
the company demonstrates otherwise, '

Victation of Jaw: If the proposal would, if implemented, cause the company to violate
any state, federal, or foreign law to which it is subject;

Not to paragraph (i)(2)

Note to paragraph (i)(2): We will not apply this basis for exclusion to permit exclusion
of a proposal on grounds that it would violate foreign law if compliance with the foreign
law could result in a violation of any state or federal law.

Violation of proxy rules: If the proposal or supporting statement is contrary to any of
the Commission's proxy rules, including Rule 14a-9, which prohibits materially false or
misleading statements in proxy soliciting materials;

Personal grievance; special interest: If the proposal relates to the redress of a personal
claim or grievance against the company or any other person, or if it is designed to
result in a benefit to you, or to further a personal interest, which is not shared by the
other shareholders at large;

Relevance: If the proposal relates to operations which account for less than S percent
of the company's total assets at the end of its most recent fiscal year, and for less than
S percent of its net earning sand gross sales for its most recent fiscal year, and is not
otherwise significantly related to the company's business;

Absence of power/authority: If the company would lack the power or authority to
implement the proposal;

Management functions: 1f the proposal deals with a matter relating to the company's
ordinary business operations;

Relates to election: If the proposal relates to an election for membership on the
company's board of directors or analogous governing body;



10.

11,

12,

13.

Conflicts with company's proposal: If the proposal directly conflicts with one of the
company's own proposals to be submitted to shareholders at the same meeting.

Note to paragraph {i){(9)

Note to paragraph (i}{9): A company's submission to the Commission under this
section should specify the points of conflict with the company's proposal.

Substantially implemented: If the company has already substantially implemented the
proposal; :

Duplication: If the propesal substantially duplicates another proposal previously
submitted to the company by another proponent that will be included in the company's
proxy materials for the same meeting;

Resubmissions: If the proposal deals with substantially the same subject matter as
another proposal or proposals that has or have been previously included in the
company's proxy materials within the preceding 5 calendar years, a company may
exclude it from its proxy materials for any meeting held within 3 calendar years of the
last time it was included if the proposal received:

i. Less than 3% of the vote if proposed once within the preceding 5 calendar
years;

ii. Less than 6% of the vote on its last submission to shareholders if proposed twice
previously within the preceding S calendar years; of

iii. Less than 10% of the vote on its last submission to shareholders if proposed
three times or more previously within the preceding 5 calendar years; and

Specific amount of dividends: If the proposal relates to specific amounts of cash or
stock dividends.

j. Question 10: What procedures must the company follow if it intends to exclude my proposal?

1

2.

If the company intends to exclude a proposal from its proxy materials, it must file its
reasons with the Commission no later than 80 calendar days before it files its definitive
proxy statement and form of proxy with the Commission. The company must
simultaneously provide you with a copy of its submission. The Commission staff may
permit the company to make its submission later than 80 days before the company
files its definitive proxy statement and form of proxy, if the company demonstrates
good cause for missing the deadline.

The company must file six paper copies of the following:



i. The proposal;

li. An explanation of why the company believes that it may exclude the proposal,
which should, if possible, refer to the most recent applicable authority, such as
prior Division letters issued under the rule; and

iil. A supporting opinion of counsel when such reasons are based on matters of
state or foreign law. ‘

k. Question 11: May I submit'my own statement to the Commission responding to the
company's arguments?

Yes, you may submit a response, but it Is not required. You should try to submit any response
to us, with a copy to the company, as soon as possible after the company makes its
submission. This way, the Commission staff will have time to consider fully your submission
before it issues its response. You should submit six paper copies of your response.

I. Questicn 12: If the company includes my sharehclder proposal in its proxy materials, what
information about me must it include along with the proposal itself?

The company's proxy statement must include your name and address, as well as the
number of the company's voting securities that you hold. However, instead of providing
that information, the company may instead include a statement that it will provide the
information to shareholders promptly upon receiving an oral or written request.

The company is not responsible for the contents of your proposal or supporting
statement.

m. Question 13: What can I do if the company includes in its proxy statement reasons why it

believes shareholders should not vote in favor of my proposal, and I disagree with some of its
statements?

i

The company may elect to include in its proxy statement reasons why it believes
shareholders should vote against your proposal. The company is allowed to make
arguments reflecting its own point of view, just as you may express your own point of
view in your proposal's supporting statement.

However, if you believe that the company's opposition to your proposal contains
materially false or misleading statements that may violate our anti- fraud rule, Rule
143-9, you should promptly send to the Commission staff and the company a letter
explaining the reasons for your view, along with a copy of the company's statements
opposing your proposal, To the extent possible, your letter should include specific
factual information demonstrating the inaccuracy of the company's claims, Time
permitting, you may wish te try to work out your differences with the company by
yourself before contacting the Commission staff,



3. We require the company to send you a copy of its statements opposing your proposal
before it mails its proxy materials, so that you may bring to our attention any
materially false or misleading statements, under the following timeframes:

If our no-action response requires that you make revisions to your proposal or
supporting statement as a condition to requiring the company to include it in its
proxy materizals, then the company must provide you with a copy of its
opposition statements no later than 5 calendar days after the company receives
a copy of your revised proposal; or

In al! other cases, the company must provide you‘ with a copy of its opposition
statements no later than 30 calendar days before its files definitive copies of its
proxy statement and farm of proxy under Rule 14a-6.
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Bazile R. Lanneau, Jr.
790 Hwy 61 South
Natchez, MS 39120
(601) 4454143
blanneau@belisouth.net

December 7, 2005
VIA EMAIL AND CERTIFIED MAIL

Mr. W. Page Ogden, Chairman & CEQ
Britton & Koontz Capital Corporation
500 Main St.

Natchez, MS 39120

Re: Sharcholder proposal for 2006 Annual Meeting of Shareholders
Dear Mr. Ogden:

I am in receipt of your letter of December 2, 2005 informing me of Britton & Koontz Capital
Corporation’s decision to object to my shareholder proposal. Specifically you indicate that my
proposal violates the One-Proposal Rule as set forth in Rule 14a-8(c).

My proposal consists of a single well-defined unifying concept: that the board of directors reduce
shareholder approval voting requirements to the minimal levels required by statc law, including
elimination of the 80% supermajority vote required to amend sections of B&K’s Articles of
Incorporation. The specific request regarding amendment of Articles provisions is a subset of
the request to “...adopt simple majority voting (majority of votes cast) for all matters submitted
for shareholder approval...”

In response to your comments, I have agreed to modify my proposal as follows:

RECOMMEND: Request that the Board take all steps necessary to adopt simple majority voting
{majority of votes cast) for all matters submitted for shareholder approval (except where a larger
vote is required by law), including the elimination of the 80% supermajority voting requirements

contained in B&K'’s Articles of Incorporation.

Sincerely yours,

Fid Lounf.

Bazile R. Lannecau, Jr
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RESTATED

ARTICLES OF ASSOCIATION
OF

BRITTON & KOONTZ CAPITAL CORPORATION

NATCHEZ, MISSISSIPPI

Adopted  July 19, 1982
Amended & Restated  December 13, 1982
November 30, 1983
February 20, 1992
May 18, 1995
May 16, 1996
September 17, 1996
April 25, 1997
October 2, 2002
November 16, 2004



AMENDED AND RESTATED
ARTICLES OF INCORPORATION
OF

BRITTON & KOONTZ CAPITAL CORPORATION

FIRST:The name of the corporation is Britton & Koontz Capital Corporation.
SECOND:  The period of its duration is ninety-nine (99) years.

THIRD: . The specific purpose or purposes for which the corporatlon is orgamzed
stated in general terms are:

Primarily, to purchase, own and hold the stock of other corporations, and to do every act and
thing covered generally by the denomination "holding corporation” or "holding
company," and especially to direct the operations of other corporatlons through the
ownershlp of stock therein; to purchase, subscribe for, acquire, own, hold, sell, exchange,
assign, transfer, create security interest in, pledge or otherwise dispose of shares of the
capital stock, or any bonds, notes, securities or evidences of indebtedness created by any
other corporation or corporations organized under the laws of this state or any other state
or district or country, nation or government and also bonds or evidences of indebtedness
of the United States or any other state, district, territory, dependency or country or
subdivision or municipality thereof; to issue in exchange therefor shares of the capital
stock, bonds, notes or other obligations of the corporation and while the owner thereof to
exercise all the rights, powers and privileges of ownership including the right to vote on
any shares of stock; to promote, lend money to and guarantee the bonds, notes, evidences
of indebtedness, contracts or other obligations of, and otherwise aid in any manner which
shall be lawful, any corporation or association of which any bonds, stocks or other
securities or evidences of indebtedness shall be held by or for this corporation, or in
which, or in the welfare of which, this corporation shall have any interest, and to do any
acts and things permitted by law and designed to protect, preserve, improve or enhance
the value of any such bonds, stocks or other securities or ev:dcnces of indebtedness or the

~ property of this corporation.

And, to engage in such activities or businesses as may from time to time be permitted by State or
Federal statutes, regulations or authorities, including, but not limited to, the business of
acting as agent or broker for insurance companies in soliciting and receiving application
for any and all types of insurance, collecting premiums and doing such other business as
may be delegated to agents or brokers by such insurance companies and to conduct an
insurance agency and insurance brokerage business.



To do any and all things and exercise any and all powers, rights and privileges which the
corporation may now or hereafier be authorized to do under the Mississippi Business
“Corporation Act. '

- FOURTH:  The Corporation has authority to issue 12,000,000 shares of capital stock
all of which shall be designated as common stock with a par value of $2.50 per share,

FIFTH: The corporation will not commence business until consideration of the
value of at least $1,000 has been received for the issuance of shares.

SIXTH: Britton & Koontz Capital Corporation shall have the right to purchase its
- own shares to the extent of its unreserved and unrestricted earned surplus and capital surplus
available therefor.

SEVENTH: If any person, firm, or corporation, (herein referred to as the Tender
Offeror) or any person, firm, or corporation controlling the Tender Offeror, controlled by the
Tender Offeror, or under common control with the Tender Offeror, or any group of which the
Tender Offeror or any of the foregoing persons, firms, or corporations are members, or any other
group controlling the Tender Offeror, controlled by the Tender Offeror, or under common control
with the Tender Offeror owns of record, or owns beneficially, directly or indirectly, more than
10% of any class of equity voting security of this Corporation with the Tender Offeror, then any
merger or consolidation of this corporation with the Tender Offeror, or any sale, lease, or
" ‘exchange of substantially all of the assets of this Corporation or of the Tender Offeror to the
other may not be effected under the laws of Mississippi unless a meeting of the shareholders of
this Corporation is held to vote thereon and the votes of the holders of voting securities of this
Company representing not less than 80% of the votes entitled to vote thereon, vote in favor
thereof. As used herein, the term group includes persons, firms, and corporations acting in
concert, whether or not as a formal group, and the term equity security means any share or
similar security; or any security convertible, with or without consideration, into such a security,
or carrying any warrant to subscribe to or purchase such a security; or any such warrant or right.
The foregoing provision is to require a greater vote of shareholders than is required by
Mississippi Code of 1972 Section 79-3-145 (dealing with mergers and consolidations) and
Section 79-3-157 (dealing with sales, mortgages, etc. of assets outside the ordinary course of
business) and the provisions of this Article SEVENTH shall not be amended, changed or
repealed without a similar 80% vote of the voting securities in this Corporation, which is a
greater vote than required by Mississippi Code of 1972 Section 79-3-117 (dealing with
amendments to these Articles of Incorporation).

EIGHTH:  Pursuant to the provisions of Section 79-4-2.02(b)(4), Miss. Code Ann.
(1972), as Amended, the Directors of the Corporation shall not be liable to the Corporation or its
shareholders for money damages for any action taken, or any failure to take action, as a Director,
except liability for: (a) the amount of a financial benefit received by a Director to which he is not
entitled; (b) an intentional infliction of harm on the corporation or the shareholders; (c) a
violation of Section 79-4-8.33, Miss. Code Ann. (1972), as Amended; or (d) an intentional
violation of criminal law.



NINTH: The name and post office address of each incorporator is:

NAME STREET AND POST OFFICE ADDRESS
W. J. Feltus, Jr. 200 D'Evereaux Drive
P. O. Box 1067

Natchez, Mississippi 39120

Albert W. Metcalfe 108 Overton Road
| Natchez, Mississippi 39120

TENTH: The Corporation shall have three classes of directors, each class to be as
nearly equal in number as possible, the term of office of directors of the first class to expire at the
first annual meeting of the shareholders after their election, that of the second class to expire at
the second annual meeting afier their election, and that of the third class to expire at the third
annual meeting afier their election. At each annual meeting afier such classification, the number
of directors equal to the number of the class whose term expires at the time of such meeting shall
be elected to hold office.

Directors shall be elected only at annual meetings of shareholders, and any vacancy in the
Board of Directors, however created, shall be filled at the annual meeting succeeding the creation
of such vacancy. If the number of directors is changed, any increase or decrease shallbe
apportioned among the classes so as to maintain the number of directors in each class as nearly
equal as possible, and any additional director of any class elected to fill a vacancy resulting from
an increase in such class shall hold office for a term that shall coincide with the remaining term
of that class, but in no case will a decrease in the number of directors shorten the term of any
incumbent director.

No member of the Board of Directors may be removed, with or without cause, except at a
meeting called in accordance with the Bylaws expressly for that purpose and except upon a vote
in favor of such removal of the holders of eighty percent (80%) of the shares then entitled to vote
at an election of directors; and in the event that less than the entire Board is to be removed, no
one of the directors may be removed if the votes cast against his removal would be sufficient to
elect him if then cumulatively voted at an election of the class of directors of which he is a part.

The vote of shareholders required to alter, amend or repeal this Article TENTH, or to
alter, amend or repeal any other Article of the Articles of Incorporation in any respect which
would or might have the effect, direct or indirect, of modifying, permitting any action
inconsistent with, or permitting circumvention of this Article TENTH, shall be by the affirmative
vote of at least eighty percent (80%) of the total voting power of all shares of stock of the
Corporation entitled to vote in the election of directors, considered for purposes of this Article as
one class.

ELEVENTH: The Board of Directors of the Corporation, in connection with the exercise
of its judgment in determining what is in the best interest of the Corporation and its sharcholders
when evaluating any proposed Major Business Transaction (as defined below), in addition to



considering the adequacy of the amount of consideration to be paid in connection with such
transaction, shall consider all of the following factors and any other factors which it deems
relevant: '

(a)  thesocial and economic effects of the transaction on the Corporation, any
subsidiary, depositors, loan and other customers, creditors and employees of the
Corporation and its subsidiaries, and other elements of the community in which the
Corporation and its subsidiaries operate or are located;

(b)  thebusiness, financial condition and earnings prospects of the acquiring person,
including, but not limited to, debt service and other existing or likely financial obligations
of the acquiring person, and the possible effect of such conditions upon the Corporation,
its subsidiaries and the other elements of the commumty in which the Corporatlon and its
subsidiaries operate or are located; and

(c)  the competence, experience and mtegnty of the acquiring person and its’
management.

For purposes of this Article, the term "Major Business Transaction" shall mean (i) any
merger or consolidation of the Corporation or any subsidiary, (ii) any sale, exchange, transfer or
other disposition of all or substantially all of the Corporation's or any subsidiary's assets, (iii) any
offer to purchase any or all of the Corporation's securities, or (iv) any similar transaction or
event,

The vote of shareholders required to altér, amend or repeal this Article ELEVENTH, or to
alter, amend or repeal any other Article of the Articles of Incorporation in any respect which
would or might have the effect, direct or indirect, of modifying, permitting any action

- inconsistent with, or permitting circumvention of this Article ELEVENTH, shall be by the
affirmative vote of at least ei ghty percent (80%) of the total voting power of all shares of stock of
the Corporation entitled to vote in the election of directors, considered for purposes of this
Article as one class.

TWELFTH: Effective June 1, 1996, the Corporation hereby elects to be governed by
the provisions of the Mississippi Control Share Act, §79-27- 1 et. seq., and to be an "1ssu1ng
public corporation” for all purposes thereof.

The vote of shareholders required to alter, amend or repeal this Article TWELFTH, or to
alter, amend or repeal any other Article of the Articles of Incorporation in any respect which
would or might have the effect, direct or indirect, of modifying, permitting any action
inconsistent with, or permitting circumvention of this Article TWELFTH, shall be by the
affirmative vote of at least eighty percent (80%) of the total voting power of all shares of stock of
the Corporation entitled to vote in the election of directors, considered for purposes of this
Article as one class.
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Rumors of B&K takeover unfounded

By JOAN GANDY
The Natchez Democrat Published: Nov 01, 2005 - 11:48:49 pm CST

Natchez ~ Britton & Koontz Bank is not the target of a corporate takeover, Page Ogden,
president and CEO said Tuesday.

“I know the rumors have been flying here lately, but I don't know of any big suitors we have out
there,” Ogden said. . -

Britton & Koontz is doing well, he said. "And the market for community banks like ours is hot. But
our board of directors has no desire to eliminate B&K Bank in the community we serve. We all
have a tremendous sense of stewardship toward the bank.”

One impetus for speculation about the sale of the bank may have been Security and Exchange
Commission filings by two separate entities earlier this year.

The Schedule 13D filings, one by David M.W. Harvey of Reno, Nev., and the other by Bazile R,
Lanneau Jr. of Natchez, call for the bank’s board of directors to pursue a buyer,

The May 23 filing by Harvey, who has filed similar reports on other small banks in which he owns
small percentages, indicates that he represents ownership of 147,542 shares of B&K stock, or
6.97 percent,

Total B&K shares outstanding on Sept.‘30 were 2.1 million.

In his filing, Harvey refers to the company stock as “undervalued” and says the shareholders
would benefit from sale to a larger company.

The Lanneau filing states that B&K stock is “very thinly traded ... and undervalued” and that the
board should “pursue a sale ... to a larger financial services organization.” :

A former B&K executive and board member, Lanneau and family members named in the filing
own 189,649 shares of stock, or 8.96 percent.

Contacted for comment on the SEC filing, Lanneau said he preferred not to comment at this time
but to “let the filing speak for itself.”

Meanwhile, another bank event also may have triggered talk, even though the plan was
announced earlier in the year. ,

On Sept. 15, the bank offered certain employees a “graduated voluntary severance package,”
Ogden said. “We extended that offer until Nov. 1.” Tuesday was the last day for the group of
employees who chose to take the offer.

“Banking is changing. Technology and certain situations dictate this,” Ogden said. "B&K always
tries to be a generous employee and to be a just and fair employee. We'll have some more
details about this severance in about two weeks.”

The Schedule 13D filings are part of being a publicly traded company, Ogden said. "They are
shareholders and have the right to say what they want to say. I respect that right,” Ogden said.
“With being a public company come all the praise and all the criticism.”

However, the board of directors takes into account the more than 1,000 shareholders of the
company when decisions are made,

“We'll weigh all the complaints. This bank has a very bright future,” Ogden said.

Britton & Koontz Corporation, with headquarters in Natchez, has three banks in Natchez, two in
Vicksburg and one in Baton Rouge.
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Bazile R. Lanneau, Jr.
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January 10, 2006
VIA EMAIL to cfletters@sec.gov

U.S. Securities and Exchange Commission
Division of Corporation Finance

Office of Chief Counsel

100 F Street, N.E.

Washington, D.C. 20549

Re:  Sharcholder Proposal of Bazile R. Lanneau, Jr.
Britton & Koontz Capital Corporation no action request

Ladies and Gentleman:

This letter is written in response to the no-action request letter of Britton & Koontz Capital
Corporation (the “Company”) regarding my recent shareholder proposal to eliminate
supermajority shareholder voting requirements.

Message is clear and consistent. It is my belief that, contrary to the Company’s assertions,
shareholders will not be mislead by the direct and plain language of my proposal, which,
when interpreted in its entirety, has a simple message. That message is:

1. that I believe the supermajority voting requirements found in the Company’s
corporate governance documents negatively impact the ability of shareholders to
effect change within the corporation,

2. that a lower voting requirement such as a simple majority would be more appropriate
and would provide shareholders a greater voice in corporate affairs,

3. that supermajority provisions are increasingly out of favor with shareholder advocates
and substantial investors, and

4. that, in my opinion, a lower voting requirement would encourage the board of
directors and management to be more responsive to shareholder concerns.

Single proposal. The Company’s request would have the Commission believe that it was
my intention to submit a second “Director Election Proposal” requiring a greater vote to elect
directors. It is not my intention and the proposal taken in its entirety does not support this
construction. When I modified my Recommendation at the Company’s request (I do not
believe it was required) I specifically stated that the unifying concept was “...that the board
of directors reduce [italics added] shareholder approval voting requirements...” The
Company’s present confusion in this regard is disingenuous. I hope the Commission will
agree that my intent to reduce and not increase voting requirements is clear. If the
Commission believes there is any possibility of shareholder or legitimate company confusion
it can easily be remedied by further modification of the recommendation. It should be noted
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that the Company, in its first objection, did not indicate what it believed the second proposal
to be. Had it done so at that time I would have modified the Recommendation to eliminate
the alleged ambiguity.

The Company’s request would have the Commission restrict my proposal to “elimination of
takeover defenses”. That is certainly one aspect of corporate governance provisions which
shareholders may subsequently wish to modify. My proposal is broader than that and is
intended to encompass all matters that shareholders may have an interest in.

Shareholder interests. The Company’s request would have the Commission believe that
shareholders are unable to determine what their own interests are. The definition of
“Interests” 1s inherently subjective. I have confidence in the ability of shareholders to
determine what their individual interests are and I recognize that other shareholders,
including the board and management, may weigh them differently than I do. Each
shareholder has the right to support or disagree with my proposal.

Background. The Company asserts that this portion of the proposal is materially false and
misleading. The purpose of this section is to indicate that the supermajority provisions are
not required by law, that they were enacted a number of years ago when the purpose of
adoption may have been more desirable or appropriate and that I believe circumstances are
different today. My assertions as to when supermajority provisions were adopted were based

On memory.

Whether provisions were adopted in the ‘80s or 1996 should be immaterial. Significant
change has occurred within the Company even since the additional supermajority provisions
were adopted on May 16, 1996. Practically speaking, reference to specific dates is not
needed and could be eliminated from this portion of the supporting statement if the SEC
deems it advisable.

Different company. In its request the Company asserts that the Background section of the
supporting statement is misleading because the company is in fact not a “different company’
and that there must be some dramatic change for a proponent to indicate that things have
changed. The Company’s interpretation of a proponents’ ability to describe change is
inappropriately restrictive for a statement of support which by its nature will contain
subjective phrases which each shareholder must interpret for himself. Unfortunately, the
Company confuses statements of opinion with material factual assertions.

b3

To state that “B&K is a different company” doesn’t require limitation to supermajority
provisions. Yes, all the supermajority provisions have been there for almost a decade, but
more importantly the facts and circumstances regarding the Company’s ownership, market
for its stock (including liquidity and price), geographic foot print, size of business, etc. have
in fact changed.

The Company became listed on the Nasdaq October 17, 1996 affer the supermajority
provisions and a poison pill were adopted. The number of shareholders and market
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capitalization of the company has approximately doubled. The shareholder base has become
more diversified since the Nasdaq listing. According to the 1997 proxy statement directors
and executive officers of the Company held or controlled 38.87% of the Company’s stock
and by my best estimates, the same group now holds or controls less than §%.

Much more has occurred since 1996. In order to obtain growth outside the limitation of its
sole market in Natchez, the Company entered three additional market areas: Vicksburg and
Madison, Mississippi and Baton Rouge, Louisiana. Total assets have more than doubled.
However, the Company has since abandoned its Madison, Mississippi initiative, closed two
out of three offices in Baton Rouge and embarked on significant staffing and expense
reductions in an attempt to improve profitability while fundamental deposit growth has been
unimpressive. The Company, not too surprisingly, has encountered substantial difficulty in
penetrating and growing profitably in these highly competitive markets where many
competitors have greater managerial depth and financial resources.

Today, two shareholder groups have 13D filings outstanding wherein they suggest that
shareholders would be financially better off with a sale of the Company. This is not
“business as usual”, despite, according to a recent news article, management’s indication that
‘The Schedule 13D filings are part of being a publicly traded company.” Joan Gandy,
Rumors of B&K takeover unfounded, The Natchez Democrat, Nov. 1, 2005.

There is ample evidence that significant change has occurred within the Company.

I hope that the Commission will agree that the Background portion of the statement of
support fairly presents the idea that there are reasons a shareholder might no longer find
supermajority provisions useful. Certainly, it is clear that this shareholder holds that opinion.
I believe any confusion due to the 1980s reference would be minor and that it can be readily
corrected by modification if the Commission deems it advisable.

Proposal and statement are vague. The Company’s arguments in the section on page 4
titled “A. The Proposal and Statement in Support are Vague” depend on there being a
“Director Election Proposal.” There is none.

Defensive shield and board economic interests. My supporting statement indicates that I
believe a board and management might use supermajority voting requirements as a defensive
shield against shareholder pressure for change. This is a common theme in today’s corporate
world and proposals such as this are neither novel nor unique. My contention is that there
should not be such insulation from accountability to shareholders; however, that contention
does not imply that the practice is illegal or impugn the character of board or management.

Board disagreement with shareholders. At present there is substantial disagreement
between the board and two shareholder groups which have made 13D filings with the
Commission (I am a participant in one). In both instances, the shareholder groups encourage
the Company to sell to a larger financial institution. The board and management apparently
do not want to sell at this time and have said as much to me and to the press. In this context,
board ownership percentages are quite pertinent as is the board’s position regarding sale or
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takeover. These are certainly issues a shareholder would want to consider in determining
whether the maintenance of supermajority provisions is advisable or not.

Additionally, I believe management has discussed its position with certain financial analysts.
This may be speculation on my part, but I can only assume that the following excerpt from a
research paper published by FTN Midwest Securities Corp. on June 1, 2005 was derived in
part from discussions with management, providing further evidence of the Company’s
position regarding independence:

“In a 13-D filing on May 23, Hot Creek Capital, David Harvey’s investment vehicle,
disclosed ownership of 6.97% of BKBK’s shares. In the filing Hot Creek indicated its
intention to “assert shareholders’ rights” and “influence the policies” of the
Company. Specifically, Hot Creek indicated its intention to push the Board to sell
the Company. Despite any public efforts by this group, we believe the Board and
management remain firmly committed to maintaining BKBK’s independence.
Similarly, while we do not expect the Board to do either over the near term, we
believe that BKBK would consider a going private transaction before the Board
would opt to find a partner.”

The Company may have valid reasons for wanting to remain independent and is free to
discuss them with its shareholders and the public. At a minimum it is not unreasonable to
alert shareholders that some board members’ interests may be different from theirs.
Shareholders should be free to reach their own conclusion and I doubt that a reasonable
interpretation includes “heedless” or “illegal”. Presentation of board ownership and a quote
indicating opposition to shareholder initiatives in my supporting statement is totally
consistent with the facts surrounding the present shareholder disputes and does not impugn
the character of the board or management.

Inclusion of management quote. In the context of the present public disagreement between
certain shareholders and the Company, inclusion of a management quote indicating Company
opposition to the shareholders’ stated position is appropriate. Whether the Company is in
fact acting for or against shareholder interests is for the shareholders themselves to
determine.

Specific article references. The Company objects to the inclusion of summary information
regarding specific articles. This section is not intended to be a legal treatise regarding the
content and effect of each article, but to identify their subject areas and why I believe the
supermajority provisions contained therein may no longer be desirable. The Company will
have unlimited space in its proxy statement to argue the merits of my proposal’s
recommendation.
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For all the forgoing reasons, 1 hereby request that the Staff deny the Company’s request.

Please acknowledge receipt of this letter by email to blanneau@bellsouth.net. The Staff
contact me at (601) 445-4143 for further discussion if deemed useful.

Sincerely yours,

Ll Fonnian S

Bazile R. Lanneau, Jr.

cc: W. Page Ogden



‘ . DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

 The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to ‘
recommend enforcement action to the Commission. In connection with a shareholder proposal
-under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

 Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
‘Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
. to include shareholder proposals in its proxy materials. Accordingly a discretionary
* determination not to recommend or take Commission enforcement action, does not preclude a
propoenent, or any shareholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material.



February 22, 2006

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Britton & Koontz Capital Corporation
Incoming letter dated December 27, 2005

The proposal recommends that the board take all steps necessary to adopt simple
majority voting for all matters submitted for shareholder approval, including the
elimination of the 80% supermajority voting requirements contained in B&K’s articles of
incorporation.

We are unable to concur in your view that Britton & Koontz may exclude the
proposal under rule 14a-8(c). Accordingly, we do not believe Britton & Koontz may
omit the proposal from its proxy materials in reliance upon rule 14a-8(c).

We are unable to concur in your view that Britton & Koontz may exclude the
proposal under rule 14a-8(1)(3). Accordingly, we do not believe Britton & Koontz may
~ omit the proposal from its proxy materials in reliance upon rule 14a-8(i)(3).

Sincerely, :

Jwrmasan) Z&J%ﬁ fwell

Tamara M. Brightwell
Attorney-Adviser



