PO 30

UNITED STATES _
SECURITIES AND EXCHANGE COMMISSION 7
WASHINGTON, D.C. 20549-3010
| 6-5-07
DIVISION OF
CORPORATION FINANCE
FECDET T §
TITER I |
07078381
Victoria R. Westerhaus 1086
Stinson Morrison Hecker LLP
1201 Walnut, Suite 2900 Act: \Qf)
Kansas City, MO 64106-2150 Section:
Rule:
Re:  Torotel, Inc. P:bTi L\'A !
Incoming letter dated June 5, 2007 'c .
Availability:

Dear Ms. Westerhaus:

This is in response to your letters dated June 5, 2007 and July 19, 2007
conceming the shareholder proposal submitted to Torotel by Basil P. Caloyeras. We also
have received a letter on the proponent’s behalf dated July 6, 2007. Our response is
attached to the enclosed photocopy of your correspondence. By doing this, we avoid
having to recite or summarize the facts set forth in the correspondence. Copies of all of
the correspondence also will be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.
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Washington, D.C. 20549

Re: Omission of Shareholder Proposal of Basil P. Caloveras

Dear Ladies and Gentlemen:

This letter is to inform you that it is the intention of our client, Torotel, Inc.
(the "Company"), to omit from its proxy statement and form of proxy for its 2007
Annual Meeting of Shareholders (collectively, the "2007 Proxy Materials") the
Proposal (as defined below) submitted by Basil P. Caloyeras (the "Proponent™). The
letter setting forth such Proposal (the "Proposal Letter") is attached hereto as
Exhibit A.

We hereby notify the Division of Corporation Finance (the "Division") of the
Securities and Exchange Commission (the "Commission") of the Company's intention
to exclude the Proposal from its 2007 Proxy Materials, and we respectfully request
that the staff of the Division (the "Staff") concur in our view that the Proposal is
excludable because: (a) the Proposal fails to satisfy the technical requirements of Rule
14a-8(b); (b) the Proposal is improper under state law and, thus, is in violation of
Rule 14a-8(i}(1); (c} the Proposal would, if implemented, cause the Company to
violate state law and, thus, is in violation of Rule 14a-8(i)(2); and (d) the Proposal is
actually one of several proposals submitted by other shareholders of the Company
who the Company believes are the "alter ego" of the Proponent thereby violating the
"one proposal" limit of Rule 14a-8(c). For avoidance of confusion, the capitalized
term "Rule" refers to a rule under Regulation 14A promulgated under the Securities
Exchange Act of 1934, as amended (the "Exchange Act").

Pursuant to Rule 14-8(j)(2), I am enclosing six copies of this letter and all
exhibits thereto. In accordance with Rule 14a-8(j), a copy of this submission is being
sent to the Proponent.
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BACKGROUND

This section outlines: (i) the prior shareholder proposal (actually multiple
proposals) submitted by the Proponent for the Company's 2006 Annual Meeting of
Shareholders; (ii) the circumstances surrounding the submission of the Proposal by
the Proponent and the other proposals for the 2007 Annual Meeting of Shareholders
(collectively, the "Caloyeras Group Proposals") submitted by each of Alexandra
Caloyeras, Aliki Caloyeras (collectively with the Proponent and Alexandra
Caloyeras, the "Caloyeras Family"), Dantel Shiffman and Gary and Shirley
Wiglesworth (the Caloyeras Family, Mr. Shiffman and the Wiglesworths are
collectively referred to herein as the "Caloyeras Group"); and (iii) each of the
Caloyeras Group Proposals.

L Prosposal by the Proponent for the Company's 2006 Annual Meeting of
Shareholders

The Proponent submitted a proposal for inclusion in the proxy materials for
the Company's 2006 Annual Meeting of Shareholders. Such proposal actually
contained multiple proposals and, therefore, was in violation of Rule 14a-8(c). The
Company sought to exclude the proposal under Rule 14a-8(c), and the Commission
concurred that there was some basis to exclude the proposal for this reason. See
Torotel, Inc, (November 1, 2006), which we have attached hereto for your
convenience as Exhibit B. The text of such proposal reads as follows:

RESOLVED, that the shareholders of Torotel, Inc.
("Corporation™) approve amending Articles Six and Nine of the
Corporation's Articles of Incorporation to remove certain provisions of
the Corporation's Bylaws that unduly restrict shareholder rights and
decrease shareholder value as follows:

Article Six:

"The number of Directors is five. Directors shall be elected by
Shareholders holding not less than 50% of outstanding shares at each
annual meeting of Shareholders, but if such annual meeting is not held
or Directors are not elected thereat, Directors may be elected at a
special meeting of Shareholders. Directors shall hold office until the
next annual meeting and until their successors are elected and
qualified. The declassification effectuated by this provision shall not
affect unexpired terms of Directors previously elected."

Article Nine:

"Only a majority of Shareholders may make, alter, amend, suspend
or repeal the Bylaws. With respect to the Bylaws currently in effect,
each of the following provisions is hereby revoked in its entirety:
Article II, Sections 13, 14, and 15; Article I1l, Section 2, 8, and 10 and
Article XIII. Article II, Section 2 shall be amended to read that a
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special meeting of Shareholders may be called by the President, Board
of Directors or Shareholders holding not less than 15% of outstanding
shares of the Corporation.”

As discussed below in greater detail, all of the Caloyeras Group Proposals are
identical to "sub-proposals” contained in the proposal submitted by the Proponent for
the 2006 Annual Meeting of Shareholders. The Company concluded at that time that
each of the "sub-proposals” was actually a separate proposal and, therefore, they were
excludable from the proxy materials for the 2006 Annual Meeting of Sharcholders.
In light of this argument, the Commission concurred that we had some basis to
exclude the proposal (and the "sub-proposals"} because they violated the "one
proposal” rule of Rule 14a-8(c).

IL Circumstances Surrounding the Caloyeras Group Proposals

As noted above, the Company received the Caloyeras Group Proposals from
members of the Caloyeras Family, Daniel Shiffman (husband of Aliki Caloyeras) and
Gary and Shirley Wiglesworth (whom the Company believes are friends of the
Caloyeras Family and also granted a proxy to the Proponent for both the 2005 and
2006 Annual Meetings of Sharcholders). The Caloyeras Group Proposals were
delivered to the Company in one delivery by Proponent's counsel, who also served as
counsel to the Proponent in connection with his proposal for the 2006 Annual
Meeting of Shareholders. Shortly after delivery of the Caloyeras Group Proposals,
Proponent's counsel contacted me to ensure the Caloyeras Group Proposals had been
received and to inquire as to whether the Company would seek to exclude the
proposals. At that time, Proponent's counsel did not indicate that they only
represented the Proponent or the Caloyeras Family and that they did not represent Mr.
Shiffman or the Wiglesworths. In fact, during our call, the attention of Proponent's
counsel was focused on all of the Caloyeras Group Proposals.

Furthermore, 1 received both a voicemail message and an electronic mail
message on April 30, 2007 from Proponent's counsel asking that we confirm which
proposal was submitted by Alexandra Caloyeras because Proponent’s counsel was
concerned that the file copy may have been dropped and reassembled incorrectly. In
the electronic mail message, Proponent’s counsel stated:

[ am following up on our phone conversation with this e-mail to
confirm that the proposal submitted by Alexandra Caloyeras was with
respect to Article 11, Section 14 and the proposal submitted by Mr.
Shiffman was with respect to the one year terms of directors. All other
proposals are as received by you in your packet. I apologize for the
confusion, but, again, we are filing a 13D and want everyone to be on
the same page.

On May 4, 2007, on behalf of the Company, we delivered letters to all

members of the Caloyeras Group indicating the various technical failures contained in
their respective proposals and informing each of them that the Company believed
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they may be acting as an undisclosed "group” in violation of Section 13(d)(1) of the
Exchange Act. For reasons discussed herein, the Company believed at that time and
still believes today that the other members of the Caloyeras Group are in fact the
"alter egos" of the Proponent. Each of these letters is attached hereto as Exhibit C
(collectively, the "Deficiency Letters"). The Deficiency Letters contain copies of the
Caloyeras Group Proposals. Proponent's counsel received copies of all of the
Deficiency Letters.

Following receipt of the Deficiency Letters, Proponent’s counsel contacted me
and said their firm represented the Caloyeras Family and did not represent Mr.
Shiffman or the Wiglesworths. During our conversation, I told Proponent's counsel
that the Company would not pursue the undisclosed "group" issue (under Section
13(d)(1) of the Exchange Act) as a basis for exclusion of the Caloyeras Group
Proposals; however, I indicated to him and later confirmed by email that this would
not preclude the Company from moving forward with its plans to seek to exclude the
Caloyeras Group Proposals on various other bases, including the "alter ego" theory
under Regulation 14A.

On May 20, 2007, the Company received letters from Proponent's counsel, on
behalf of the Caloyeras Family, and the Wiglesworths (each a "Response Letter").
The Response Letters are attached hereto as Exhibit D. Each of these letters claimed
that there was no "group" for federal securities law purposes. The Response Letters
appear 10 be inconsistent with the inference from the prior email and voicemail
messages from Proponent's counsel noted above.

I1I. The Proposal and the Other Caloyeras Group Proposals

The Proposal is as follows;

RESOLVED, that the shareholders of Torotel, Inc. (the
"Corporation") approve amending Article Nine of the Corporation's
Articles of Incorporation and adding a new Article at the end of the
Articles of Incorporation, that would have the effect of removing
certain related provisions of the Corporation's Amended and Restated
By-Laws and preventing further amendment that would have adverse
effects on shareholder rights, which will read as follows:

Article Nine as Amended:

"Only a majority of the Shareholders shall have the power to
make, alter, amend, suspend or repeal the By-Laws for the Corporation
from time to time."

New Article to be Added at End of Articles of Incorporation:
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"With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:
Article XIIL."

The proposal from Alexandra Calovyeras is as follows:

RESOLVED, that the sharcholders of Torotel, Inc. (the
"Corporation") approve amending the Corporation’s Articles of
Incorporation by adding a new Article to the Articles of Incorporation
that would have the effect of removing certain provisions of the
Corporation's Amended and Restated By-Laws, which will read as
follows:

New Article to be Added at End of Articles of Incorporation:

"With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:
Atrticle II, Section [4."

The proposal from Aliki Caloveras is as follows:

RESOLVED, that the shareholders of Torotel, Inc. (the
"Corporation") approve amending Article Six of the Corporation's
Articles of Incorporation and adding a new Article at the end of the
Articles of Incorporation, that would have the effect of reducing the
number of directors to five and removing certain related provisions of
the Corporation's Amended and Restated By-Laws, which will read as
follows:

Article Six:

"The number of directors for the Corporation who shall be
elected from time to time by a majority of the Shareholders is five."

New Article to be Added at End of Articles of Incorporation:

"With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:
The first sentence of Article 111, Section 2."

The proposal of Daniel Shiffman is as follows:

RESOLVED, that the sharcholders of Torotel, Inc. (the
"Corporation”) approve amending Article Six of the Corporation's
Articles of Incorporation and adding a new Article at the end of the
Articles of Incorporation, that would have the effect of requiring each
member of the board of directors to be elected annually and removing
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certain related provisions of the Corporation's Amended and Restated
By-Laws, which will read as follows:

Article Six—Add after the first sentence of Article Six the following:

"The term for all directors currently serving as directors shall
expire at the Annual Meeting of the Shareholders to be held on
September 17, 2007. Thereafter, each director shall serve a term of
one year and until his successor 1s elected and qualified.”

New Article to be Added at End of Articles of Incorporation:

"With respect to the By-Laws in effect as of the date of this
amendment, the following provisions are hereby revoked in its
entirety: All provisions of Article IlI, Section 2, except for the first
sentence of the same."

The proposal of the Wiglesworths is as follows:

RESOLVED, that the shareholders of Torotel, Inc. (the
"Corporation") approve amending the Corporation's Articles of
Incorporation by adding a new Article to the Articles of Incorporation
that would have the effect of removing certain provisions of the
Corporation's Amended and Restated By-Laws, which will read as
follows:

New Article to be Added at End of Articles of Incorporation:

"With respect to the By-Laws in effect as of the date of this
amendment, Article II, Section 2 shall be amended to read that a
special meeting of Shareholders may be called by the President, Board
of Directors or shareholders holding not less than 15% of the
outstanding shares of the Corporation.”

As the Staff will note and as we discuss below, all of the Caloyeras Group
Proposals are identical to "sub-proposals" (which were actually individual proposals
in violation of Rule 14a-8(c}) of the proposal made by the Proponent in 2006. Simply
stated, this year the Proponent took his 2006 proposal and merely allocated one "sub-
proposal" among each member of the Caloyeras Family, Daniel Shiffman and the
Wiglesworths in an effort to avoid the "one proposal” limit of Rule 14a-8(c).

BASES FOR EXCLUDING THE PROPOSAL

L. The Proposal May Be Excluded Pursuant to Rule 14a-8(b) Because the
Proponent Does Not Intend to Hold_the Securities Through the Date of
the 2007 Annual Mceting of Shareholders
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As you are aware, Rule 14a-8(b) requires that a shareholder provide an
unqualified written statement that it intends to own the securities through the date of
the shareholders meeting. See also Exxon Mobil Corporation (January 23, 2001) and
AmVestors Financial Corporation (January 3, 1996). The purpose of this rule is
based on the policy that a company should be able to exclude proposals from a
shareholder who does not have a measured economic stake or investment interest in
the company. See Release No. 34-200091 (August 16, 1983).

The Proponent noted in the Proposal Letter that he intends to hold his shares
of common stock through the 2007 Annual Meeting of Shareholders; however, this
statement is false and the Proponent lacks the ability to make it true. The Proponent
and the other members of the Caloyeras Family have agreed to sell their shares back
to the Company.

On April 17, 2007, the Company and the Caloyeras Family entered into a
purchase option settlement agreement (the "Option Agreement” a copy of which was
filed with the SEC on April 20, 2007 on Form 8-K and is attached hereto as Exhibit
E) pursuant to which the Company has the unilateral option to purchase all of the
shares of common stock of the Company held by the Caloyeras Family. This option
15 solely exercisable in the discretion of the Company. The Caloyeras Family has no
legal authority to stop the Company from exercising its option and purchasing all of
the shares held by each member of the Caloyeras Family. The Caloyeras Family
entered into the Option Agreement for the purpose of disposing of all of their shares.
There is no clearer evidence of an absence of commitment on the Proponent's part to
retain the shares through the 2007 Annual Meeting of Shareholders.

The Company brought this to the attention of the Proponent in the Deficiency
Letter. In response, Proponent's counsel, on behalf of the Proponent, stated on page
2 of the Caloyeras Response Letter that:

[s]pecifically, to the extent that the Company fails to, or chooses not
to, exercise its option to purchase the shares covered by the option, the
Caloyeras Family Members (and the Caloyeras Family Partnership)
have every intention of holding their shares through the date of the
Annual Meeting of Shareholders.

Such a qualified statement is not allowed under Rule 14a-8(b). See Exxon
Mobil Corporation (January 23, 2001) and AmVestors Financial Corporation
(January 3, 1996).

The Proponent cannot make such a statement without a qualification (whether
express or implicit) because the Proponent granted a unilateral option to the Company
to buy back all of his shares. Proponent's counsel, on behalf of the Proponent, further
stated that "it is the expectation and the intention of the Caloyeras Family Members
that they will continue to hold the subject shares through the date of the Annual
Meeting of Shareholders." If the Proponent "intended" to hold the shares, then why
did he (and the other members of the Caloyeras Family) grant a unilateral right to the
Company to buy back the shares? Clearly the intent of the Proponent is to sell the
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shares and not to hold them through the 2007 Annual Meeting of Shareholders. For
the Proponent to claim otherwise is disingenuous.

For the foregoing reasons, the Company respectfully submits that the Proposal
may be excluded from the Company's 2007 Proxy Materials.

IL The Proposal May Be Excluded Pursuant to Rule 14a-8(i)(1) Because It Is
Improper Under State Law

As you are aware, the purpose of the basis for exclusion provided under Rule
14a-8(i)(1) is to prevent shareholders from proposing shareholder action on matters
that are not proper subjects for a shareholder vote. According to the Commission:

proposals by security holders that mandate or direct the board to take
certain action may constitute an unlawful intrusion on the board's
discretionary authority under the typical statute. On the other hand,
however, proposals that merely recommend or request that the board
take certain action would not appear to be contrary to the typical state
statute, since such proposals are merely advisory in nature and would
not be binding on the board even if adopted by a majority of the
security holders.

See Release No. 34-12999 (November 22, 1976). As the Commission will
note, the Proposal is structured as a "mandatory"” proposal to be submitted directly to
a shareholder vote. The proposal is not "precatory," asking the Board of Directors to
propose such an amendment to the shareholders.

For the reasons discussed below, such a proposal may not be submitted
directly to the shareholders of the Company by another shareholder. Only the
Company's Board of Directors (the "Board of Directors") has the authority to submit
the Proposal to the Company's shareholders for a vote because the Proposal is for an
amendment to the Company's Articles of Incorporation (the "Articles of
Incorporation" a copy of which is attached hereto as Exhibit F). Under § 351.090 of
the Missouri General and Business Corporation Law (the "MGBCL"), any
amendment to the Articles of Incorporation may be submitted to the shareholders for
a vote only by the Board of Directors. To rob the Board of Directors of its ability to
decide whether to submit the Proposal to the shareholders for a vote, or to force the
Board of Directors to submit the Proposal to the shareholders for a vote, is in direct
opposition to Missouri law and the intent of the Missouri legislature.

Pursuant to § 351.090 of the MGBCL, any shareholder proposal seeking to
amend the articles of incorporation of a company cannot be submitted directly by one
shareholder to the other sharcholders of the company for purposes of voting on such
amendment; it can only be submitted to the shareholders for a vote by the company's
board of directors. MGBCL § 351.090.2.(1) states:

[tlhe board of directors may adopt a resolution setting forth the
proposed amendment and directing that it be submitted to a vote at a
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meeting of shareholders, which may be either an annual or a special
meeting, except that the proposed amendment need not be adopted by
the board of directors and may be directly submitted by the board of
directors to any annual or special meeting of shareholders. (Emphasis
added )

In 2006, Missouri's legislature specifically added clarifying language
(italicized above) in this statute to address a perceived ambiguity as to whether the
board of directors was the exclusive gatekeeper with respect to proposals to amend
the articles of incorporation. There is no reference in MGBCL § 351.090 to any
power of the shareholders to bypass the board of directors of a corporation and vote
on all articles amendments. The position of the Missouri legislature is clear — any
proposal to amend the articles of incorporation must first be presented to the board of
directors, and the board of directors may then decide whether to send it to a
shareholder vote. There is no case law in Missouri contravening or seeking to limit
this provision. The language of this provision is clear and unambiguous: the board
of directors 1s the gatekeeper of amendments to the articles of incorporation and gets
to decide whether to submit amendments of the articles of incorporation to the
shareholders for a vote.

If the Board of Directors was not allowed to exercise its discretion with
respect to the submission of the Proposal to the shareholders, or the Board of
Directors was forced to submit the Proposal to the shareholders in the 2007 Proxy
Materials, § 351.090 of the MGBCL and the clear intent of the Missouri legislature
would be violated. Such action is exactly what Rule 14a-8(i}(1) was intended to
prevent. The Commission has held on numerous occasions that proposals that are
improper under state law may be excluded. See PG&E Corporation (January 18,
2001) and Badger Paper Mills, Inc. (March 15, 2000). Although the Company
recognizes that the Commission has allowed a proposal to be submitted so long as the
shareholder makes it "precatory,” in the present case, the Company believes that,
given Proponent’s past inability to comply with Regulation 14A and for the other
reasons discussed herein, the Proponent should not be allowed a chance to revise the
Proposal to make it "precatory.”

We have attached hereto as Exhibit G a copy of § 351.090 of the MGBCL and
an opinion of counsel supporting the foregoing analysis.

For the foregoing reasons, the Company respectfully submits that the Proposal
may be excluded from the Company's 2007 Proxy Materials.

1. The Proposal May Be Excluded Pursuant to Rule 14a-8(i)(2) Because the
Proposal Would, If Implemented, Cause the Company to Violate State
Law

As noted herein, the Proposal provides for the amendment of the Company's
Articles of Incorporation to amend the ways in which the Company's Bylaws (the
"Bylaws" a copy of which is attached hereto as Exhibit H} may be amended. Also as
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noted above, the Proposal is structured as a "mandatory” proposal and not as a
"precatory" proposal.

Pursuant to § 351.090 of the MGBCL, any shareholder proposal seeking to
amend the articles of incorporation of a company cannot be submitted directly by one
shareholder to the other shareholders of the company for purposes of voting on such
amendment. It can only be submitted to the shareholders for a vote by the company's
board of directors. The text of MGBCL § 351.090.2(1) is quoted above and is clear
on this point. As noted above, the Missouri legislature specifically clarified the law
in 2006 to address this issue. The language of this provision is clear and
unambiguous: the board of directors is the gatekeeper of amendments to the articles
of incorporation and gets to decide whether to submit amendments of the articles of
incorporation to the shareholders for a vote.

If (i) the Board of Directors was precluded from exercising the discretion
granted to it under Missouri law, (ii) the Company was forced to include the Proposal
in the 2007 Proxy Materials and (iii) the Proposal was approved by the shareholders,
the underlying amendment would be illegal under Missouri law because the Board of
Directors would not have been allowed to exercise its rights and perform its
obligations under Missouri law and the Proposal would not be duly submitted to the
shareholders. The Company respectfully submits that to allow a shareholder to force
the Company to violate Missouri law in such a way is the exact scenario that Rule
14a-8(i)(2) was intended to prevent. As you are aware, the Commission has held on
numerous occasions that a proposal may be excluded if the proposal cannot be
lawfully implemented under state corporate law. See Dayton Hudson Corporation
(March 25, 1999); International Business Machines Corporation (January 27, 1999);
TRW Inc. (March 6, 2000); Health Risk Management, Inc. (April 3, 2000).

We have attached hereto as Exhibit | an opinion of counsel supporting the
foregoing analysis.

For the foregoing reasons, the Company respectfully submits that the Proposal
may be excluded from the Company's 2007 Proxy Materials.

IV.  The Proposal May Be Excluded Pursuant to Rule 14a-8(c) Because The
Proposal Is One of Several Proposals Submitted by the Proponent and
the Other Members of the Caloyeras Group Who Are the Alter Egos of
the Proponent

Rule 14a-8(c) (formerly Rule 14a-8(a)(4)) provides that a proponent may
submit no more than one proposal and an accompanying supporting statement to a
company for a particular shareholders' meeting. If a proponent submits more than
one proposal, the registrant is required by Rule 14a-8(f)(1) to provide the proponent
the opportunity to reduce the items submitted to the limit provided by the rule within
14 calendar days of notification by the registrant to the proponent of the limitation. In
adopting this rule, the Commission noted the possibility that some proponents would
attempt to evade the rule's limitations through various tactics:
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[t]he Commission is aware of the possibility that some proponents may
attempt to evade the new limitations through various maneuvers, such
as having other persons whose securities they control submit two
proposals each in their own names. The Commission wishes to make
it clear that such tactics may result in measures such as the granting of
requests by the affected managements for a "No-Action" letter
concerning the omission from their proxy materials of the proposals at
issue.

Release No. 34-12999 (November 22, 1976). See also, Release No. 34-2009]
(August 16, 1983).

As you are aware, the Commission has consistently taken a no-action position
pursuant to Rule 14a-8(c) and its predecessor rule when an issuer provides reasonable
evidence of the utilization of maneuvers intended to evade the "one proposal”
limitation. See Drexler Technology Corporation (June 14, 1999) (the Commission
permitted omission of multiple proposals orchestrated and coordinated by a single
individual that were submitted by multiple nominal proponents); BankAmerica
Corporation (February 8, 1996) (different proponents submitted separate proposals
which had same telephone numbers, dates, and format, and the Commission permitted
omission of the proposals); Weyerhaeuser Company (December 20, 1995) (no-action
position taken where proponents had same address, were of same immediate family
and were working together); NMR of America, Inc. (May 11, 1993) (the Commission
concluded that proposals were excludable where evidence showed that husband had
authored both proposals); Dominion Resources. Inc. (February 24, 1993) (no-action
position taken where proposals were coordinated by single proponent); TPl
Enterprises, Inc. (July 15, 1987) (no-action position taken where several proposals
were "masterminded" by single proponent); Texas Instruments Inc. (proposals
submitted by proponent, his daughter, corporation and foundation were sufficiently
related to be considered proposals of a single proponent). Specifically, the
Commission has indicated that multiple proponents will be treated as one proponent
for purposes of Rule 14a-8(c) when an issuer meets its burden of establishing that one
proponent is the "alter ego" of another proponent, that one proponent possesses
“"control" over the shares owned of record, or beneficially, by another proponent, or
that one proponent is acting on behalf of another proponent. See BankAmerica
Corporation (February 8, 1996); Stone & Webster, Inc. (March 3, 1995); Banc One
Corporation (February 2, 1993).

The Commission has further found that the mere presence of influence over
proponents, even in the absence of explicit control or domination over cooperating
proponents, may be sufficient to justify the omission of multiple proposals submitted
by nominal proponents as part of an orchestrated scheme. See International Business
Machines Corporation (January 26, 1998); Banc One Corporation (February 2, 1993);
TP1 Enterprises, Inc. (July 18, 1987). In addition, there are numerous instances in
which the Commission has issued a no-action opinion based not on the existence of
outright "control," but on evidence that the proponents acted in a coordinated,
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arranged, or manipulated manner with the evident purpose of avoiding the "one
proposal” rule. See Drexler Technology Corporation (June 19, 1999); Weyerhauser
Company (December 20, 1995); Dominion Resources, Inc. (February 24, 1993).

In analyzing an "alter ego" claim, the nature of relationships between the
sharcholders, similarities relating to the submission and format of the proposals, past
behavior, and evidence of maneuvers by a proponent to try and avoid the "one
proposal” limitation, are among the factors the Commission has considered in
determining that no-action relief is appropriate. In order to analyze the facts
surrounding the Caloyeras Group Proposals, the following sections summarize critical
facts. As the Commission will note, the facts described below bear an incredibly
strong resemblance to the facts found in Drexler Technology Corporation (June 19,
1999), Dominion Resources, Inc. (February 24, 1993), TPI Enterprises, Inc. (July 18,
1987), Banc One Corporation (February 2, 1993), and BankAmerica Corporation
(February 8, 1996), as well as other no action letters identified above, where the
Commission has found a basis for allowing exclusion of the subject shareholder
proposals under Rule 14a-8(c).

A. Identical Concepts Involved in 2006 Proposal Submitted by the
Proponent and the Caloveras Group Pronosals

As noted in Torotel, Inc. (November 1, 2006), the proposal submitted by the
Proponent for the 2006 Annual Meeting of Sharcholders contained multiple
proposals. These proposals related to amendments of the Articles of Incorporation
and the Bylaws (via amendments to the Articles of Incorporation). As described in
Torotel, Inc. (November 1, 2006): (i) one amendment sought to reduce the number of
directors to five; (ii) a second amendment sought to provide for majority voting for
director elections; (iii) a third amendment sought to provide for election of directors
at annual and special meetings; (iv) a fourth amendment sought to provide for the
Board of Directors to be declassified; (v) a fifth amendment sought to provide that
only a majority of the shareholders can amend the Bylaws; (vi) a sixth amendment
sought to remove the advance notice Bylaw provisions related to director
nominations; (vil) a seventh amendment sought to remove the advance notice
provisions for shareholder proposals; (viii) an eighth amendment sought to delete the
provision that the Chairman will preside over shareholder meetings; (ix) a ninth
amendment sought to address the filling of director vacancies; and (x) a tenth
amendment sought to provide that shareholders holding at least 15% of the stock of
the Company can call a special meeting.

The concepts covered by each of the Caloyeras Group Proposals are identical
to “sub-proposals” (which were actually separate proposals) included in Mr,
Caloyeras' 2006 proposal. Furthermore, the manner in which they address each
concept and propose resolution is also identical. To summarize: (a) the Proponent's
Proposal seeks to provide that only a majority of the shareholders can amend the
Bylaws (identical to item (v) above), (b) Alexandra Caloyeras' proposal seeks to
delete the advance notice Bylaw requirements for shareholder proposals (identical to
item (vii) above); (c) Aliki Caloyeras' proposal seeks to reduce the number of
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directors to five (identical to item (i) above); (d) Daniel Shiffman's proposal seeks to
declassify the Board of Directors (identical to item (iv) above); and (g) the
Wiglesworth's proposal seeks to provide that shareholders holding at least 15% of the
stock of the Company can call a special meeting (identical to item (x) above).

The current situation bears a strong resemblance to the situations found in
Drexier Technology Corporation (June 19, 1999), Dominion Resources, Inc.

(February 24, 1993), TPI Enterprises, Inc. (July 18, 1987), Banc One Corporation
(February 2, 1993), and BankAmerica Corporation (February 8, 1996), as well as
other no action letters identified above. In all of those instances, the Commission
allowed the company to exclude the proposals on the basis that they violated Rule
14a-8(c). The Proponent will likely submit that the similarities are mere coincidence;
however, the chance that these closely-related shareholders "coincidentally”
submitted distinet proposals that are all identical to "sub-proposals" submitted as part
of one proposal by the Proponent in 2006 is very remote. The logical explanation is
that the Proponent, having learned from his prior unsuccessful attempt to get his
proposals included in the proxy materials for the 2006 Annual Meeting of
Shareholders, simply allocated one "sub-proposal" to each member of the Caloyeras
Group for submission to the Company in an effort to evade the "one proposal” rule.
The Company believes that the only reason the other proposals from the Proponent's
2006 proposal were not submitted for inclusion in the 2007 Proxy Materials is that the
Proponent was unable to find other shareholders sympathetic to his objectives and
willing to submit a proposal.

B. Identical Language Utilized in the Proposals and Related Letters from
the Caloyeras Group

The Proposal and the Proposal Letter are identical in an unusual number of
respects with each of the other Caloyeras Group Proposals and the proposal letters
related thereto. The text of the Proposal Letter is identical to that of each proposal
letter submitted by the other members of the Caloyeras Group. In fact, it appears that
all of the proposals and proposal letters were drafted by the Proponent or his counsel,
who was also involved in the preparation of the Proponent's 2006 proposal.

Evidence to support this conclusion includes: (a) the text in every proposal
letter is identical in font size and type; (b) the subject line in each proposal letter
states in bold text "RE: Notice of Shareholder Proposal”; (c) the words are identical
in each proposal letter; (d) each proposal letter has the defined term "Corporation" in
bold; (e) each proposal letter has a reference to "Annex A" on the first line of the first
paragraph; (f) each proposal letter ends with "Respectfully submitted,"; (g) ecach
proposal letter has a signature line for the sender; (h) most of the proposal letters have
lines under the share amounts and addresses of each sender; (i) the date is centered in
the exact location on every proposal letter; (j) the format of each Caloyeras Group
Proposal is identical; (k) every Caloyeras Group Proposal includes the phrase "[the]
proposal restores to shareholders the power to exercise the full breadth of their rights
under Missouri law" at the end of the supporting statement; (1) the proposal letters are
substantially identical to the proposal letter submitted by the Proponent in 2006; (m)
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the format of each Caloyeras Group Proposal is identical to the format of the proposal
submitted by the Proponent in 2006; and (n) the supporting statement in the
Proponent's 2006 proposal contains the phrase identified in (k) above.

The overwhelming number of similarities, the presence of lines seemingly
symbolizing place holders in which members of the Caloyeras Group should fill in
certain information and the presence on certain proposal letters of identical document
identification numbers, clearly indicate that someone, likely the Proponent or his
counsel, prepared all of the proposal letters and the Caloyeras Group Proposals. The
above noted examples serve to make it clearer that the current situation bears a strong
resemblance to the situations found in Drexler Technology Corporation (June 19,
1999), Dominion Resources, Inc. (February 24, 1993), TPI Enterprises, Inc. (July 18,
1987), Banc One Corporation (February 2, 1993) and BankAmerica Corporation
(February 8, 1996), as well as other no action letters identified above. As noted
above, in all of those instances, the Commission allowed the company to exclude the
proposals on the basis that they violated Rule 14a-8(c).

The Company believes that the Proponent (or his counsel) (i) prepared all of
the Caloyeras Group Proposals and the related proposal letters, and (ii) delivered such
letters and proposals to each member of the Caloyeras Group in order for such
members to fill in the applicable information, place on separate letterhead and
execute. The Company further believes that the Proponent directed his counsel to
collect all of the Caloyeras Group Proposals and proposal letters and to deliver such
documents to the Company. These beliefs are based on the facts described herein,
including the conversations between us and Proponent's counsel noted above and the
voice mail and electronic mail messages from Proponent's counsel described above.
These facts clearly demonstrate that the present situation involves an attempt to use
"alter egos" to evade the "one proposal” rule.

C. Coordination of Proposals

The Caloyeras Group Proposals are so closely coordinated that it is apparent
that the Proponent (or his counsel) drafted the Caloyeras Group Proposals. As
described above, several of the proposal letters have identical document identification
numbers as well as other incredible similarities. The fact that the Caloyeras Group
Proposals and proposal letters bear an astonishing resemblance to the proposal and
related proposal letter submitted by the Proponent in 2006 strongly suggests that the
Proponent (or his counsel) drafted all of the Caloyeras Group Proposals and the
proposal letters.

Evidence of coordination beyond mere coincidence is evident in numerous
instances. First, although shareholders have the power to amend the Bylaws, the
Proponent and every other member of the Caloyeras Group sought to bring their
proposals (to effectively amend the Bylaws) as amendments to the Articles of
Incorporation and, thus, attempt to bypass the supermajority voting requirement for
amendments to the Bylaws. It is very strange that they would all employ the same
strategy given a plain reading of the Bylaws outlines that shareholders can amend the
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Bylaws (but with a supermajority voting requirement). Furthermore, this strategy
follows the exact same strategy employed by the Proponent in 2006.

Second, the Proponent and every other member of the Caloyeras Group
sought to protect the other Caloyeras Group Proposals in the event the Proponent's
Proposal was successfully excluded or failed to garner enough votes. The strategy
that is being employed is aimed at attempting to amend the Bylaws via the Articles of
Incorporation. By putting the amendment in the Articles of Incorporation, the only
way such amendments can be repealed is through shareholder vote. If the
Proponent's Proposal failed and the other Caloyeras Group Proposals were for Bylaw
amendments instead of amendments to the Articles of Incorporation, the Board of
Directors, in most circumstances, would be able to amend, alter or repeal such Bylaw
amendments without a shareholder vote. This strategy is identical to the strategy
employed by the Proponent in 2006. Once again, the chance that all of the
shareholders would separately employ such a unique strategy is highly remote.

Third, the proposal from Aliki Caloyeras seeks to amend only the first
sentence of Article 1II, Section 2 of the Bylaws, while the proposal from Daniel
Shiffman seeks to amend the rest of Article III, Section 2 of the Bylaws. This level of
coordination and the precision of the proposed amendments suggests one person
drafted all of the Caloyeras Group Proposals.

Fourth, the Caloyeras Group Proposals were all delivered in one package at
the same time by Proponent's counsel and such counsel contacted me regarding all of
the proposals. Furthermore, Proponent's counsel on April 30, 2007, delivered email
and voice mail messages to me that strongly suggest that Proponent's counsel
assembled (and may have prepared) all of the proposal letters. This is further
evidence that the Proponent controlled the development and delivery of the Caloyeras
Group Proposals through his counsel.

The above noted examples serve to make it clearer that the current situation
bears a strong resemblance to the situations found in Drexler Technology Corporation
(June 19, 1999), Dominion Resources, Inc. (February 24, 1993), TP1 Enterprises, Inc.
(July 18, 1987), Banc One Corporation (February 2, 1993) and BankAmerica
Corporation (February 8, 1996), as well as other no action letters identified above.
As noted above, in all of those instances, the Commission allowed the company to
exclude the proposals on the basis that they violated Rule 14a-8(c).

D. The Proponent Is the Leader.

The Proponent is the uncontested leader of the Caloyeras Family and has been
the lead representative and manager of the Caloyeras Family's business as it relates to
the Company. The Proponent runs the family's other business interests as well. Since
before the 2006 Annual Meeting of Shareholders, the Proponent has been the only
one of the Caloyeras children to meet with Company officials or represent Caloyeras
Family interests with management of the Company. To our knowledge, neither Aliki
Caloyeras nor Alexandra Caloyeras has attended a shareholders meeting of the
Company; in fact, the Caloyeras Family members grant their proxies to the
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Proponent. Furthermore, the Proponent was the sole family negotiator with respect to
the Option Agreement. Based on these facts and the Company's experience with the
Proponent, the Company believes that the Proponent is the leader of the Caloyeras
Family and exercises control over Alexandra and Aliki Caloyeras with respect to
Company issues. In fact, he has always represented himself as the leader of the
Caloyeras Family.

Mr. Shiffman is the husband of Aliki Caloyeras. Given the fact that (i) the
Company believes he was not a shareholder prior to the start of his relationship with
Aliki Caloyeras, (ii) Mr. Shiffman holds a nominal number of shares (1,400 shares
out of more than 5.3 million shares outstanding) of the Company, (iii} he granted a
proxy to the Proponent for both the 2005 and 2006 Annual Meeting of Shareholders
and (iv) he has never sought to bring proposals in his individual capacity at other
shareholders meetings for the Company, along with the other facts described above, it
is reasonable to assume that Mr. Shiffman is a pawn of the Proponent with respect to
issues related to the Company.

With respect to the Wiglesworths, the Company has reason to believe they
are friends of the Caloyeras Family. As with Mr. Shiffman, given the fact that (i) the
Wiglesworths hold a nominal number of shares (5,000 shares out of over 5.3 million
shares outstanding) of the Company, (ii) they granted a proxy to the Proponent for
both the 2005 and 2006 Annual Meeting of Shareholders and (iii} they have never
previously communicated shareholder proposals to the Company, along with the
other facts described above, it is reasonable to assume that the Wiglesworths are
acting at the direction or on behalf of the Proponent.

As noted above, the current situation bears a strong resemblance to the
situations found in Drexler Technology Corporation (June 19, 1999), Dominion
Resources, Inc. (February 24, 1993), TPI Enterprises, Inc. (July 18, 1987), Banc One
Corporation (February 2, 1993) and BankAmerica Corporation (February 8, 1996), as
well as other no action letters identified above. As also noted above, in all of those
instances, the Commission allowed the company to exclude the proposals on the basis
that they violated Rule 14a-8(c).

E. Conclusion

As noted above, in 2006, the Proponent sought to include shareholder
proposals in the Company's proxy materials, but failed due to his violation of the "one
proposal” rule. This latest attempt is nothing more than an attempt to bypass the "one
proposal” rule by having the proposals separately submitted by different people. The
facts outlined above illustrate exactly the type of behavior the Commission seeks to
protubit. The facts set forth above are substantially similar to a number of the factual
situations outlined in the no action letter precedent cited herein. These facts and the
precedent established by the Commission mandate that the Company be allowed to
exclude the Proposal from the 2007 Proxy Materials.

For the foregoing reasons, the Company respectfully submits that the Proposal
may be excluded from the Company's 2007 Proxy Materials.
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UNDISCLOSED "GROUP" IN VIOLATION OF SECTION 13(d)(1)

Although the Company does not seck to exclude the Proposal on the basis that
the Caloyeras Group is an undisclosed "group” in violation of Section 13(d)(i) of the
Exchange Act, the Company believes it is necessary to alert the Commission that it
believes that an undisclosed "group" may be present. As we have noted above, the
Company believes this "group” is led by the Proponent.

As you are aware, Section 13(d)(1) of the Exchange Act requires any person
who acquires beneficial ownership (directly or indirectly) of more than 5% of any
Section 12 registered class of securities to file a Schedule 13D with the issuing
company and the Commission within 10 days after such acquisition. Under Section
13(d)(3) of the Exchange Act, a "person” includes two or more persons acting as a
partnership, syndicate, or other group "for the purpose of acquiring, holding or
disposing of the securities of an issuer.” The Commission promulgated Rule 13d-5(b})
to expand the purpose provision of Section 13(d)(3):

When two or more persons agree to act together for the purpose of
acquiring, holding, voting or disposing of equity securities of an issuer,
the group formed thereby shall be deemed to have acquired beneficial
ownership, for purposes of sections 13(d) and (g) of the [Exchange]
Act, as of the date of such agreement, of all equity securities of that
issuer beneficially owned by any such persons.

Release Nos. 33-5925, 34-14692 (April 21, 1978) (emphasis added.)

Most courts have held that a Section 13(d) group "'need not be committed to
acquiring, holding, voting, or disposing of securities on a specific set of terms. All
that is required is that the members of the group have combined to further a common
objective with regard to one of those activities." Schaffer v. CC Investments, LDC,
2002 U.S. Dist. LEXIS 24511, *13 (S.D.N.Y. 2002), further proceedings at Schaffer
v. CC Investments, LDC, 280 F. Supp.2d 128 (S.D.N.Y. 2003), Schaffer v. CC
Investments, LDC, 286 F. Supp.2d 279 (S.D.N.Y. 2003), Schaffer v. CC Investments,
LDC, 2003 U.S. Dist. LEXIS 19521 (S.D.N.Y. 2003) (citing Morales v. Freund, 163
F.3d 763, 767 n.5 (2d Cir. 1999); Morales v. Quintel Entertainment, Inc., 249 F.3d
115, 124 (2d Cir. 2001); Wellman v. Dickinson, 682 F.2d 355, 363 (2nd Cir. 1982)).

We have inquired with Proponent's counsel regarding the presence of a
"group"; however, in the face of the facts and circumstances, Proponent's counsel
claims that a "group” does not currently exist.

CONCLUSION

Based on the foregoing, the Company requests that the Staff not recommend
any enforcement action if the Proposal is excluded from the 2007 Proxy Materials,
We request that the Staff deliver its response to this letter via U.S. mail and facsimile
to the facsimile number on the first page of this letter (for the Company and its
counsel) and to the facsimile number on the first page of the Response Letter (for the
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Proponent and his counsel). We hereby agree to promptly forward to the Proponent
any Staff response to this no-action request that the Staff transmits by facsimile to us
only.

Consistent with the provisions of Rule 14a-8(j), we are concurrently providing
copies of this correspondence to the Proponent. We recognize that the Staff has not
interpreted Rule 14a-8 to require proponents to provide the Company and its counsel
a copy of any correspondence that the proponent submits to the Staff. Therefore, in
the interest of a fair and balanced process, we request that the Staff notify the
undersigned if it receives any correspondence on the Proposal from the Proponent or
other persons, unless that correspondence has specifically confirmed to the Staff that
the Company or its counsel have timely been provided with a copy of the
correspondence. If we can provide additional correspondence to address any
questions that the Staff may have with respect to this no-action request, please do not
hesitate to call me at the number listed on the first page of this letter.

Sincerely,

STINSON MORRISON HECKER LLP

Victoria R. Westerhaus

Enclosures
cC: H. James Serrone
Basil P. Caloyeras
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April 20, 2007

Torotel, Inc.

620 North Lindenwood Drive
Olathe, Kansas 66062

Atin.: Secretary

RE: Notice of Shareholder Proposal

To the Secretary of Torotel, Inc.:

I hereby submit the shareholder proposal attached hereto as Annex A to be voted upon at
the Annual Meeting of Shareholders of Torotel, Inc. (the “Ceorporation”) to be held on
September 17, 2007. | am the record and bencficial owner of 986066 shares of the
Corporation’s common stock, which [ have held for more than one year and will continue
to hold through the date of the Annual Meeting of Sharcholders. My record address is
2041 West 139™ Street, Gardena, CA 90249. 1 do not have a material interest in the
business set forth in this proposal other than as a greater than 10% shareholder of the
Corporation.

Respectfully submitted,

aloyeras

— —

2041 West 139th Street *  Gardena, Califomia 90249
Tel 310.527.8100 *  Fax. 310.527.8101




Annex A

RESOLVED, that the shareholders of Torotel, Inc. (the “Corporation™) approve amending
Article Nine of the Corporation’s Articles of Incorporation and adding a new Article at the end
of the Articles of Incorporation, that would have the effect of removing certain related provisions
of the Corporation’s Amended and Restated By-Laws and preventing further amendment that
would have adverse effects on shareholder rights, which will read as follows:

Article Nine, as Amended:

“Only a majority of the Shareholders shall have the power to make,
alter, amend, suspend or repeal the By-Laws for the Corporation from
time to time,”

New Article to be Added at End of Articles of Incorporation:

“With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirely:
Article X1I1.”

Supporting Statement

Limiting the ability of shareholders to take governance actions granted to them by law unduly
restricts their nghts and decreases shareholder value by preventing shareholders from legally
protecting their investment in the Corporation,

On June 30, 2006, the Board amended and restated the By-Laws to restrict shareholders from
properly presenting and acling upon matters at sharcholder meetings, The amendments
increased to two-thirds the shareholder vote required to amend the By-Laws, These new By-
L.aws are part of an overall plan by the current Board and management to retain excessive control
of the Corporation at the expense of shareholders.

The proposal restores to shareholders the power to exercise the full breadth of their rights under
Missoun law.

Please vote FOR this proposal.
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o UNITED STATES o
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549-3010

November 1, 2006

Victoria R. Westerhaus
Stinson Morrison Hecker LLP
1201 Walnut, Suite 2900
Kansas City, MO 64106-2150

Act:- Iq(jL}'
e~ PIAR

[ N v
Re:  Torotel, Inc. Rule:
Incoming letter dated August 2, 2006 R
)1 |00t
Dear Ms. Westerhaus: e ’

This is in response to your letters dated August 2, 2006, and August 23, 2006
concerning the shareholder proposal submitted to Torotel by Basil P. Caloyeras. We also
have received letters on the proponent’s behalf dated August 9, 2006 and

- August 15, 2006. Our response is attached to the enclosed photocopy of your
correspondence. By doing this, we avoid having to recite or summarize the facts set forth
in the correspondence. Copies of all of the correspondence also will be provided to the

proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder

proposals.
Sincerelz
David Lynn
Chief Counsel
¢
Enclosures ?9
‘.
cC: Robert C. Levy (4
Seigfreid, Bingham, Levy, Selzer & Gee, P.C. ?t\
911 Main Street A
Suite 2800 >N
Kansas City, MO 64105 /5\!,
)

b

@
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November 1, 2006

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  Torotel, Inc. .
Incoming letter dated August 2, 2006

The proposal calls for the articles of incorporation to be amended to reduce the
number of directors from seven to five, to declassify the board of directors, to permit only
shareholders to make, alter, amend, suspend or repeal the by-laws, to revoke certain
provisions of the by-laws relating to the ability of directors to fill vacancies on the board
of directors and to establish an executive committee of directors, to revoke certain
provisions of the by-laws to remove advance notice requirements for shareholders to
bring business before a shareholder meeting or to nominate directors, to revoke the
provision of the by-laws relating to the presiding officials at shareholder meetings, and to
permit shareholders holding not less than fifteen percent of outstanding shares to call
special meetings of shareholders.

There appears to be some basis for your view that Torotel may exclude the
proposal under rule 14a-8(c). Accordingly, we will not recommend enforcement action
to the Commission if Torotel omits the proposal from its proxy materials in reliance on
rule 14a-8(c). In reaching this position, we have not found it necessary to address the
alternative bases for omission upon which Torotel relies.

We note that Torotel did not file its statement of objections to including the
submission in its proxy materials at least 80 days before the date on which it will file
definitive proxy materials as required by rule 14a-8(j)(1). Noting the circumstances of
the delay, we grant Torotel’s request that the 80-day requirement be waived.

Sincerely,

/Wb Pfthy

Mary Beth Breslin
Special Counsel
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1201 Walnist, Suite 2900
Kansas Citv, MO 64106-2150

Tel (816) 842-8600
Farx (183) 154-0609
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- £ Victoria R Westerhaus
-‘F’ STINSON (816) 691-2427
MORRISON vwesterhaus@stinsonmoheck.com
HECKER wr W-fﬁmmm?m
August 2, 2006 i e
ViA FEDERAL EXPRESS
Office of Chief Counsel

KAHSAS CITY
OVERLANI) PARK

WICHITA

WASHINGTON, D.C.

PHOENIX

ST. LOUIS
OMAHA
JEFFERSOH CITY

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re:  Omission of Shareholder Proposal of Basil P, Caloyeras

Dear Ladies and Gentlemen:

This letter is to inform you that it is the intention of our client, Torotel, Inc.
(the "Company"), to omit from its proxy statement and form of proxy for its 2006
Annual Meeting of Shareholders (collectively, the "2006 Proxy Materials™) the
Proposal (as defined in Section I1.C. below) submitted by Basil P. Caloyeras (the
"Proponent). The Proposal Letters (as defined below) are attached hereto as
Exhibit A. :

We hereby notify the Division of Corporation Finance (the "Division") of the
Securities and Exchange Commission (the "Commission") of the Company's intention
to exclude the Proposal from its 2006 Proxy Materials, and we respectfully request
that the staff of the Division (the "Staff") concur in our view that the Proposal is
excludable because: (a) the Proposal contains multiple shareholder proposals in
violation of Rule 14a-8(c); (b) the Proposal was not submitted in a timely manner in
accordance with Rule 14a-8(e); (c)the Proposal violates certain anti-bundling
requirements in Rule 14a-4; and (d) the Proposal's supporting statement contains false
and misleading statements in violation of Rule 14a-9. For avoidance of confusion,
the capitalized term "Rule" refers to a rule under Regulation 14A promulgated under
the Securities Exchange Act of 1934, as amended.

Pursuant to Rule 14-8(j)(2), | am enclosing six copies of (i) this letter, (ii) the
Proposal Letters and (iii) the Deficiency Letter (as defined below). In accordance
with Rule 14a-8(j), a copy of this submission is being sent to the Proponent.

DB02/304018 0002/7243780.2




dfﬁce of Chief Counsel

August 2, 2006
Page 2

I. Waiver of 80-Day Submission Requirement inic_lgr Rule 142-8( i}1)

As a preliminary matter, the Company hereby requests that it be permitted to
file, and the Commission accept, this submission less than 80 days prior to the
anticipated filing date of the 2006 Proxy Materials. The Company's 2006 Annual
Meeting of Shareholders is set to be held on September 18, 2006 and the delivery to
the shareholders of the 2006 Proxy Materials is planned to be on or about August 18,
2006.- Based on the foregoing, the deadline was May 29, 2006 for submission to the
Commission of a no action request for exclusion of a shareholder proposal.
Considering the Company did not receive the initial Caloyeras proposals until July S,
2006 or the Proposal (which is the revision of those proposals into one proposal) until
July 21, 2006 (more than one month and almost two months, respectively, past the
May 29, 2006 deadline), a timely submission by the Company was not possible.

As discussed later in this letter, the Company believes the Proponent had no
Justifiable reason for submitting the Proposal (or its predecessor proposals) in such an
untimely fashion. The proxy materials for the 2005 Annual Meeting of Sharcholders
(the "2005 Proxy Materials") specifically stated that the deadline for submission of
shareholder proposals for inclusion in the proxy statement was April 21, 2006.
Furthermore, the date of the 2006 Annual Meeting of Shareholders was not moved
more than 30 days from the date of the 2005 Annual Meeting of Shareholders, which
was convened on September 19, 2005. Finalily, as the letter from the Company to the
Proponent attached hereto as Exhibit B (the "Deficiency Letter") and the submission
of this letter evidence, the Company has acted in a timely manner responding to the
Proponent regarding its submission and in submitting this letter to the Division.

Rule 14a-8(3)(1) provides that if a 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; provided, however, that the 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 Staff has previously found such good cause to exist where the
proponent has not provided the proposal in a timely manner so as to allow the
company to respond within the time periods required by Rule 14a-8(j)(1). See, e.g.,
Selectica, Inc. (August 25, 2005); Xerox Corp. (May 2, 2005); General Electric
Company (February 10, 2005); Staff Legal Bulletin No. 14B (September 14, 2004)
(noting that the most common basis for a company's showing of good cause is that the
proposal was not submitted in a timely fashion and the company did not receive the
proposal until after the 80-day deadline had passed).

Based on the facts and precedent set forth above, the Company requests that
the Commission accept this submission and waive the 80-day advance submission
requirement of Rule 14a-8(j)(1).
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IL. Backg round
A. Relevant Dates Listed in 2005 Proxy Materials and General
Background

As noted above, the 2005 Proxy Materials stated that shareholders intending
to have their proposals included in the 2006 Proxy Materials had to submit such
proposals to the Company no later than the close of business on April 21, 2006.
Furthermore, the 2005 Proxy Materials stated that proposals to be presented at the
2006 Annual Meeting of Shareholders, but not to be included in the 2006 Proxy
Materials, were required to be submitted to the Company no later than July 5, 2006.

The date of the 2006 Annual Meeting of Shareholders is set for September 18,
2006, which is almost the same date as the date of the 2005 Annual Meeting of
Shareholders, which was September 19, 2005. As discussed later in this letter, the
Proponent asserts that the 2005 Annual Meeting of the Shareholders never took place;
however, the 2005 Annual Meeting of Shareholders was called to order but had to be
adjourned when the Proponent and his voting group revoked their proxies and
withdrew from the meeting. These actions by the Proponent and his voting group
were in response to the Proponent and the voting group being ruled out of order for
violating the advance notice provisions set forth in the Company's 2005 Proxy
Materials and Form 8-K dated April 26, 2005. The 2005 Annual Meeting of
Shareholders was never reconvened. Instead, the Company's board of directors had
further discussions with the Proponent and other members of his family and
understood that the Proponent and his family were considering making a proposal to
acquire the Company if the Proponent could obtain adequate funding.

B. July 5th Proposal Letter

On July 5, 2006, the Company received a letter (the "July 5th Proposal
Letter") on behalf of the Proponent and his sisters who are also shareholders of the
Company requesting that the proposals listed below in this Section II.B. be included
in the 2006 Proxy Materials. Counsel for the Proponent and his sisters stated in the
July 5th Proposal Letter that he believed such proposals should be included in the
2006 Proxy Materials under Rule 14a-8(e), which allows shareholder proposals to be
submitted for inclusion in a proxy statement at any reasonable time before the
Company begins to print and mail its proxy materials if no annual meeting was held
in the previous year.

The proposals in the July 5th Proposal Letter were:

l. Eliminate the staggered terms of the Board of Directors, effective
immediately. All terms of all directors will expire at the annual meeting on
September 18, 2006; and

2. No amendments to Torotel's Bylaws may be made without the
approval of a majority of the shareholders of Torotel.
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In accordance with Rule 14a-8(f) and via the Deficiency Letter, the Company
notified the Proponent that a shareholder may not submit more than one proposal to a
company for a particular shareholders' meeting and that the submission on behalf of
the Proponent constituted multiple proposals. The Deficiency Letter advised the
Proponent to choose one of the proposals to be the proposal he wished to submit and
requested that the Proponent advise the Company of his choice within 14 calendar
days of receipt of the Deficiency Letter. The Company also sent similar letters to the
Proponent's sisters who were listed on the July 5th Proposal Letter. In each case the’
Company invited each shareholder to re-submit one proposal, thus complying with
the "one proposal” rule. In light of this, the Proponent and each of his sisters could
have each submitted a different proposal and satisfied the "one proposal” rule.

C. The July 21st Proposal Letter

The Proponent responded to the Deficiency Letter by letter dated July 21,
2006 (the "July 21st Proposal Letter" and, together with the July 5th Proposal Letter,
the "Proposal Letters") whereby the Proponent submitted the proposal listed in this
Section ILC. below (the "Proposal"). Although we did not receive any
correspondence from the Proponent or his sisters that they were withdrawing the
proposals in the July 5th Proposal Letter, based on the fact that the Proposal is
virtually identical to the proposals in the July 5th Proposal Letter, it is reasonable to
assume that the Proponent and his children have withdrawn such proposals and that
Proponent submitted the Proposal in lieu thereof. As the Staff will note, the Proposal
is simply the bundling and revision of the proposals in the July 5th Proposal Letter.

The Proposal consists of a single resolution proposing two distinct
amendments to the Company's Articles of Incorporation. As stated above, the
Proposal is the melding of the proposals in the July 5th Proposal Letter and a new
resotution into a unitary resolution. The text of the Proposal is as follows:

RESOLVED, that the shareholders of Torotel, Inc. ("Corporation™)
approve amending Articles Six and Nine of the Corporation's Articles
of Incorporation to remove certain provisions of the Corporation's
Bylaws that unduly restrict shareholder rnights and decrease
shareholder value as follows:

Article Six:

"The number of Directors is five. Directors shall be elected by
Shareholders holding not less than 50% of outstanding shares at each
annual meeting of Shareholders, but if such annual meeting is not held
or Directors are not elected thereat, Direciors ‘may be elected at a
special meeting of Shareholders. Directors shall hold office until the
next annual meeting and until their successors are elected and
qualified. The declassification effectuated by this provision shall not
affect unexpired terms of Directors previously elected.”

Article Nine;
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"Only a majority of Shareholders may make, alter, amend, suspend
or repeal the Bylaws. With respect to the Bylaws currently in effect,
each of the following provisions is hereby revoked in its entirety:
Article I, Sections 13, 14, and 15; Article 111, Section 2, 8, and 10 and
Article XIII. Article II, Section 2 shall be amended to read that a
special meeting of Shareholders may be called by the President, Board
of Directors or Shareholders holding not less than 15% of outstanding
shares of the Corporation.”

III.  Bases for Excluding the Proposal

A. The Proposal May Be Excluded Pursuant to Rule 14a-8(c) Because
the Proposal Constitutes Multiple Proposals

Rule 14a-8(c) states that "[e]ach shareholder may submit no more than one
proposal to a company for a particular shareholders' meeting." The Staff has
consistently held that a company may omit multiple proposals, even if couched as a
single proposal that contains substantially different matters. However, .if a
shareholder submits multipie proposals, causing such submission to be procedurally
deficient, Rule 14a-8(f) requires a company to notify the proposing shareholder of the
deficiency within 14 days of receipt of such proposal. Rule 14a-8(f) allows the
shareholder 14 days from the time it receives a company notification to correct any
such procedural deficiency. Because the Proposal, which was submitted to correct
the proposals in the July 5th Proposal Letter, contains more than one proposal, the
Company requests that the Staff concur in its view that the Proposal may properly be
omitted from the 2006 Proxy Materials.

The Proposal constitutes multiple proposals and therefore violates Rule 14a-
8(c). The test for whether a proposal constitutes multiple proposals is whether the
elements of the proposal relate to a single concept. See HealthSouth Corporation
(April 6, 2006) (permitting the exclusion of a single resolution seeking to amend two
separate and distinct bylaws); IGEN Int'l, Inc. (July 3, 2000) (permitting the exclusion
of a proposal that, among other things, would require the size of the issuer's board of
directors to be increased to eight members, require monthly board meetings, and
permit any shareholder owning five percent or more of the company’s outstanding
stock to call a shareholder's meeting), Fotoball, Inc. (May 6, 1997) (permitting
exclusion of proposals relating to @ minimum share ownership of directors, form of
director compensation and business relationships between the issuer and its non-
employee directors). Furthermore, the Staff has consistently agreed that substantially
different items of business may not be considered a single proposal for purposes of
Rule 14a-8(c), notwithstanding the fact that the distinct items of business may relate
to the same general topic. See Exxon Mobil Corp. (March 19, 2002) (allowing
exclusion of proposals regarding increasing the number of board nominees and
qualifications for additional nominees); Evova Corp. (February 9, 1998) (allowing
exclusion of a proposal to elect the entire board annually and require the appointment
of an independent lead director because such proposal constituted multiple
proposals); and Allstate Corp. (January 29, 1997) (allowing exclusion of proposals to
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institute cumulative voiihg‘fof directors and to avoid specified actions that could
impair the effectiveness of cumulative voting).

A plain reading of the Proposal evidences the fact that there is no single,
unifying concept among the various proposals contained therein that is recognized by
the Commission. One proposal within the Proposal addresses the number of
directors. A second proposal within the Proposal pertains to majority voting for
election of directors. A third proposal within the Proposal deals with de-classification
of the board of directors. A fourth proposal within the Proposal removes the ability
of the directors to amend the Company's Bylaws. A fifth proposal within the
Proposal revokes in their entirety various sections of the Company's Bylaws. A sixth
proposal within the Proposal addresses the ability of certain parties to call a special
meeting of the shareholders.

Furthermore, it is important to note that in situations where the proponent
alleges to have reduced the number of proposals to one, but has essentially just
condensed all separate proposals into one proposal, the Staff has permitted the
exclusion of the "condensed” proposal. The Proponent has done just that. The Staff
has concluded on numerous occasions that several unrelated proposals, when
combined into one proposal, nevertheless constitute more than one proposal. See
HealthSouth Corporation (April 6, 2006); Fotoball, Inc. (May 6, 1997); Edison Int'l
(January 22, 1997); Doskocil Companies Inc. (May 4, 1994); Delta Air Lines, Inc.
(July 9, 1993).

Because the Proposal contains multiple proposals that are unrelated and do not
satisfy the criteria set forth by the Staff described above in order to be treated as one
unified proposal, the mere act of consolidating such proposals is not sufficient to
remedy the multiple proposal defect. See, e.g, Compuware Corp. (July 3, 2003)
(finding exclusion of all proposals appropriate where the proponent submitted six
scparate and distinct proposals as only one resolution); HealthSouth Corporation
(April 6, 2006) (finding exclusion of ail proposals appropriate where proponent
submitted two separate and distinct bylaw proposals as only one resolution). The
Staff has consistently permitted the exclusion of proposals where the proponent
submits more than one proposal and fails 1o timely reduce the number of proposals to
one at the issuer's request. See, e.g., HealthSouth Corporation (April 6, 2006); IGEN
Int'l., Inc. (July 3, 2000) (proposals may be omitted under Rule 14a-8(f) where
shareholder submitted multiple proposals in violation of 14a-8(c) and did not cure the
procedural deficiency within the period provided for by Rule 14a-8(f) after receiving
specific notice thereof); Evova Corp. (Feb. 9, 1998) (same); BostonFed Bancorp, Inc.
(March 5, 2001) (same); Niagara Mohawk Holdings, Inc. (March 23, 2000) (same).
Accordingly; the Company believes it may properly exclude the "Proposal in
accordance with Rule 14a-8(c).

For the foregoing reasons, the Company respectfully submits that the
Proposals may be excluded from the Company's 2006 Proxy Materials.
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B.  The Proposal May Be Excluded as Untimely

The Proposal is excludable under Rule 14a-8(i)(3) because it was submitted to
the Company in an untimely manner in violation of Rule 14a-8(¢e)(2) which requires
that shareholder proposals must be received at a company's principal executive
offices not later than 120 calendar days before the date such company's proxy
statement was released to shareholders in connection with the previous year's annual
meeting. This 120 day date was calculated to be April 21, 2006 and such date was
clearly stated in the 2005 Proxy Materials disseminated to all shareholders. The Staff
has strictly construed the deadline for receipt of shareholder proposals under Rule
14a-8(e) and has consistently taken the position that untimely shareholder proposals
may be properly excluded from a company's proxy materials under Rule 14a-8(e).
See e.g., KB Home (January 10, 2006); Commerce Energy Group, Inc. (November
23, 2005); and DirectTV Group, Inc. (March 23, 2005). Based upon the facts
described in Section II above and the foregoing precedent, the Proposal (and its
predecessor proposals in the July 5th Proposal Letter) was not submitted in
accordance with Rule 14a-8(e)(2) and, thus, is excludable from the 2006 Proxy
Materials.

Furthermore, in anticipation of the Company's position and as evidence of
Proponent's and his sisters' own acknowledgement of their failure to timely file,
counsel to the Proponent and his sisters submitted the July 5th Proposal Letter noting
their belief that the 2005 Annual Meeting had not been held and, therefore, they were
entitled to submit the proposals contained therein in a "reasonable time before the
company begins to print and mail its proxy materials" under Rule 14a-8(e}(2). This
assertion is misfounded based upon the fact that the Proponent was aware that the
meeting was called to order and that it was adjourned immediately prior to voting on
certain matters as discussed in Section [1.A. above. Furthermore, the 2005 Annual
Meeting of the Shareholders was never reconvened. Based on the fact the 2005
Annual Meeting was held and the 2006 Annual Meeting is scheduled to be held on a
date not more than 30 days from the date of the 2005 Annual Meeting, the Proponent
may not avail itself of the "reasonable time" provision of Rule 14a-8(c)(2).

Moreover, if it were to be assumed that the 2005 Annual Meeting was not
held, the Proposal would still be excludable because the Propesal (and the proposals
in the July 5 Proposal Letter) was not delivered to the Company in a "reasonable time
before the company begins to print and mail its proxy materials." In determining
whether a proposal is made within a reasonable time, the fundamental consideration
is whether the time of submission of the proposal affords the company reasonable
time to consider the proposal without causing an excessive delay in the distribution of
its proxy materials to its shareholders. See, Jefferson-Pilot Corporation (January 30,
2006); Greyhound Lines, Inc, (January 8, 1999). The Proponent (and his sisters), as
well as all shareholders of the Company, should have been aware of the deadlines for
submission of sharchotder proposals clearly stated in the 2005 Proxy Materials, as
well as the date for the 2006 Annual Meeting which is clearly stated in the Company's
Bylaws (a copy of which are attached to the Deficiency Letter). Considering the
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Company has never stated a different date for the 2006 Annual Meeting of
Shareholders, the Proponent (and his sisters) lacks a reasonable basis for the belief
that the 2006 Annual Meeting of Shareholders would be held on a different date and
that the April 21, 2006 deadline for submission of proposals to be included in the
2006 Proxy Materials was therefore irrelevant. Along this line and based on the
foregoing facts, it is unreasonable for the Proponent (and his sisters) to deliver the
Proposal (and the proposals in the July 5th Proposal Letter) in July when he (and
they) was aware that the Company (a) would mail its proxy materials in mid-August
for the 2006 Annual Meeting of Shareholders and (b) would not be able to submit a
no action request to the Commission 80 days prior to the mailing of the 2006 Proxy
Materials.

For the foregoing reasons, the Company respectfully submits that the
Proposals may be excluded from the Company's 2006 Proxy Materials.

C. The Proposal May Be Excluded Because It Violates Certain
Anti-Bundling Requirements in Rule 14a-4(a)(3)

Rule 14a-8(1)(3) permits the exclusion of a proposal "if the proposal or
supporting statement is contrary to any of the Commission's proxy rules." Rule 14a-
4(a)(3) of the proxy rules sets forth certain anti-bundling prohibitions which require
that the form of proxy "identify clearly and impartially each separate matter intended
to be acted upon, whether or not related to or conditioned on the approval of other
matters." The Proposal runs afoul of these anti-bundling requirements and, therefore,
the Company believes that the Proposal is excludable from the 2006 Proxy Materials.
This belief is consistent with the Staff's position as noted in Global Entertainment
Holdings/Equities, Inc. (July 18, 2003) and Exxon Mobil Corp. (March 19, 2002).

The violation of this Rule occurs in several instances. First, the Proponent
bundled the two enumerated proposals from the July 5th Proposal Letter as "one"
proposal in the Proposal. Second, the Proposal (as with the proposals in the July 5th
Proposal Letter) contains numerous proposals as noted in the third paragraph of
Section IIILA. These represent a gross violation of the "anti-bundling” rule. By
combining multiple proposals in the Proposal, the Proponent fails to identify clearly-
each separate matter intended to be acted upon, in violation of Rule 14a-4(a)(3).
Companies in a similar situation to the Company have noted that "[a] shareholder
might wish to vote for one proposal, but not the other." Centra Software, Inc. (Mar.
31, 2003). Precisely the same could be said in this case. The provisions of the
Proposal are separate and distinct. A shareholder might wish to vote for one proposal
without being forced to vote for the other. For example, a sharcholder may wish to
reduce the number of directors to five, but may desire to continue- to allow the board -
of directors to have equal power to amend the Bylaws. The shareholder's voting
proposals would be restricted by a combination of the two proposals. Furthermore, a
shareholder may want the power to amend the Bylaws limited to the shareholders, but
may not agree that shareholders holding 15% of more of the Company's outstanding
shares have the ability to call a special meeting.

DB)2/304018 06002/7243780.2




Office of Chief Counsel

August 2, 2006
Page 9

"For the foregoing reasons, the Company respectfully submits that the

Proposals may be excluded from the Company's 2006 Proxy Materials.

D. The Proposal May Be Excluded Because Proponent's
Supporting Statements Contain False and Misleading
Statements in Violation of Rule 14a-9

- Rule 14a-8(1)(3) permits the exclusion of a proposal "if the proposal or
supporting statement is contrary to any of the Commission's proxy rules, including
Section 240.14a-9, which prohibits materially false or misleading statements in proxy
soliciting materials.” The Company believes that various statements in Proponent’s
supporting statement are materially false and misleading, including but not limited to:

1. The supporting statement for the Proposal states that "[t]he new
Bylaws are part of an overall plan by the current Board and management to retain
excessive control of the Corporation at the shareholder's expense.” The Proponent
tenders this assertion as fact and fails to provide any support for this assertion,
specifically evidence of this so-called "plan" of the board of directors. The board of
directors adopted new Bylaws with advance notice provisions, limitations on the
power of shareholders to call special meeting, and higher approval requirements for
amendments to the Bylaws because the board of directors believed it was necessary
and consistent with its fiduciary duties to protect minority shareholders from possible
actions that could be taken by majority shareholders that would not be in the best
interests of all shareholders. The statement by the Proponent was nothing more than
an attempt to impugn the character of the board of directors in violation of Rule 14a-
9.

2. The supporting statement for the Proposal states that "[t]he current
Board has performed poorly compared to boards of similarly situated corporations,
has failed to respond adequately to shareholder concerns and has voted in favor of
employment agreements featuring poor pay-performance links." Once again, the
Proponent tenders this assertion as fact without providing any support therefor. The
Proponent does not offer a comparative analysis of similarly situated companies'
boards of directors, cite any authoritative report or even list one similarly situated
company with a better-performing board of directors. As with the previously
described assertion, this statement is simply another attempt to impugn the character
of the board of directors through baseless allegations in violation of Rule 14a-9.

For the foregoing reasons, the Company respectfully submits that the
Proposals may be excluded from the Company's 2006 Proxy Materials.

CONCLUSION

Based on the foregoing, the Company requests that the Staff not recommend
any enforcement action if the Proposal is excluded from the 2006 Proxy Materials.
We request that the Staff deliver its response to this letter via U.S. mail and facsimile
to the facsimile number on the first page of this letter (for the Company and its
counsel) and to the facsimile number on the first page of the July 5th Proposal Letter
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(for the Prdponenf and his counsel).-  We hcrebsv agl"ec. to pfbrﬁpil-y _f(-)f\—;lard to the

Proponent any Staff response to this no-action request that the Staff transmits by
facsimile to us only.

Consistent with the provisions of Rule 14a-8(j), we are concurrently providing
copies of this correspondence to the Proponent. We recognize that the Staff has not
interpreted Rule 14a-8 to require proponents to provide the Company and its counsel
a copy of any correspondence that the proponent submits to the Staff. Therefore, in
the interest of a fair and balanced process, we request that the Staff notify the
undersigned if it receives any correspondence on the Proposal from the Proponent or
other persons, unless that correspondence has specifically confirmed to the Staff that
the Company or its counsel have timely been provided with a copy of the
correspondence.  If we can provide additional correspondence to address any
questions that the Staff may have with respect to this no-action request, please do not
hesitate to call me at the number listed on the first page of this letter.

Sincerely,

STINSON MORRISON HECKER LLP

Lo A e

Victoria R. Westerhaus

Enclosures
cc: H. James Serrone
Basil P. Caloyeras
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JAMES T. SEIGFREO
LAFRY J. BINGHAM R
ALLAN W, STOPPERAN
GARY J. BROUILLETTE
GOIDON 0. GEE,
RODERT C. LEVY
KEMNETH W. SPAIN
GAITY V., FULGHUM
DUANE .1, FOX

JAUZK R. SELZER

FRIID BELLEMERE II
ROBERT R. BARTUNEK
JOISEPH L. HIERSTEINER
SHARON A. CODERLY
MARK H. GILGUS

MARK /. THOMPSON
PAIIL G. SCHEPERS
CIHDY AL McCLANNAHAN

A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW
S AN STREET
SUITE 2600
KANSAS CITY, MISSOURI 64105
T 816 ezi-a460 '
« FACSIHILE B1G 474-3447

DAVID E. SHAY .

STEPHEN M. KYLE

RACHEL H. BAKER
TIMQOTHY J. FISHER

ROD L. EISENHAUER
JOHN M. NEYENS

KARLA KEARSCHEN SHEPARD
HEATHER A. JONES

JOHHN R. WALTER

JAMES R. LLOYD I
KATHERINE A. ZOGLEMAN
RYAN E. SCOTT

LARA M. OWENS

JASON J. TUPMAN
HKATHARINE E. MILBERGER

LYNNE C. KAISER

ROBERT J. MANN

H. BOONE PORTER I
ANDREA GOULD McCARTHY

ROBERT J. BJERG OF COUNSEL

JAMES C. THDEN
GREGORY S. GERSTNER J’uly 5’ 20,06 WILI..IA:;a..:...g;‘RRELL

LOIRI A, BEAM

Via Hand Delivery
Torotel, Inc.

M & H Agent Services, Inc.
1201 Walnut St., Snite 2800
Karnsas City, MO 64106

Re:  Torotel, Inc.
Dear Sit/Madam:

Pursuant to the definitive proxy statement filed by Torotel, Inc. (“Torotel”) on August 19,
2005, the Notice of Shareholder Proposals to be acted on at Torotel’s 2006 annual meeting must
be received by Torotel on or before July 5, 2006 or else such proposals will be considered
untimely. Please be advised that this letter serves as the official notice of Basil Caloyeras, Aliki
Caloyeras and Alexandra Caloyeras as to the following items that they hereby submit for
presentation at the 2006 annual meeting of Torotel:

« Eliminate the staggered terms of the Board of Directors, effective immediately. All terms
of all directors will expire at the annual meeting on September 18, 2006; and

» No amendments to Torotel’s Bylaws may be made without the approval of a majority of
the shareholders of Tarotel.

We are of the opinion that it is in the best interest of all of Torotel’s shareholders that these
iteras be included in the upcoming Proxy Statement, pursuant to Rule 142-8(e), which provides
that: if there was no annual meeting in the previous year, as was the case for Torotel, then a
shareholder proposal may be submitted for inclusion in the proxy statement at any reasonable
time before the company begins to print and mail its proxy materials.

IDOCS:10045.1:538275.1394335v|



SEGFKEIY, DINURAM, LEV I, DELLEK & UEE

Torotel, Inc.
July 5, 2006
Page 2

We look forward to the presentation of these items at the 2006 annual meeting of the
shareholders of Torotel.

Very truly yours,

SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C.

Jobut O d/agj/% LEs-

Robert C. Levy
RCL:KKS:jfe

cc: Torotel, Inc., 620 N. Lindenwood Drive, Olathe, KS 66062 (via hand delivery)
Victoria Westerhaus, Esq. (via hand delivery)
Howard Berman, Esq. (via e-mail)
Mr. Peter Caloyeras (via e-mail)
Mr. Basil Caloyeras (via e-mail)

IDOCS: 10045.1:538275.1394335v1
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Cilgras

Torotel, Inc.
620 North Lindenwood Drive
Olathe, Kansas 66062

Attn.: Secretary

RE: Notice of Shareholder Proposal

To the Secretary of Torotel, Inc.:

I hereby submit the shareholder proposal attached hersto as Annex A to be voted upon at
the Annual Meeting of Shareholders of Torotel, Inc. (the “Corporation™) to be held on
September 18, 2006. The reasons for conducting such business at the Armual Meeting
are set forth in the Supporting Statement included in Annex A. 1 am the record and
beneficial owner of 769,666 shares of the Corporation’s common stock, which I have
held for more than onec ycar and will continue to hold through the date of the Annual
Meeting of Sharcholders. My record address is 2041 West 139th Street, Gardena,
California 90249. 1 do not have a material interest in the business set forth in this
proposal other than as a greater than 10% shareholder of the Corporation.

Respectfully submitted,

o

Basil P. Caloyeras

2041 West 139%th Street © Gardena, Californis 90249
Tel. 310.527.8100 * Fax, 313.527.8101



Fax:8167632278 Jul 24 2006 13:32 P. 03

Clyores

e

Anuex A

RESOLVED, that sharcholders of Torotel, Inc. (“Corporation™) approve
amending Articles Six and Nine of the Corporation’s Articles of Incorporation to
remove certain provisions of the Corporstion’s Bylaws that unduly restrict
shareholder rights and decreage shareholder value as follows:

Article Six:

“The number of Directors is five. Directors shall be clected !
by Sharcholders holding not less than 50% of outstanding
shares at each anmual mecting of Shareholders, but if such
annual mecting is not held or Directors are not elected thereat,
Directors may be elected at a special meeting of Sharcholders.
Directors shall hold office until the next annual meeting and
until their sudcessors are elected and qualified.. The
declassification ¢ffectuated by this provision shall not affect
unexpired terms of Directors previously clected.”

Article Nine:

“Only 2 majority of Sharcholders may make, alter, amend,
suspend or repeal the Bylaws. With respect to the Bylaws

currently in effect, cach of the following provisions is hereby . }
revoked in its entirety: Article 11, Sections 13, 14, and 15;
Article III, Sectiops 2, 8, and 10; and Article XIL. Article II,
Section 2 shall be amended to read that & special meeting of ’

Shareholders may be cailed by the President, Board of
Directors or Shareholders holding not less than 15% of
outstanding shares of the Corporation.”

Supporting Statement

Restricting the ability of shareholders to take governance actions granted to them by law r
unduly restricts their rights and decreases shareholder value by preveating shareholders
from legally protecting their investment in the Corporation.

The Board recently restated the Bylaws to restrict shareholders from properly presenting
and acting upon matters gt sharcholder meetings. The amendments denied shareholders
the right to call special meetings, imposed burdensome requirements to propose matiers
to be acted upon at sharcholder meetings and to nominate director candidates, increased
1o two-thirds the sharebolder vote required to amend the Bylaws, and created additional
anti-takeover measures, These new Bylaws are part of an overall plan by the current

emliterespr

2041 West 139th Street *  Gardena, Califomia 90249
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Bosard and management to retain excessive control of the Corporation at the shareholder’s
expense, :

The current Board has performed poorly compared to boards of similarly situated
corporations, has failed to respond adequately to sharcholder concems and has voted in
favor of employment agreements featuring poor pay-performence links. A smaller
Board, in which members serve one-year terms, will facilitate more effective governance,
reduce expenses and hold directors accountable to shareholders. A classified Board
restricts the Corporation’s ability to engage in reorganization transactions that might
enhance sharcholder value, by unduly limiting the ability of existing or new sharcholders
to provide direction to the Corporation.

This proposal is intended to make the Corporation more desirable for potential acquirors
of shares of the Corporation’s stock, who can improve the its operations and profitability.
The proposal also restores to sharcholders the power to exercise the full breadth of their |
rights under Missouri law and hold directors accountable to shareholders.

Please vote FOR this proposal.

2041 West 139th Street ¢ Gardena, Californta 50249
Tal UACITRIOG »  Fav. 110.527.810
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Torotel, Inc.
620 North Lindenwood Drive
Olathe, Kansas 66062

Attn.: Secretary

RE: Notice of Shareholder Proposal

To the Secretary of Torotel, Ingc.:

I hereby submit the shareholder proposal attached hereto as Annex A to be voted upon at
the Annual Meeting of Shareholders of Torotel, Inc, (the “Cerporation™) to be held on
September 18, 2006. The rcasons for conducting such business at the Amual Meeting
arc set forth in the Supporting Statement included in Annex A. [ am the record and
beneficial owner of 769,666 shares of the Corporation’s common stock, which [ have
held for more than one year and will continue to hold through the date of the Annual
Meeting of Sharcholders. My record address is 2041 West 139th Street, Gardena,
Califomnia 90249, 1 do not have a material interest in the business set forth in this
proposal other than as a greater than 10% shareholder of the Corporation.

Respectfully submitted,

Basil P. Caloyeras

2041 Weat 139th Street * Gardena, Californta 90249
Tal ALY RINA ¢ FBave AN LI7 RIMN
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620 N. LINDENWOOD

OLATHE, KS 66062

(913) 747-6111

FAX: (913) 747-6110

WEBSITE: WWW.TOROTELFROD.COM

July 18, 2006 E-MAIL: TOROTEL@TOROTELPROD.COM

Via OQvernight Deliv

Alexandra Z. Caloyeras Aliki S. Caloyeras
t 10 Sullivan Street, Apt. 4B 62 Watts Street #2
New York, NY 10012 New York, NY 10014

Basil P. Caloyeras
2041 West 139® Street
Gardena, CA 90249

Re: Sharehoider Proposals for Torotel, Inc. 2006 Annual Meeting of Shareholders
Ladies and Gentlemen:

We acknowledge receipt of a letter dated July 5, 2006 (the “Proponents’ Letter”)
from Robert C. Levy, Bsq. on behalf of Alexandra Z. Caloyeras, Aliki S. Caloyeras and
Basil P. Caloyeras (each a “Proponent” and, collectively, the “Proponents”) regarding the
Torotel, Inc. (the “Company”) 2006 annual meeting of shareholders (the “2006
Sharehotders Meeting”). The Proponents’ Letter includes the following:

{ Shareholder proposal pertaining to the elimination of the classification of
the Company’s board of directors (the “Board”);

2. Shareholder proposal pertaining to the expiration of the terms of all of
the members of the Board at the 2006 Shareholders Meeting, which would have: the
effect of removing all members of the Board; and

3. Shareholder proposal providing that the Company’s bylaws (the
“Bylaws”) can only be amended by the approval of a majority of the Company's
shareholders.

ltems 1-3 above are each a “Proposal” and, collectively, the “Proposals”. We
have attached bereto as Exhibit A, a copy of the Proponents” Letter. :

This letter from the Company to the Proponents (this “Letter”) sets forth the

intentions of the Company to (a) decline to bring the Proposals before the 2006
Shareholders Meeting pursuant to Section 14 of the Bylaws and Missouri law and (b)
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~_exclude the Proposals from the Company’s proxy materials for the 2006 Sharcholders

Meeting pussuant fo Rule 14a-8 of the Proxy Rules (the “Proxy Ruiles”) under the
Securities Exchange Act of 1934, as amended.  Please note the laws, rules and
governance procedures pertaining to the ability of the Company to decline to bring the
Proposals before the 2006 Shareholders Meeting are exclusive of the Proxy Rules and
the ability of the Company thereunder to exclude the Proposals from the Company’s
proxy materials for the 2006 Shareholders Meeting and vice versa. The failure by the
Company to state in this Letter any other reason for declining to bring such Proposals
before the 2006 Shareholders Meeting does not constitute a waiver thereof.

Proposals under Section 14 of the Bylaws and Missouri Law

For purposes of this Letter, please refer to Section 14 of the Bylaws, a copy of
which has been attached hereto as Bxhibit B for your convenience. Section 14 of the
Bylaws sets forth the technical requirements for the presentation of business at
shareholders meetings. The Proposals fail the technical requirements of Section 14 of
the Bylaws for the following reasons:

1. The Proposals fail to state the reasons for conducting such business at
the 2006 Shareholders Meeting;

2. The address of each Proponent was not included with the Proposals; and

3. There was no indication in the letter as to whether any Proponent has a
material interest in such business.

As a result of these failures, the Proposals have not been properly brought
before the 2006 Sharcholders Meeting pursuant to Section 14 of the Bylaws and the
Chairman of the Board, in his discretion, will determine that such business shall not be
transacted at the 2006 Shareholders Meeting. The Company invites the Proponents to
correct the above listed deficiencies and resubmit the Proposals for consideration;
however, such resubmission must be within the time period set forth in Section 14 of
the Bylaws.

Please note that even if the technical deficiencies are remedied and the
Proposals are resubmitted to the Company in a timely manner pursuant to Section 14 of
the Bylaws, the Company believes the Proposal identified in ftem 2 on the first page of
this Letter is improper under Section 315 of the Missouri General and Business
Corporation Law (a copy of which is attached hereto as Exhibit C) and, as a result, the
Company, in order to comply with Missouri law, intends to decline to allow such
Proposal to be brought before the 2006 Shareholders Meeting.
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Proposals under Rule 14a-8 of the Proxy Rules

A Intent to Bxclude Proposals for Failure to Comply with the Proxy Rules.

The Proposals have failed to meet the techaical requirements of Rule 14a-8 of
the Proxy Rules and, therefore, the Company intends to exclude the Proposals from the
Company’s proxy materials for the 2006 Shareholders Meeting pursuant to 14a-8. The
reasons for exclusion of the Proposals set forth below are mutually exclusive and in no
way serve as a waiver of any other reasons for exclusion set forth below. For your
convenience, attached hereto as Exhibit D is a copy of Rule 14a-8.

1. Statement _Regarding Intent to Hold Requisite Shares Through 2006
Shareholders Meeting.

Rule 14a-8(b) of the Proxy Rules requires that each shareholder submitting a
proposal for inclusion in a company’s proxy materials affirmatively state its intention to
hold the requisite securities through the date of the meeting for which such proposal has
been submitted. In light of the fact that the Proponents’ Letter fails to state this
intention for each Proponent, the Company may exclude the Proposals from its proxy
materials for the 2006 Sharcholders Meeting. However, the Company invites the
Proponents to make the necessary corrections and resubmit the Proposals within the
requisite time period discussed below. Should the Proponents decline to accept our
invitation to make the necessary corrections in the requisite time period described
below, the Company intends to exclude the Proposals under Rule 14a-8.

2. One Proposal Rule.

In light of the fact that the first proposal identified in the Proponents’ Letter
called for both the Proposals set forth in Items | and 2 on the first page of this Letter,
we believe that the Proponents have each submitted three shareholder proposals for the
2006 Shareholders Meeting. Rule i4a-8(c) of the Proxy Rules provides that a
shareholder may submit no more than ope proposal to a company for inclusion in its
proxy materials for a particular shareholders meeting. It appears from a clear reading of
the Proponents® Letter that the Proposals have been submitted by each Proponent. This
is supported by the fact that each Proposal has not been attributed to a single Proponent. -
Accordingly, the Company believes that each Proponent has exceeded the “one
proposal” rule. The Company requests that each Proponent withdraws two of the
Proposals to reduce the number of Proposals to one or each individually submits a
single proposal. Should the Proponents decline to accept our invitation to make the
necessary coections in the requisite time period described below, the Company
intends to exclude two of the Proposals under Rule 14a-8.

B. Responses by Proponents to this Letter.

Under Rule 14a-8(f), the Proponents’ responses to this Letter must be post-
marked or electronically transmitted within fourtecen calendar days from the date you
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receive this letter (the “Response Period™). If each Proponent does not transmit his/her

" “response or cure the procedural defecis (to the extent such defects can be cured) noted -~ -

above within the Response Period, the Company intends to seek a no-action letter from
the Securities and Bxchange Commission under Rule 14a-8(j) to exclude the Proposals

from the Company’s proxy materials.

Please be advised that even if the Proponents cure the defects identified in
Sections A.1 and A2 of this Letter, the Company intends to submit a no-action request
to the Securities and Bxchange Commission pursuant to Rule 14a-8(j) seeking to
exclude the proposal for potentially one or more reasons set forth in Rule 14a-8(i).

Please contact me at (913) 747-6124 if you have any questions.

Very truly yours,
H. James Serrone

Enclosures

cc Victoria R. Westerhaus, Esq.
Robert C. Levy, Bsq.
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WJIDIVL AL,

JAMES T. SEIGFREID
LARRY J. BINGHAM
ALLAN W. STOPPERAN
L.GLRY.J. BROUILLETTE
GORDON D. GEE
ROBERT C. LEVY
KENNETH W. SPAIN
GLRY V. FULGHUM
DUANE 4. FOX
JACK R, SELZER
FEIED DELLEMERE
ROBERT R. BARTUNEK
JOSEPH L. HIERSTEINER
SHIARON A. COBERLY
MARK H. GILGUS
MARK R. THOMPSON
PAUL G. SCHEPERS
CINDY A, McCLANNAHAN
ROBDERT J. BJERG
JAMES C. TILDEN
GREGORY S. GERSTNER
LORI A, BEAM

Via Hand Delivery
Torotel, Inc.

M & H Agent Services, Inc.
1231 Walnut St., Suite 2800
Kansas City, MO 64106

Re:  Torotel, Inc.

Dear Sir/Madam:

A PROFESSIONAL CORPORATION
ATTORNEYS AT LAW
Sl MAIN STREET

SUYITE 2800

“ ‘KANSAS CITY; MISSOURI 64105

816 421-4460
+ FACSIMILE 816 474-2447

July 5, 2006

REPIANRAILNA N,y Ball ¥V By P LR Zadlin X \rasds

DAVID E. SHAY -
STEPHEN M, KYLE
RACHEL H. DAKER
TIMOTHY J. FISHER

"ROD L. EISENHAUER

JOHN M. NEYENS
KARLA KERSCHEN SHEPARD
HEATHER A. JONES

JOHN R. WALTER

JAMES R. LLOYD 1
HATHERINE A, ZOGLEMAN
ARYAN E. SCOTT

LARA M. OWENS

JASON J. TUPMAN
KATHARINE £. MILBERGER

LYNNE C. KAISER

ROBERT J. MANN

H. BOONE PORTER H -

ANDREA GOULD McCARTHY
OF COUNSEL

wiLLiaM J. BURRELL
1921-1994

Pursuant to the definitive proxy statement fiied by Torotel, inc. (“Torotel”) on August 19,
20035, the Notice of Shareholder Proposal$ to be acted on at Torotel’s 2006 annual meeting must
be received by Torotel on or before July 5, 2006 or else such proposals will be considered
untimely. Please be advised that this letter serves as the official notice of Basil Caloyeras, Aliki
Caloyeras and Alexandra Caloyeras as to the following items. that they hereby submit for
presentation at the 2006 annual meeting of Torotel:

« Eliminate the staggered terms of the Board of Directors, effective immediately. All terms
of all directors will expire at the annual meeting on September 18, 2006; and

» No amendments to Torotel’s Bylaws may be made without the approval of a majority of

the shareholders of Torotel.

We are of the opinion that it is in the best interest of all of Torotel’s shareholders that these
items be included in the upcoming Proxy Statement, pursuant to Rule 14a-8(e), which provides
that if there was no annual meeting in the previous year, as was the case for Torotel, then a
shareholder proposal may be submitted for incluston in the proxy statement at any reasonable

tirne before the company begins to print and mail its proxy matenals.
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SEIGFREID, BINGHAM, LEVY, SELZER & GEE

Torotel, Inc.
July 5, 2006
Paje 2 -

We look forward to the presentation of these items at the 2006 annual meeting of the
shareholiders of Torotel.

Very truly yours,

SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C.

Jolut 0. Ay res.

Robert C. Levy -
RCL:KKS:jfe

cC. Torotel, Inc., 620 N. Lindenwood Drive, Olathe, KS 66062 (via hand delivery)
Victoria Westerhaus, Esq. (via hand delivery)
Howard Berman, Esq. (via e-mail)
Mr. Peter Caloyeras (via e-mail)
Mr. Basil Caloyeras (via e-mail)
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AMENDED AND RESTATED

BY-LAWS _
OF o
TOROTEL, INC.

(Effective as of June 30, 2006)

ARTICLE I - OFFICES

The principal office of the Corporation shall be located in Olathe, Kansas. The
Ccrporation may have such other offices either within or without the State of Missouri, as the
business of the Corporation may require from time to time by the Board of Directors.

The registered office of the corporation required by The General and Business
Corporation Law of Missouri to be maintained in the State of Missouri, may be, but need not be,
identical with the principal office in the State of Missouri, and the address of the registered office
may be changed from time to time by the Board of Directors. :

ARTICLE I - SHAREHOLDERS

Section 1. ANNUAL MEETING. The annual meeting of the Shareholders shail be
held on the third Monday of September in each year beginning with the year 1986, for the
purpose of electing Directors and for the transaction of such other business as may come before
th= meeting. If the day fixed for the annual meeting shall be a legal holiday, such meeting shall
be held on the next succeeding business day. If the election of Directors shall not be held on the
day designated herein for ahy Annual Meeting, or at any adjournment thereof, the Board of
Directors shall cause the election to be held at a special meeting of the Shareholders as soon
thereafter as conveniently may be held.

Section 2. SPECIAL MEETINGS. Special meeting of the Shareholders may be
called exclusively by the President or by the Board of Directors.

_ Section 3. PLACE OF MEETING. The Board of Directors may designate any place,
either within or without the State of Missouri, as the place of meeting for any annual meeting of
the Shareholders or for any special meeting of the Shareholders called by the Board of Directors.
The Shareholders may designate any place, either within or without the State of Missouri, as the
place for the holding or such meeting, and may include the same in a waiver of notice of any
meeting. If no designation is made, or if a special meeting be otherwise caled, the place of
meeting shall be the registered office of the corporation in the State of Missourt, except as
otherwise provided in Section 5 of this Article.

Section 4. NOTICE OF MEETINGS. Written or printed notice stating the place, day
and hour of the meeting and, in case of a special meeting, the purpose or purposes for which the
m.eeting is cafled, shall be delivered not less than ten (10) nor more than seventy (70) days before
the diite of the mésting, either pérsonally or by mail; by or at the direction of the President, or the
Secretary, or the officer or persons calling such meeting, to each Shareholder of record entitled
to vote at such meeting. If mailed, such notice shall be deemed to be delivered when deposited
i the United States mail in a sealed envelope addressed to the Shareholder at his address as it
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appears on the records of the Corporation, with postage thereon prepaid. Notice shall be
published to the extent required by the laws of the State of Missouri.

Section5.  MEETING OF ALL SHAREHOLDERS. Ifall of the Shareholders shall
meet at any time and place, either within or without the State of Missouri, and consent to the
holding of a meeting, such meeting shall be valid, without call or notice, and at such meeting any
corporate action may be taken.

Section 6. VOTING LISTS. At least ten days before each meeting of Shareholders,
the officer or agent having charge of the transfer book for shares of the Corporation shall make a
complete list of the Shareholders entitled to vote at such meeting, arranged in alphabetical order
with the address of, and the number of shares held by, each Shareholder, which list, for a period
of ten days prior to such meeting, shall be kept on file at the registered office of the Corporation
and shall be subject to inspection by any Shareholder at any time during usual business hours.
Such list shall also be produced and kept open at the time and place of the meeting and shall be
subject to the inspection of any Shareholder during the whole time of the meetmg The original
share ledger or transfer book, or a duplicate thereof kept in this state, shall be prima facie
evidence as to who are the Shareholders entitled to examine such list or share ledger or transfer
baok or to vote at any meeting of Shareholders.

Section-7. QUORUM. A majority of the outstanding shares of the Corporation,
represented in person or by proxy, shall constitute a quorum at any meeting of the Shareholders;
provided, that if less than 2 majority of the outstanding shares are represented at said meeting,
ﬁ om time to time, without further notice, to a date not longer than ninety days from the date

originally set for such meeting. '

Section 8. PROXIES. At all meetings of Shareholders, a Shareholder may vote by
proxy executed in writing by the Shareholder or by his duly authorized attorney-in-fact. Such
proxy shall be filed with the Secretary of the Corporation before or at the time of the meeting.
Mo proxy shall be valid after efeven months from the date of its execution, unless otherwise

provided in the proxy.

Section 9. VOTING OF SHARES. Subject to the provisions of Section 12, each
cutstanding share of capital stock having voting rights shall be entitled to one vote upon each
raatter submitted to a vote at a meeting of Shareholders.

_ Section 10. VOTING OF SHARES BY CERTAIN HOLDERS. Shares standing in
the name of another corporation, domestic or foreign, may be voted by such officer, agent, or
proxy as the By-Laws of such corporation may prescribe, or, in the absence of such provision, as
the Board of Directors of such corporation may determine.

Shares standing in the name of a deceased person may be voted by his administrator or
executor, either in person or by proxy. Shares standing in the name of a guardian, curator, or
irustee may be voted by such fiduciary, either in person or by proxy, but nio guaidian, ciifator, or
irustee shall be entitled, as such fiduciary, to vote shares held by him without a transfer of such
~ shares into his name.

DBO2/304018 0002/6952418.2



Shares standing in the name of a receiver may be voted by such receiver, and shares held
by or under the control of a receiver may be voted by such receiver without the transfer thereof
into his name if authority so to do be contained in an appropriate order of the court by which
soch receiver was appointed.

A Shareholder whose shares are pledged shall be entitled to vote such shares until the
shares have been transferred into the name of the pledgee, and thereafter the pledgee shall be
entitled to vote the shares so transferred.

Section 11. CUMULATIVE VOTING. In all elections for Directors, every
Shareholder shall have the right to vote, in person or by proxy, the number of shares owned by
kim, for as many persons as there are Directors to be elected, or to cumulate said shares, and give
cne candidate as many votes as the number of Directors multiplied by the number of his shares
shall equal, or distribute them on the same principal among as many candidates as he shall see
fit.

Section-12. INFORMAL ACTION BY SHAREHOLDERS. Any action which may
be taken at a meeting of the Shareholders may be taken without a meeting if a consent in writing,
setting forth the action so taken, shall be signed by all of the Shareholders entitled to vote with
respect to the subject matter thereof.

Section 13  NOMINATION OF DIRECTORS. Nomination of persons for election to
the Board of Directors of the Corporation at a meeting of the Shareholders may be made by or at
the direction of the Board of Directors or may be made at a meeting of Shareholders by any
Shareholder of the Corporation entitled to vote for the election of Directors at the meeting in
compliance with the notice procedures set forth in this Section 13 of Article I Such
nomination, other than those made by or at the direction of the Board, shall be made pursuant to
{imely notice in writing to the Secretary of the Corporation. To be timely, a Shareholder's notice
shall be delivered to or mailed and received at the principal executive offices of the Corporation
not less than fifty (50) days nor more thati seventy-five (75) days prior to the meeting; provided,
liowever, that in the event that less than sixty-five (65) days' notice or prior public disclosure of
the date of the meeting is given or made to Shareholders, notice by the Shareholder fo be timely
must be so received no later than the close of business on the fifteenth (15th) day following the
day on which such notice of the date of the meeting was mailed or such public disclosure was
made, whichever first occurs. Such Shareholder's notice to the Secretary shall set forth (a) as to
zach person whom the Sharcholder proposes to nominate for election or re-election as a Director,
(i) the name, age, business address and residence address of the person, (ii) the principal
accupation or employment of the person, (jif) the class and number of shares of capital stock of
the Corporation which are beneficially owned by the person and (iv) any other information
relating to the person that is required to be disclosed in solicitations for proxies for election of
Directors pursuant to chulatlon 14A under the Securities Exchange Act of 1934, as amended
(the "Exchange Act"); and (b) as to the Shareholder giving the notice (i} the name and record
address of the Sharcholder and-(ii) the class and number of shares of capital stock of the
Corporation which are beneficially owned by the Shareholder. The Corporation may require
any proposed nominee to fumish such other information as may reasonably be required by the
Corporation to determine the eligibility of such proposed nominee to serve as Director of the

3
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. Corporation. No person shall be eligible for election as a Director of the Cotporation at a

neeting of the Shareholders unless such person has been nominated in accordance with the
procedures set forth herein. If the facts warrant, the Chairman of the meeting shall determine
and declare to the meeting that a nomination does not satisfy the requirements set forth in the
preceding sentence and the defective nomination shall be disregarded. Nothing in this

Section 13 shall be construed to affect the requirements for proxy statements of the Corporation
under Regulation 144 of the Exchange Act.

Section 14. PRESENTATION OF BUSINESS AT SHAREHOLDERS' MEETINGS.

At any meeting of the Shareholders, only such business shall be conducted as shall have been
properly brought before the meeting. To be properly brought before a meeting, business must be
(a) specified in the notice of meeting (or any supplement thereto) given by or at the direction of
the Board of Directors, (b) otherwise properly brought before the meeting by or at the direction
of the Board of Directors, or (c) otherwise properly brought before the meeting by a Shareholder.
For business to be properly brought before a meeting by a Shareholder, the Shareholder must
have given timely notice thereof in writing to the Secretary of the Corporation. To be timely, a
Shareholder's notice shall be delivered to or mailed and received at the principal executive
offices of the Corporation not less than fifty (50) days nor more than seventy-five (75) days prior
to the meeting; provided, however, that in the event that less than sixty-five (65) days' notice or
prtor public disclosure of the date of the meeting is given or made to Shareholders, notice by the

Shareholder to be timely must be so received no later than the close of business on the fifteenth
(15th) day following the day on which such notice of the date of the meeting was mailed or such
public disclosure was made, whicheves first occurs. Such Shareholder's notice to the Secretary
thall set forth (a) as to each matter the Shareholder proposes to bring before the meeting, a brief
dlescription of the business desired to be brought before the meeting and the reasons for
conducting such business at the meeting, and (b) as to the Sharcholder giving the notice (i) the
name and record address of the Shareholder, (ii) the class and number of shares of capital stock
of the Corporation which are beneficially owned by the Shareholder and (iii) any material
interest of the Shareholder in such business. No business shall be conducted at a meeting of the
Shareholders unless proposed in accordance with the procedures set forth herein. The Chairman
of the meeting shall, if the facts warrant, determine and declare to the meeting that business was
not properly brought before the meeting in accordance with the foregoing procedure and such
business shall not be transacted. To the extent this Section 14 shall be deemed by the Board of
Iirectors or the Securities and Exchange Commission, or finally adjudged by a court of
vompetent jurisdiction, to be inconsistent with the right of shareholders to request inclusion of a
proposal in the Corporation's proxy statement pursuant to Rule 14a-8 promulgated under the
Bxchange Act, such rule shall prevail.

Section 15. PRESIDING OFFICIALS. The Chairman of the Board of Directors, or in
his absence or inability, the President, or in his absence or inability to act, a Vice President shall
preside at alt Shareholders' meetings.

ARTICLE U1 - DIRECTORS

Section 1. GENERAL POWERS. The business and affairs of the Corporation shall
be managed by its Board of Directors.
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Section2.  NUMBER, ELECTION AND TERM. The number of Directors of the
Corporation shall be seven (7). Subject to the rights of the holders of any other series or class of
stock as set forth in the Articles of Incorporation to elect Directors under specified
cirsumstances, the Directors shail be divided with respect to the time for which they severally
hold office into three classes, as nearly equal in number as possible, with the term of office of the
first class to-expire at the 2005 annual meeting of Shareholders, the term of office of the second
class to expire at the 2006 annual meeting of Shareholders, and the term of office of the third
class to expire at the 2007 annual meeting of Sharcholders.

Each Director shall hold office uatil his or her successor shall have been duly elected and
qualified, or until such Director's earlier death, incapacity, disqualification, resignation or
removal. At each annual meeting of Shareholders, commencing at the 2005 annual meeting, (A)
Directors elected to succeed those directors whose terms then expire shall be elected for a term
of office to expire at the third succeeding annual meeting of Shareholders after their election,
with each Director to hold office until his or her successor shall have been duly elected and
qualified, and (B} if authorized by a resolution of the Board of Directors, Directors may be
eiected to fill any vacancy on the Board of Directors, regardiess of how such vacancy shall have
been created. Any Director may be elécted for successive terms. A full term for a Director shall
consist of three full years.

Section 3. REGULAR MEETINGS. A regular meeting of the Board of Directors
shall be held without other notice than this By-Law, immediately afier, and at the same place as,
the annual meeting of Sharcholders. The Board of Directors may provide, by resolution, the time
and place, either within or without the State of Missouri, for the holding of additional regular
meetings with notice of such resolution to all Directors.

Section 4. SPECIAL MEETINGS. Special meetings of the Board of Directors may
be called by or at the request of the President or any two Directors. The person or persons
anthorized to call special meetings of the Board of Directors may fix any place in the United
States, either within or without the State of Missouri, as the place for holding any special
meeting of the Board of Directors called by them.

Section 5. NOTICE. Notice of any special meeting shall be given at least five days
previously thereto by written notice delivered personally or mailed to each Director at his
business address, or by telegram provided, however, that if the designated meeting place is
without the State of Missouri, an additional five days notice shall be given. If mailed, such
notice shall be deemed to be delivered when deposited in the United States mail in a sealed
énvelope so addressed, with postage thereon prepaid. If notice be given by telegram, such notice
shall be deemed to be delivered when the telegram is delivered to the telegraph company. Any
Director may waive notice of any meeting. The attendance of a Director at any meeting shall
constitute a waiver of notice of such meeting, except where a Director attends a meeting for the
express purpose of objecting to the transaction of any business because the meeting is not
lawfully called or convened. Neither the business to be transacted at, nor.the purpose of, any
regular or special meeting of the Board of Directors need be specified in the notice or waiver of
rotice of such meeting.
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Section6. QUORUM. A majority of the Board of Directors shall constitute a
quorum for the transaction of business at any meeting of the Board of Directors, provided that if
less than a majority of the Directors are present at said meeting, a majority of the Directors
present may adjourn the meeting from time to time without further notice.

Section7.  MANNER OF ACTING. The act of the majority of the Directors present
at a meeting of the Directors at which a quorum is present shall be the act of the Board of
Dir:ctors.

Section 8. VACANCIES. In case of the death or resignation or disqualification of
one or more of the Directors, a majority of the survivors or remaining Directors, even if such
majority does not constitute a quorum, may fill such vacancy or vacancies until the successor or
sucsessors are elected at the next annual meeting of the Shareholders. A Director elected to fill a
vacancy shall serve as such until the next annual meeting of the Shareholders. In the event the
Shareholders do not elect a full slate of seven (7) Directors at the annual meeting or the number
of Directors falls below seven (7) for whatever reason between annual meetings, the remaining
Directors may establish any number of three (3), four (4), five (5) or six (6) Directors to
constitute the complete Board of Directors until the next annual meeting without the need to fill
vacant Director positions and attendance at meetings of a majority of the existing Directors at
any such designated, reduced size Board of Directors shall constitute a quorum in accord with
Section 6 of this Article III.

Section 9. COMPENSATION. Directors as such shall not receive any stated salaries
for their services, but by resolution of the Board of Directors, an annual retainer and/or a fixed
sum plus expenses of attendance, if any, may be allowed for attendance at each regular or special
mezting of the Board of Directors or at any Committee meeting thereof; provided, that nothing
herein contained shall be construed to preclude any Director from serving the Corporation in any
other capacity and receiving compensation therefor.

Section 10. EXECUTIVE COMMITTEE. The Board of Directors may authorize and
designate from time to time or on a regular basis three (3) Directors to constitute an Executive
Cominittee which shall have and exercise all powers of the Board of Directors in the
management of the Corporation.

Section 1. INFORMAL ACTION BY DIRECTORS. Any action which may be
taken at a meeting of the Directors may be taken without a meeting if a consent in writing,
setting forth the action so taken, shall be signed by all of the Directors entitled to vote with
respect to the subject matter thereof.

ARTICLE IV - OFFICERS

Section .  NUMBER. The officers of the Corporation shall be a Chairman of the
Board of Directors, a President, one or more Vice-Presidents (the number thereof to be
determined by the Board of Directors), a Treasurer, a Secretary and such other officers as may be
elected in accordance with the provisions of this Article. The Chairman of the Board of
Directors and the President shall be chosen from the Members of the Board of Directors. The
reraining officers of the Corporation need not be chosen from the Members of the Board, but
6
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they may be so chosen. The Board of Directors, by resolution, may create the offices of one or
1ore assistant Treasurers and assistant Secretaries, ail of whom shall be elected by the Board of
Directors. Any two or more offices may be held by the same person, except the offices of
President and Secretary.

All officers and agents of the Corporation, as between themselves and the Corporation,
shall have such authority and perform such duties in the management of the property and affairs
of the Corporation as may be provided in the By-Laws, or, in the absence of such provisions, as
may be determined by resolution of the Board of Directors.

Section2.  ELECTION AND TERM OF QFFICE. The officers of the Corporation
shall be elected annually by the Board of Directors at the first meeting of the Board of Directors
held after each annual meeting of Shareholders. If the election of officers shall not be held at
such meeting, such election shall be held as soon thereafter as conveniently may be. New offices
imay be created and filled at any meeting of the Board of Directors. Each officer shall hold office
until his successor shall have been duly elected and shall have qualified or until his death or until
he shall resign or shall have been removed in the manner hereinafter provided.

Section3. REMOVAL. Any officer or agent elected or appointed by the Board of
Directors may be removed by the Board of Directors whenever in its judgment the best interests
of the Corporation would be served thereby, but such removal shall be without prejudice to the
sontract rights, if any, of the person so removed.

Section 4. VACANCIES. If the office of any officer of the Corporation becomes
vacant because of death, resignation, removal, disqualification or for any other reason or if any
officer of the Corporation is unable to perform the duties of his office for any reason, the Board
of Directors may choose a successor who shalt replace such officer or the Board of Directors
may delegate the duties of any such vacant office to any other officer or to any Director of the
Corporation for the unexpired portion of the term.

.Section 5. THE CHAIRMAN OF THE BOARD. The Chairman of the Board of
Directors shall be the principal executive officer of the Corporation and shall preside at all
meetings of Shareholders and Directors. The Chairman shall possess the same power as the
President and may sign all certificates, contracts, and other instruments of the Corporation which
may be authorized by the Board of Directors except where by law the signature of the President
is required. During the absence or disability of the President, he shall exercise all the powers and
discharge all the duties of the President.

Section 6.  PRESIDENT. The President shall supervise and control the business and
affairs of thie Corporation. He shall preside at all meetings of the Shareholders and of the Board
of Directors in the absence of the Chairman of the Board of Directors. He may sign, with the
Secretary or Treasurer or any other proper officer thereunto authorized by the Board of

Directors, certificates for shares of the Corporation, any deeds, mortgages, bonds, contracts,or

other instruments which the Board of Directors have authorized to be executed, except in cases
where the signing and execution thereof shall be expressly delegated by the Board of Directors
or by these By-Laws to some other officer or agent of the Corporation, or shall be required by
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law to be otherwise signed or executed; and, in general, shall perform all dutics incident to the

office of President and such other duties as may be prescribed by the Board of Directors from =~~~

time to time. Unless the Board otherwise provides, the President, or any person designated in
writing by him, may (i) attend meetings of shareholders of other corporations to represent this
(Corporation and to vote or take action with respect to the shares of any such corporation owned
by this Corporation in such manner as he or his designee may determine, and (1i) execute and
dleliver waivers of notice and proxies for and in the name of the Corporation with respect to any
such shares owned by his Corporation.

Section 7. THE VICE-PRESIDENT. In the absence of the President or the Chairman
of the Board or in the event of inability or refusal to act by both, the Vice-President (or in the
event there be more than one Vice-President, the Vice-Presidents in the order of their election)
shall perform the duties of the President, and when so acting, shall have all the power of and be
subject to all the restrictions upon the President. Any Vice-President may sign, with the
Secretary or an Assistant Secretary, or with the Treasurer or an Assistant Treasurer, certificates
for shares of the Corporation; and shall perform such other duties as from time to time may be
assigned to him by the President or by the Board of Directors.

Section 8. THE TREASURER. If required by the Board of Directors, the Treasurer
shall give a bond for the faithful discharge of his duties in such sum and with such surety or
sureties as the Board of Directors shall determine, He shall: (2) have charge and custody of and
e responsible for all funds and securities of the Corporation from any source whatsoever, and
deposit all such monies in the name of the Corporation in such banks, trust companies or other
Jepositaries as shall be selected in accordance with the provisions of Article V1 of these By-
Laws; (b) in general, perform all the duties incident to the office of Treasurer and such other
Juties from time to time may be assigned to him by the President or by the Board of Directors.

: Sect:on 9. THE SECRETARY. The Secretary shall: (a) keep the minutes of the
Shareholders’ and of the Board of Directors’ mectmgs in one or more books provided for that
purpose; (b) see that all notices are duly given in accordance with the provisions of these By-
Laws or as required by law; (c) be custodian of the corporate records and of the seal of the
Corporation and see that the seal of the Corporation is affixed to all certificates for shares prior
to the issue thereof and to all documents, the execution of which on behalf of the Corporatlon
under its seal is duly authorized in accordance with the provisions of these By-Laws; (d) sign
with the President, or a Vice-President, certificates for shares of the Corporation, the issue of
which shall have been authorized by resolution of the Board of Directors;, (¢) in general, perform
all duties as from time to time may be assigned to him by the President or by the Board of
Directors.

Section 10.  ASSISTANT TREASURERS AND ASSISTANT SECRETARIES. The
Assistant Treasurers shall, respectively, if required by the Board of Directors, give bonds for the
faithful discharge of their duties in such sums and with such sureties as the Board of Directors
shall determine. Assistant Secretaries and Treasurers, as thereunto authorized by the Board of
Directors may sign with the President or a Vice-President certificates for shares of the
Corporation the issue of which shall have been authorized by a resolution of the Board of
Directors. The Assistant Treasurers and Assistant Secretaries, in general, shall perform such

8

DBO2/304018 6002/6952418.2



duties as shall be assigned to them by the Treasurer or the Secretary, respechvely, or by the
Prasident or the Board of Directors. . e

Section ti. SALARIES. The salaries of the officers shall be fixed from time to time
by the Board of Directors and no officer shall be prevented from receiving such salary by reason
of the fact that he is also a Director of the Corporation.

ARTICLE V - AGENTS AND ATTORNEYS

The Board of Directors may appoint such agents, attorneys, and attorneys-in-fact of the
Corporation as it may deem proper, and may, by written power of attorney, authorize such
agents, attorneys, or attorneys-in-fact, to represent it and for it and in its name, place and stead,
ard for its use and benefit to transact any and ali business which said Corporation is authorized
to transact or do by its Articles of Incorporation, and in its name, place and stead, and as its

corporate act and deed, to sign, acknowlcdge and execute any and all contracts and instruments,
in writing necessary or convenient in the transaction of such business as fully to all intents and
purposes as said Corporation might or could do if it acted by and through its regularly elected
and qualified officers.

ARTICLE VI - CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section 1. CONTRACTS. The Board of Directors may authorize any officer or
o:Ticers, agent or agents, to enter into any contract or execute and deliver any instrument in the
nime of and on behalf of the Corporation, and such authority may be general or confined to
specific instances.

Section 2. LOANS. No loans shall be contracted on behalf of the Corporation and no
evidences of indebtedness shall be issued in its name unless authorized by a resolution of the
Board of Directors. Such authority may be general or confined to specific instances.

Section 3. CHECKS, DRAFTS, ETC. All checks, drafts, or other orders for the
payment of money, notes or other evidences of indebtedness issued in the name of the
Coorporation, shall be signed by such officer of officers, agent or agents of the Corporation and in
siich manner as shall from time to time be determined by resolution of the Board of Directors.

Section 4. DEPOSITS. All funds of the Corporation not otherwise employed shall be
deposited from time to time to the credit of the Corporation in such banks, trust companies or
other depositarics as the Board of Directors may select.

ARTICLE VH - CERTIFICATES FOR SHARES AND THEIR TRANSFER

Section 1.  CERTIFICATES FOR SHARES. Certificates representing shares of the
Corporation shall be in such form as may be determined by the Board of Directors. Such
certificates shall be signed; manually or by facsimile, if such certificates be signed by the transfer
agent and registrar, by the President or Vice-President and by the Secretary, Treasurer or an
Assistant Secretary or Treasurer, and shall be sealed with the seal of the Corporation or facsimile
thereof. All certificates for shares shall be consecutively numbered. The name of the person
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owning the shares represented thereby with the number of shares and date of issue shall be
entered on the books of the Corporation. All certificates surrendered to the Corporation for
transfer shall be cancelled and no new certificate shall be issued until the former certificate for a
like: number of shares shall have been surrendered and cancelled, except that in case of a lost,
destroyed or mutilated certificate a new one may be issued therefor upon such terms and
indemnity to the Corporation as the Board of Directors may prescribe.

Section2.  TRANSFERS OF SHARES ~ TRANSFER AGENT - REGISTRAR.
Trunsfers of shares of stock shall be made on the stock record or transfer books of the
Corporation only by the person named in the stock certificate, or by his attorney lawfully
constituted in writing, and upon surrender of the certificate therefor. The stock record book and
other transfer records shall be in the possession of the Secretary or of a transfer agent or transfer
clerk for the Corporation. The Corporation, by resolution of the Board, may from time to time
appoint a transfer agent or transfer clerk, and, if desired, a registrar, under such arrangements and
upon such terms and conditions as the Board deems advisable, but until and unless the Board
appoints some other person, firm or corporation as its transfer agent or transfer clerk (and upon
the: revocation of any such appointment, thereafter until a new appointment is similarly made)
the Secretary of the Corporation shall be the transfer agent or transfer clerk of the Corporation
without the necessity of any formal action of the Board, and the Secretary, or any person
designated by him, shall perform all or the duties thereof.

Section 3. TREASURY STOCK. All issued and outstanding stock of the
Corporation that may be purchased or otherwise acquired by the Corporation shall be treasury
stock, and shall be subject to disposal by action of the Board of Directors. Such stock shali
neither vote nor participate in dividends while held by the Corporation.

Section 4. CLOSING OF TRANSFER BOOKS OR FIXING OF RECORD DATE.
The Board of Directors of the Corporation may close its stock transfer books for a period not
exceeding fifty (50) days preceding the date of any meeting of Sharcholders, or the date for the
payment of any dividend or for the allotment of rights or the date when any change or conversion
o- exchange of shares shall be effective; or, in licu thereof, may fix in advance a date, not
exceeding fifty (50) days preceding the date of any dividend or for the allotment of rights, or to
the date when any change or reconversion or exchange of shares shall be effective, as the record
date for determination of Shareholders entitled to notice of, or to vote at, such meeting, or
Shareholders entitled to receive payment of any such dividend or to receive any such allotment
of rights, or to exercise rights in respect of any such change, conversion or exchange of shares;
and the Shareholders of record on such date of closing the transfer books, or on the record date
s fixed, shall be the Shareholders entitled to notice of and to vote at, such meeting, or fo receive
payment of such dividend, or to receive such allotment of rights, or to exercise such rights, as the
case may be. If the Board of Directors shall not have closed the transfer books or set a record
¢ate for the determination of its Shareholders entitled to vote or of any other Shareholder rights,
the date on which notice of the meeting is mailed or the date such dividend is declared or other
right announced; as the case may be; shall be the record date for such determination of
Sihareholders so entitled to vote.
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ARTICLE VIII - FISCAL YEAR
“The fiscal year of the Corporation will begin on the first day of May in each year starting

in 1985 and end on the last day of April in each year.
ARTICLE IX - DIVIDENDS

The Board of Directors may from time to time, declare, and the Corporation may pay,
dividends on its outstanding shares in the manner and upon the terms and conditions provided by
law and its Articles of Incorporation.

ARTICLE X - SEAL

The Corporation shall have a corporate seal which shall have inscribed around the
sircumference thereof “TOROTEL, INC., Missouri,” and elsewhere thereon shall bear the words
“Corporate Seal.” The corporate seal may be affixed by impression or may be by facsimile.

ARTICLE XI - WAIVER OF NOTICE

Whenever any notice whatever is required to be given under the provisions of these By-
Laws or under the provisions of the Articles of Incorporation or under the provisions of The
General and Business Corporation Law of Missouri, waiver thereof in writing, signed by the
person or persons entitled to such notice, whether before or after the time stated therein, shall be
deemed equivalent to the giving of such notjce. '

ARTICLE XII - INDEMNIFICATION OF QFFICERS, DIRECTORS AND OTHERS

The Corporation will indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or proceeding whether civil,
criminal, administrative or investigative, other than an action by or in the right of the
Corporation, by reason of the fact that he is or was serving at the request of the Corporation as a
Director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise, against expenses, including attorney’s fees, judgments, fines and amounts paid
in setttement actually and reasonably incurred by him in connection with such action, suit, or
proceeding if he acted in good faith and in a manner he reasonably believed to be in or not
opposed to the best interests of the Corporation, and, with respeet to any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful. The determination of
any action, suit, or proceeding by judgment, order, settlement, conviction or upon a-piea of nolo
contendere or its equivalént, shall not of itself create a presumption that the person did not act in
good faith and in a manner which he reasonably believed to be in or not opposed to the best
interests of the Corporation, and, with respect to any criminal action or proceeding, had
reasonable cause to believe that his conduct was unlawful.

The Corporation will indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action or suit by or in the right of the
Corporation to procure a judgment in its favor by reason of the fact that he is or was a Director,
officer, employee or agent of the Corporation, or is or was serving at the request of the
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Corporation as a Director, officer, employee or agent of another corporation, partnership, joint
venture, trust or other enterprise against expenses, including attomey’s fees, actually and
rezsonably incurred by him in connection with the defense or settlement of the action or suit if he
acted in good faith and in a manner he reasonably believed to be in or not opposed to the best
interests of the Corporation; provided, however, that no indemnification shall be made in respect
of any claim, issue or mattér as to which such person shall have been adjudged to be liable for
negligence or misconduct in the performance of this duty to the Corporation unless and only to
the extent that the court in which the action or suit was brought determines upon application that
, despite the adjudication of liability and in view of all the circumstances of the case, the person
is fairly and reasonably entitled to indemnity for such expenses which the court shall deem

proper.

To the extent that a Director, officer, employee or agent of the Corporation has been
successful on the merits or otherwise in defense of any action, suit or proceeding referred to
atove, or in defense of any claim, issue or matter therein, he shall be indemnified against
expenses, including atiorney’s fees, actually and reasonably incurred by him in connection with
the action, suit or proceeding:

Any indemnification under either of the first two paragraphs of this Section, unless
ordered by a court, shall be made by the Corporation only as authorized in the specific case upon
a determination that indemnification of the Director, officer, employee or agent is proper in the
circumstances because he has met the applicable standard of conduct set forth in the appropriate
statutes of the State of Missouri. Such determination shall be made by the Board of Directors of
the Corporation by a majority vote of a quorum of Directors who were not parties to the action,
suit; or proceeding, or, if such a quorum is not obtainable, or , even if obtainable, a quorum of
disinterested Directors so directs, by independent legal counsel in a written opinion, or by the
Shareholders of the Corporation.

Expenses incurred in defending a civil or criminal action, suit or proceeding may be paid
by the Corporation in advance of the final disposition of the action, suit, or proceeding as
authorized by the Board of Directors in the specific case upon receipt of an undertaking by or on
behalf of the Director, officer, employee or agent to repay such amount unless it shall ultimately
te determined that he is entitled to be indemnified by the Corporation.

"The indemnification provided by this-Section shall not be deemed exclusive of any other
rights to which those seeking indemnification may be entitled under any By-Law, agreement,
vote of Shareholders or disinterested Directors or otherwise, both as to action in his official
capacity and as to action in another capacity while holding such office, and shall continue as to a
person who has ceased to be a Director, officer, employee or agent and shall inure to the benefit
of the heirs, executors and administrators of such person.

The Corporation may purchase and maintain insurance on behalf of any person who is or
was a Director, officer, employee or agent of the Corporation, oris or was serving at the request
of the Corporation as a Director, officer, employee or agent of another corporation, partnership,
join venture, trust or other enterprise against any liability asserted against him and incurred by
him in any such capacity, or arising out of his status as such, whether or not the Corporation
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would have the power to indemnify him against such liability under the provisions of this

Section: - S e e i

ARTICLE XIII - AMENDMENTS

 These By-Laws may be altered, amended or repealed and new By-Laws may be adopted
by the affirmative vote of two-thirds of the Corporation’s Shareholders at any annual meeting of
the Shareholders or at any special meeting of the Shareholders called for that purpose or by the
Board of Directors; provided, however, that the power of the Directors to alter, amend, suspend
cr repeal the By-Laws or ‘any portion thereof may be denied as to any By-Laws or portion
taereof enacted by the Shareholders if at the time of such enactment the Shareholders shall so
expressly provide. :
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Missouri Statutes
3 Missouri Statutes
] TITLE XXIil CORPORATIONS, ASSOCIATIONS AND PARTNERSHIPS- - - - - - -0 o
£33 Chapter 351 GENERAL AND BUSINESS CORPORATIONS
-Ca DIRECTORS, OFFICERS AND AGENTS

P - - sk et

351.315. Nﬁmber of directors, how elected, how removed. —

1. A board of directors shall consist of one or more individuals with the
number specified or fixed in accordance with the articles of incorporation
or bylaws. Any corporation may elect its directors for one or more years,
not to exceed three years, the time of service and mode of classification
to be provided for by the articles of incorporation or the bylaws of the
corporation; but, there shall be an annual election for such number or
proportion of directors as may be found upon dividing the entire number of
directors by the number of years composing a term. At the first annual
meeting of shareholders and at each annual meeting thereafter the
shareholders entitled to vote shall elect directors to hold office until
the next succeeding annual meeting, except as herein provided. Each
director shall hold office for the term for which he is elected or until
his successor shall have been elected and qualified.

2. The articles of incorporation may confer upon holders of any class
or series of stock the right to elect one or more directors. who shal}l
serve for such term and shall have such voting powers as shall be stated
in the articles of incorporation. The terms of office and voting powers
of the directors elected in the manner so provided in the articles of
incorporation may be greater than or less than those of any other
director or class of directors. If the articles of incorporation provide
thiat directors elected by the holders of a class or series of stock shall
have more or less than one vote per director on any matter, every
reference in this chapter to a majority or other proportion of directors
shall.refer to a majority or other proportion of the votes such directors
are entitled to cast.

3. At a meeting called expressly for that.purpose, directors may be
removed in the manner provided in this section. Such meeting shall be held
at the registered office or principal business office of the corporation in
this state ot in the city or county in this state in which the principal
business office of the corporation is located. Unless the articles of
incorporation or the bylaws provide otherwise, one or more directors or the
entire board of directors may be removed, with or without cause, by a vote,
of the holders of a majority of the shares then entitled to vote at an
election of directors. If the articles of incorporation or bylaws provide
for cumulative voting in the election of directors, if less than the entire
board is to be removed, no one of the directors may be removed if the votes

cast against such director's removal would be sufficient to elect such
director if then cumulatively voted at an election of the entire board of
directors, or, if there be classes of directors, at an election of the
class of directors of which such director is a part. Whenever the holders
of the shares of any class are entitled to elect one or more directors by
the provisions of the articles of incorporation, the provisions of this
section shall apply, in respect of the removal of a director or directors
so elected, to the vote of the holders of the outstanding shares of that
class and not to the vote of the outstanding shares as a whole.

(RSMo 1939 § 5346, A.L. 1943 p. 410 § 37, A.L. 1965 p. 532, A.L. 1975 S.B.
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Current as of Juf 13, 2006.
17 CFR 240.14a-8 Shareholder proposals,

This section addresses when a company must include a shareholder's proposat 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 to have your shareholder proposal inciuded 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
drcumstznces, the company Is permitted to exclude your propoesal, but only after submitting its reasons to the
Comsniss‘on. We structured this section in a question-and-answer format so that it is easler to understand. The
references to “you” are to a shareholder seeking to submit the proposal.

(a) Quesiion 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
shareholders to specify by boxes a choice between approval or disapproval, or abstentlon. 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 I demonstrate to the company that I am eligible? (1)
In order to be eliglble to submit a proposal, you must have continucusly held at least $2,000 in market value, or 1%,
of the campany'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 securitles through the date of the meeting.

(2) If you are the reglstered 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 te continue to hold the securities through the date of the meeting
of shareholders. However, if [tke many shareholders 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

(i) The second way to prove ownershlp applies only If you have filed a Schedule 13D (§240.13d-101), Schedule 13G
(6240.13d-102}, Form 3 (§249.103 of this chapter), Form 4 {§249.104 of this chapter) andfor Form 5 (§249.105 of
this chapter), 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 eligibllity period beglns. 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 subsequent 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 spedial 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.

{d) Question 4: How long can my proposal be? The proposal, mcluding any accompanying supporting statement, may
not exceed 500 words.

(e) 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 deadiine 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 thls 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 (§249.208a of this chapter) or 10-QSB (§249.308b of this chapter), or in shareholder reports of Investment
companies under §270.30d-1 of this chapter of the Investment Company Act of 1940. In order to avoid controversy,
shareholders should submit their proposals by means, including efectronic means, that permit them to prove the date

of delivery.

{2) The deadline Is calculated in the foliowing manner if the proposal Is submitted for a regularly scheduled annual
meeting. The proposal must be received at the company’s prindpal executive offices not less than 120 calendar days
before thz date of the company's proxy statement released to shareholders in connectfon 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 anual meeting has been changed by more than 30 days from the date of the previous year's meeting, then the
deadiine Is a reasonable time before the company begins to print and mall its proxy materals,

(3) If you are submitting your proposal for a meeting of shareholders other than a regularly scheduled annual meeting,
the deadline is a reasonable time before the company begins to print and mail its proxy materlals.

(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) 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 recelving your proposal, the
company must notify you in writing of any procedural or eligibility deficiencles, 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 deficlency if the deficlency
cannot be remedied, such as if you fall 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 §240.142-8 and provide you
with a copy under Question 10 below, §240.14a-8(}).

(2) If you fall in your promise to hold the required number of securities through the date of the meeting of
shareholclers, then the company will be permitted to exclude all of your proposals from its proxy materials for any
meeting 1eld in the following two calendar years.

{9) Quesiion 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.

(h) Quesrion 8: Must | appear personally at the shareholders' meeting to present the proposal? (1} 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 ptace, you should make sure that you, or your representative, follow the proper state law procedures for
attending the meeting and/or presenting your proposat.

(2) If the company holds its shareholder meeting In whole or In part via electronic media, and the company permits
you oF 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.

(3) If you or your gqualified 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
c_aiendar years.

(i) Question 9: If I have complied with the procedural requirements, on what other bases may a company rely to
exclude my proposal? (1) 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 erganization;

Note 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 unless the company
demonstrates otherwise.

(2) Violation of law: If the propaosal would, if implemented, cause the company to violate any state, federal, or foreign
law to which it is subject;



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

(3) Violation of proxy rules: If the proposal or supporﬁﬁg sfatéri\erif_is: conbmry -tblany“of the Commission's proxy o
rules, induding §240.14a-9, which prohibits materially false or misleading statements in proxy soliciting materials;

(4) Personal grievance; special interest: 1f the proposal relates to the redress of a personal dalm or grevance 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 ether shareholders at large;

(S) Relevance: If the proposal refates te operations which account for less than 5 percent of the company’s total
assets zt the end of its most recent fiscal year, and for Jess than 5 percent of its net earnings and gross sales for its
most rezent fiscal year, and Is not otherwise significantly related to the company’'s business;

{6} Absence of power/aumorfty:' If the company would lack the power or authority to implement the proposal;

(7) Management functiens: If the proposal deals with a matter relating to the company's ordinary business
operaticns;

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

{9) Conficts with company's proposal: If the proposal directly conflicts with one of the company's own proposals to
be submitted to sharehoiders at the same meeting;

Note to paragraph (1)(9): A company's submission to the Commission under this sectlon should specify the points of
conflict with the company's proposal.

(10) Suistantially implemented: If the company has already substantially implemented the proposal;

(11) Duplication: If the proposal 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;

{12) Resubmissions: If the proposal deals with substantially the same subject matter as ancther 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 recelved:

(1) Less than 3% of the vote If proposed once within the preceding S calendar years;

()i} Less than 6% of the vote on its last submission to shareholders if proposed twice previously within the preceding 5
calendar years; or

(lil) Les; 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

(13) Spedific 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 exdude my proposal? (1) if the company
Intends to exclude a proposal from its proxy materals, it must file its reasons with the Commisslon ne 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 submisslon. The Commission staff may permit the company to make-its
submis<lon later than B0 days before the-company files its definitive proxy statement and form of proxy, if the
company demonstrates good cause for missing the deadline.

(2) The company must file six paper copies of the following:

(i) The proposal;



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

(ifl) A supporting oplinion of counéél when such reasons are based on matters of state or"forelgn law.
(k) Question 11: May 1 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
responsa2.

() Question 12: 1f the company incudes my shareholder proposal in its proxy materials, what information about me
must It Include along with the proposal itself?

{1) The company's proxy statement must Include your name and address, as well as the number of the company's
voting securitles 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,

(2} The company i5 not responsible for the contents of your proposal or supporting statement.

(tn) Question 13: What can 1 do if the company includes In its proxy statement reasons why it believes shareholders
should not vote in favor of my proposal, and 1 disagree with some of its statements?

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

(2) Hovrever, if you believe that the company's opposition to your proposal contains materially false or misleading
statemaonts that may violate our anti-fraud rule, §2490.14a-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 axtent possible, your tetter should include specific factual information demonstrating the
Inaccuracy of the company's claims. Time permitting, you may wish to 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 malls its proxy
‘materizls, so that you may bring to ocur attention any materially false or misleading statements, under the following
timefranes:

(i} 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 materials, then the company must provide you with a copy of its
opposition statements no later than S calendar days after the company receives a copy of your revised proposal; or

(1)) In all-other cases, the company must provide you with a copy of its opposition statements no later than 30
calendar days before its flles definitive copies of Its proxy statement and form of proxy under §240.14a-6.

[63 FR 29119, May 28, 1998; 63 FR 50622, 50623, Sept. 22, 1998]
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1J.S. Securities and Exchange Commission

100 F.-Street, N.E.
‘Washington, D.C. 20549

Re:  Shareholder Proposal of Basil P. Caloyeras

Torotel, Inc.

Dear Ladies and Gentlemen:

DAVID E. SHAY

STEPHEN M. RYLE'
RACHEL H. BAKER
TIMOTHY J. FISHER

ROD L. EISENHAUER
JOHN M. NEYENS

KARLA KERSCHEM SHEPARD
HEATHER A. JONES

JOHN R. WALTER

JAMES R. LLOYD X
KATHERINE A. ZOGLEMAN
RYAN E. SCOTY

LARA M. OWENS

JASON J. TUPMAN
KATHARINE E. MILBERGER

LYNNE C. KAISER

ROBERT .J. MANN

H. BOONE PORTER I

ANDREA GOULD McCARTHY
OF COUNSEL

WILLIAM J, BURRELL
19211994

ran paen
11 Sid 5602

N1 0t

TINBLRAL g raeg s

The ﬁndersigned serves as counsel for Basil P. Caloyeras (“Proponent”), who submitted,

on July 21, 2006, a shareholder proposal (the “Proposal”) to be voted on at the 2006 Annual
Meeting of Shareholders of Torotel, Inc. (the “Company”). By letter dated August 2, 2006,
Stinson Morrison Hecker LLP notified the Office of Chief Counsel on behalf of the Company, of
the Company's intention to omit the Proposal from its proxy statement and form of proxy for its
2006 Annual Meeting. That letter sought the concurrence of the Staff of the Diviston of
Corporate Finance of the Securities and Exchange Commission with the view that the Proposal is
excludable from the proxy statement and form of proxy for the 2006 Annual Meeting.

Proponent will, as permitted by 17 CFR 240.14a-8(k), promptly submit a statement to the
Office of the Chief Counsel, responding to the Company’s arguments and showing why the
Proposal is not excludable by the Company. Prior to the submission of that statement, however,
Proponent would make several comments regarding the Proposal and the response of the
Company.
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two siblings each are the beneficial owners of 998,067 shares, of which Mr. Caloyeras and his
siblings share beneficial ownership with respect to 228,400 shares, which are held by a limited
liability company. Therefore, as a group, Mr. Caloyeras and his two siblings beneficially own
2,537,400 shares of the Company’s stock, which, prior to July 31, 2006, constituted 49.6% of the
5,111,590 shares then outstanding.

Page 2
First, Proponent is the beneficial owner of 998,066 shares of stock of the Company. His

Second, in preparation for the 2005 Annual Meeting of Shareholders, proxies were given
to the Proponent, as stated in the Form 8-K, filed by the Company on September 21, 2005,
granting the Proponent voting power of a majority of the issued and outstanding shares of stock
| ofthe Company. '

Third, the Company did not hold an Annual Meeting of Shareholders in 2005. There was
no quorum present at the meeting, and consequently, it could not be called to order. No annual
meeting of Shareholders has been held since 2004, and in the intervening time period, the Board
of Directors has taken the actions outlined in the Proposal, which are contrary to the best
interests of the Company and its shareholders and which are sought to be remedied through
adoption of the Proposal.

Finally, effective July 31, 2006, the Company entered into an employment agreement
, with Benjamin Ames, whereby Mr. Ames was employed as Executive Vice President of the
| Company and received a grant of 200,000 restricted shares of the Company’s common stock.
Pursuant to the grant, Mr. Ames has full voting power for all the 200,000 shares as of the date of
the grant. Upon inquiry, counsel for Proponent was informed that Mr. Ames 1s a “marketing
executive”. The grant to Mr. Ames increases the number of outstanding and issued shares of
stock of the Company, to 5,311,590, thereby diluting the ownership interest of Praponent and his
family, and increasing the number of shares that are required in order for Proponent to receive
oroxies for a majority of the shares of the Company.

It is Proponent’s belief that the grant of restricted shares to Mr. Ames was an excessive
amount, set at that amount to dilute the holdings and interests of the Proponent, his family and
those who may choose to give proxies to the Proponent for the 2006 Annual Meeting of
Shareholders of the Company. The excessive nature of the grant is particularly clear in light of
the fact that the beneficial share ownership of the officers and directors of the Company, other
than Mr. Ames, are as follows:

Dale H. Sizemore, Jr., Chairman, President, CEO 214,779
Richard A. Sizemore, Director 264,995
H. James Serrone, Vice President, Finance, Director 6,916
Anthony L. Lewis, Director -0-
Stephen K. Swinton, Director -0-
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In Proponent’s response to the Company’s letter of August 2, 2006, we will provide our
position with regard to the legal issues raised by the Company. However, the actions of the
Board of Directors of the Company over the past two years have been directed at entrenching
nanagement of the Company and defeating the efforts to enhance shareholder value made by
those who had been, prior to the recent actions of the Board, the holders of a majority of the
shares of the Company’s stock. The Proponent believes that the Proposal is necessary to allow
the shareholders to properly exercise their rights and protect their interests.

Very truly yours,

SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C/’.-

/Q .

Robert C. Levy

'.RCL:jh

tc:  Victoria R. Westerhaus, Esq.
H. James Serrone
Basil P. Caloyeras
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Re:  Shareholder Proposal of Basil P. Caloyeras

RIERY

Dear Ladies and Gentlemen:

As counsel to Basil P. Caloyeras (“Caloyeras”), we submit this letter on our client’s
behalf in response to the August 2, 2006 letter from Torotel, Inc. (the “Company”) requesting
that the Division of Corporation Finance (the “Staff’) of the Securities and Exchange
Commission (“SEC”) conclude that no enforcement action will be recommended if the Company
omits the Caloyeras sharcholder proposal (the “Proposal”) from the Company’s proxy materials.
In its letter to the Staff, the Corupany asks the Staff to concur with its reasoning for excluding the
Proposal from the Company’s proxy materials on grounds that the Proposal violates: (1) Rule
14a-8(c), in that the Proposal contains multiple sharcholder proposals; (2) Rule 14a-8(¢), in that
the Proposal was not submitted in a timely manner; (3) Rule 14a-4, in that the Proposal violates
certain anti-bundling requirements; and (4) Rule 14a-9, in that the Propesal’s supporting
statement is false and misleading.

As is more fully explained below, we disagree with the Company’s assertions and legal
conclusions. Therefore, we respectfully submit that the Company’s request for no-action relief
be denied. In.support of our submission, we assert that: (1) All elements of the Proposal are
closely related and essential to a single, well-defined unifying concept and therefore do not
constitute multiple proposals; (2) The Proposal was submitted in a timely manner; (3) The
Proposal does not violate the anti-bundling requirements of Rule 14a-4; and (4) Staff Legal
Bulletin No. 14B (CF) specifically provides it is not appropriate for compantes to exclude
supporting statement language and/or an entire proposal in reliance on Rule 14a-8(1)(3) in four
circumstances, including statements of opinion.
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For the purpose of maintaining uniformity with the Company’s no-action request letter,
when “Rule” is referenced in this letter, it shall mean a rule under Regulation 14A promulgated -
under the Securities Exchange Act of 1934, as amended. )

1. The Proposal Is a Single Proposal ir Accordance with Rule 14a-8(c) and SEC
Release No. 34-12999 (November 22, 1976).

Rule 14a-8(c) pemits each shareholder of a company to submit one shareholder proposal
for consideration at a particular shareholder’s meeting. The Staff has stated that Rule 14a-8(c)
was not intended to prevent single proposals with multiple elements from being included in
proxy materials. Moreover, the Staff has consistently stated that a proposal containing multiple
elements will be considered a single proposal under Rule 14a-8(c) when all elements relate to a
single issue. SEC Release No. 34-12999 (November 22, 1976) (A single proposal made up of
several components does not constitute more than one proposal if the components “are closely
related and essential to a single well-defined unifying concept.”). The Proposal submitted by
Caloyeras had at its single purpose to remedy the recent actions of the Board of Directors of the
Company, in which it acted to entrench itseif and obtain excessive control over the Company’s
decision making and resources at the expense of the Company and its shareholders.

The Company asserts that the July 5, 2005 notice, as submitted to the Company on July
21, 2006, is a mere “bundling and revision of the proposals in the July 5" Proposal Letter.” The
Company further suggests the Proposal consists of a “single resolution proposing two distinct
amendments to the company’s Articles of Incorporation.”

A portion of the July 5™ letter referenced by the Company is copied below for your
onvenience:

i Eliminate the staggered terms of the Board of Directors, effective immediately.
All terms of all directors will expire at the annual meeting on September 18,
2006; and

2. No amendment to Torotel’'s Bylaws may be made without the approval of a

majority of the shareholders of Torotel.

On receipt of the July. 5, 2006 letter, the Company, on July 18, 2006, responded with a
notification of deficiency, which it sent to Caloyeras, as required by Rule 14a-8(f). In response,
Caloyeras submitted the Proposal on July 21, 2006 (1) in accordance with the Company’s
direction and pursuant to the Bylaws of the Company, which were amended and restated on June
30, 2006, after the submission of the July 5™ letter and presumably in response to that letter, (2)

in compliance with Rule 14a-8(c); and (3) pursuant to SEC Release No. 34-12999 (November
22, 1976).
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The July 21, 2006 Proposal is copied below:

RESOLVED, that the shareholders of Torotel, Inc. (“Corporation”) approve amending
Articles Six and Nine of the Corporation’s Articles of Incorporation to remove certain provisions
of the Corporation’s Bylaws that unduly restrict shareholder rights and decrease shareholder
value as follows:

Article Six:

“The number of Directors is five. Directors shall be elected by Shareholders
holding not less than 50% of outstanding shares at each annual meeting of
Shareholders, but if such annual meeting is not held or Directors are not elected
thereat, Directors may be elected at a special meeting of Sharcholders. Directors
shall hold office until the next annual meeting and until their successors are
elected and qualified. The declassification effectuated by this provision shall not
affect unexpired terms of Directors previously elected.” ¢

Article Nine:
“Only a majority of Shareholders may make, alter, amend, suspend or repeal the
Bylaws. With respect to the Bylaws currently in effect, each of the following
provisions is hereby revoked in its entirety: Article 11, Sections 13, 14, and 15;
Article TII, Sections 2, 8, and 10; and Article XIII. Article II, Section 2 shall be
amended to read that a special meeting of Shareholders may be called by the
President, Board of Directors or Shareholder holding not less than 15% of
outstanding shares of the Corporation.”

The Company suggests that a plain reading of the Proposal evidences “no single, unifying
concept among the various proposals contained.” Further, the Company requests the Staff to
find that the Proposal is a mere “bundling and revision of the proposals in the July 5" Proposal
Letter.” According to the Company, the Proposal consists of a “single resolution proposing two
distinct amendments to the company’s Articles of Incorporation.” In support thereof, the
Company cites to certain SEC no-action letters , wherein the Staff determined the proposals
consisted of multiple components/elements inconsistent with a single well-defined concept.
Contrary to the Company’s assertions, however, these letters are unmistakably distinguishable
from the issues here. . . . : : - - -

We submit that the Proposal was to remedy the recent actions of the Board of Director to
entrench themselves and obtain excessive control over the Company’s decision making and
resources at the expense of the Company and its shareholders. As such, the Proposal is one
proposal, because it contains a single well-defined concept not present in the proposals noted by
the Company. In the following letters, the Staff concluded that each proposal consisting of
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multiple elements was one proposal, that each element was logically necessary to achieve the
purpose and/or goals of such proposal, and therefore, constituted one proposal with a single,
unifying concept:

1)

2)

3)

4)

Quality Systems, Inc. (June 9, 1939) (Five subcomponents all related to creating a
more independent board of directors. The Staff concluded the proposal was a single
proposal under Rule 14a-8(c), because all five elements related to the creation of an
independent board of directors. The proposal sought shareholder approval to amend
the bylaws to include the following: (1) at least seventy-five percent (75%) of the
directors on the board be independent directors; (2) the independent directors of the
board meet in executive session, separately from the other directors, at the end of
each meeting of the board to discuss such matters as they deem appropriate: (3) the
independent directors shall elect the chairman of the board; (4) the chairman of the
board be required to be an independent director; and (5) a nominating committee be
established),

AT & T (April 10, 2002) (Five subcomponents; including that when sharcholder
approval for any future restructuring results in the creation of a new corporation,
sharchoiders will vote separately on whether the corporation will (1) have a classified
board of directors; (2) eliminate the right of shareholders to act by written consent or
impose a requirement that a larger number of consents be delivered than required
under state law; (3) eliminate the right to call a special meeting or impose a
requirement that a larger percentage of shareholders demand such a meeting than
required by state law; (4) require approvat of more than a majority of shareholders to
amend some or all provisions of the charter; and (5) require approval of more than a
majority of shareholders to amend some or all bylaws. See Section 3 of our letter
herein);

Westinghouse Electric (January 27, 1995) (Three subcomponents: (1) that a
majority of GE's Board of Directors be required to consist of "independent” directors;
(2) that the Board appoint a commiltee consisting of the current independent directors
to oversee implementation of the first proposal; and (3) that the Board submit to a
shareholder vote “as a separate proposal” and “future action” to modify the first or
second proposals);

Ferrofluidics Corp. (September 18, 1992)-(Proposal upheld where all elements were ~ "~

related to base pay and warrants granted to executives).

Notably, the foregoing proposals contained multiple subcomponents distinctly related to

one single, unified concept and, therefore, one proposal. The compendium of cases on the 1ssue
here favors a similar conclusion with respect to the Proposal submitted by Caloyeras. The
Proposal is one course of action with a singular purpose — a response to the current Board of
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Diirector’s distinct actions to entrench the Board with power to obtain excessive control over the
Company’s decision making and resources, all designed to limit the ability of the Company’s
shareholders to undertake corporate actions.

For the foregoing reasons, the Company’s argument that the Proposal constitutes multiple
proposals should be rejected. '

bl

2 The Proposal Is Not Excludable as Untimely Pursuant to Rule 14a-8(e}(2).

The Company seeks to exclude the Proposal submitted by Caloyeras contending the
Proposal was untimely and excludable in reliance on Rule 14a-8(e) (2). For the reasons that
follow, we request that the Staff recommend enforcement action if the Company omits the
Proposal from its proxy materials in reliance on Rule 14a-8(¢)(2).

Rule 14a-8(e)(2) provides that, in order to meet the deadline for submitting proposals, a
shareholder 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. Further, Rule 14a-8(e}(2) provides an
exception to this timing requirement. If the annual meeting was not held the previous year, or
the date of the annual meeting has been changed by more than 30 days from the date of the
previous year's meeting, the deadline for submitting a proposal is a reasonable time before the
company begins to print and mail its proxy matenals.

The Proposal should be excepted from the 120-day rule requirement, because the 2005
annual meeting of the Company was not held. The meeting was called to order, opening remarks
were made by the Chairman of the meeting, the directors and officers were introduced, and there
was proof of notice of the meeting and a report on quorum (according to the Agenda of the
Annual Meeting of Shareholders dated Monday, September 19, 2005). Immediately thereafter,
however, the Chairman declared Caloyeras and the holders of proxies representing a majority of
the issued and outstanding shares out of order, when they attempted to submit matters for
consideration by the shareholders. In response, Caloyeras and his family announced they were

not submitting their votes (nor any proxies that they were holding) and a quorum would not be
present.

Under Missouri Jaw, a quorum must be present for any action taken at a meeting to
constitute a valid action of shareholders. Mo. Rev. Stat. § 351.265 (1996). -Because no quorum-
was present, no business was transacted at what the Company contends was an annual meeting of
the shareholders on September 19, 2005. A valid meeting, particularly important for publicly
held companies to competently govern under the guidelines of the Sarbanes-Oxley Act, requires
far more than merely calling a meeting to order and iniroducing directors and officers.
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The Staff’s Legal Bulletin No. 14 provides guidance on Rule 14a-8, by stating that this
Rule is an avenue for shareholders and companies to communicate and “generally requires
companies to include the proposal unless the shareholder has not complied with the Rule’s
procedural requirements.” Consistent with the StafP’s interpretation and application of Rule 14a-
8, any conclusion that 2 Company’s annual meeting took place on September 19, 2005 would
clevate form over substance. Although confusion may have taken place on September 19, 2005,
any confusion among those present does not translate into a duly held meeting where any
business was transacted. Therefore, the September 19, 2005 “meeting” should not be considered
as to exclude the timely submitted Proposal.

We also note that no shareholder meeting was held in 2004, meaning no shareholder
meeting has been held since September 2003. In addition to evidencing bad corporate
governance generally, we believe this is consistent with the Company’s aim to limit shareholder
participation in corporate governance.

The Proposal was submitted within a “reasonable time” and before the Company began
“printing and mailing” its proxy materials. The Proposal was originally submitted to the
Company on July 21, 2006. The Company has informed us that it expects to mail its proxy
materials in mid-August (for purposes of this response, we assume a date of August 15, 2006).
Based on this premise, the Proposal was sent 41 days before the Company planned to print and
mail its proxy materials.

In determining whether a proposal is made within a reasonable time, the fundamental
consideration is whether at the time the proposal is submitted, it affords the company reasonable
time to consider the proposal without causing excessive delay in the distribution of proxy
materials to its shareholders. Jefferson-Pilot Corporation (January 30, 2006); Greyhound Lines,
Inc. (January 8, 1999). In Jefferson-Pilot, the company was holding a special meeting.
Rule 14a-8 (e) (3) states that a shareholder proposal submitted for a meeting other than a
regularly scheduled annual meeting should be submitted, “a reasonable time before the company
begins to print and mail its proxy materials,” the same deadline imposed when an annual meeting
was not held the previous year. The proponent of the proposal in Jefferson-Pilot submitied the
proposal to the company on January 17, 2006, only 22 days before the company planned to print
and mail its proxy materials. In this instance, the Staff found some basis for Jefferson-Pilot’s
view that the proposal was not timely submitted in accord with Rule 14a-8(e)(3).

A The decision in Jefferson Pilot should. be contrasted with-the decision regarding the no-
action letter in U.S. Liquids, Inc. (April 3, 2002). In U.S. Liquids, the date of the annual meeting
was changed from July 10, 2001 to May 14, 2002, triggering the reasonable time requirements in
Rule 14a-8(¢)(2). A proposal dated March 5, 2002 was received by the company on March 11,
2002 and the company planned to print and mail its proxy materials approximately on Apnl 12,
2002. Therefore the company had approximately 32 days from the date the proposal was
received (March 11, 2002) to the date the company planned on printing and mailing its proxy
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materials (April 12, 2002). The Staff determined that the proposal should be included under
Rule 14a-8 (e)(2).

In Avaya, Inc. (December 4, 2001) the company did not hold an annual meeting because
of a stock split off from Lucent Technologies. The proposal was received by Avaya on October
1, 2001, 31 days after the August 31, 2001 deadline the company disclosed in its Quarterly
Report on Form 10-Q. However, the proposal was received 99 days before the company planned
to file and mail its definitive proxy materials. The Staff was also unable to concur in Avaya’s
view that the proposal should be excluded under Rule 14a-8 () (2). '

The Proposal did not give the Company 99 days to consider it; however, the Company
had 41 days for consideration. In U.S. Liquids, 32 days was deemed enough time to consider the
proposal. The Caloyeras Proposal exceeded that. In Jefferson-Pilot, the company had only 22
days to consider the proposal. Caloyeras provided the Company nearly twice that amount of
time to consider his Proposal.

Additionally, a series of no-action letters have consistently stated that the Staff will not
recommend enforcement action against a registrant that excluded a shareholder proposal
received after the registrant filed its preliminary proxy materials. See Scudder New Europe Fund
(November 10, 1998) and Public Service Company of Colorado (November 29, 1995). The
Company has not filed preliminary proxy materials. Therefore, there is no reason to exclude the
Proposal based on Caloyeras’ timeliness with regard to the Company’s filing of any preliminary
matenals.

Therefore, we respectfully request that the SEC recommend enforcement action if the

(Company omits the Proposal from its proxy materials for the 2006 annual meeting in reliance on
Rule 14a-8 (e)(2).

3. The Proposal Dees Not Violate the Anti-Bundling Requirements in Rule 14a-4(2)(3)-

The Staff has consistently denied granting no-action relief where proposals contain
elements relating to the same subject even when the elements are distinct and require separate
corporate action. In Ametek, Inc. (February 15, 1994), the Staff rejected the company’s
argument that the proposal consisted of three or more distinct proposals and three corporate
actions (the proposal sought to reconstitute its board of directors, require that two-thirds of the
directors be_independent, create .independent nomination and compensation -committees, and
diversify the board by expertise, gender, and race); Westinghouse Electric Corporation (January
27, 1995) (similar conclusion). In Ferrofluidics Corporation (September 18, 1992), the Staff
concluded that a proposal containing six different elements requiring individual corporate actions
did not violate the rule. The six components dealt with base salary, executive loans, incentive
compensation, the terms and number of stock options and stock repricing. The Staff determined
that all components related to “controlling executive compensation.”
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The proposal in the letters the Company cites are distinguishable from the Proposal and
the facts at hand. For example, in Fotoball, Inc. (May 6, 1997), the Staff rejected the
proponent’s characterization of the proposal as related to “director qualifications™ where the
proposal requested the company to impose a director stock ownership requirement, pay directors
solely in stock, and impose an independence requirement. The Staff’s conclusion is logical in
view that qualifications and compensation are distinctly separate, unrelated components; Delta
Air Lines, Inc. (July 9, 1993) (proposal sought resignation of the CEOQ, separation of the CEO
and Chairman positions, creation of four employee directorships on the board, requested
independent study regarding the Pan Am acquisition and sought creation of a policy regarding
executive compensation); Allstate Corporation (January 29, 1997) (The Staff permitted exclusion
of a proposal requesting the board to adopt cumulative voting, prohibit classification of the
board, reduce the board size or “manipulation of company shares that has the effect of
(liminishing the cumulative voting rights of the companies [sic] stockholders.”). In Global
Entertainment Holdings/Bquities, Inc. (July 18, 2003), the proponent submitted five proposals
related to increasing the number of board nominees and nominee qualifications, including (1)
amendment to bylaws to require a 2/3 vote of shareholders for future changes to bylaws, (2)
amendment to title of the bylaws, (3) amendment to stockholder and special meetings articles
with limitations regarding calling of special meetings of stockholders; (4) amendment relating to
Board of Directors, nsmber and qualifications, and (5) amendment relating to Officers; Election
and Tenure, both of which provided more stringent qualifications). Also, in Exxon Mobil Corp.
{March 19, 2002), two separate proposals were identical to proposals submitted by shareholders
at the prior year’s annual meeting; proposals to (1) to increase diversity of the Board and (2) to
nominate more candidates than open Board seats. The company submitted evidence that both
proposals were “overwhelmingly defeated” at the prior annual meeting, the holder of more than
twice as many shares favoring the proposal regarding Board diversity than the proposal
regarding additional director nominees.

The Company’s reliance on those cases is misplaced. The Company misunderstands the
Staff’s clear guidance and interpretive instruction concerning multiple issues related to a single
concept. The Company suggests the Proposal contains separate and distinct provisions.
Specifically, the Company asserts that a shareholder might wish to vote for one without being
forced to vote for the other. In its own words, the Company suggests “a shareholder may wish to
reduce the number of directors to five, but may desire to continue to allow the board of directors
to have equal power to amend the bylaws.” According to the Company, the shareholder’s voting
-proposal would -be restricted by the combination of the two proposals. Additionally, the
Company suggests shareholders may want power to amend the bytaws, but may not agree that
shareholders holding 15% or more of the Company’s outstanding shares have the ability to call a
special meeting.

The Staff considered a similar argument in AT&T (April 10, 2002). There, the Staff
concluded that AT&T could not exclude the proposal under Rule 14a-8(c). Despite AT&T's
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urging that the proposal violated the “anti-bundling” rule, the Staff noted that the proposal’s
focus on presenting separate matters to shareholder vote in an “unbundled manner” was a
rasponse to recent AT&T proxy materials referenced in the supporting statement. The five
proposals were as follows:

1. “RESOLVED: Shareholders of AT&T Corp. (“‘AT&T) urge the Board of
Directors to adopt a policy that when AT&T seeks shareholder approval for any future
restructuring resulting in the creation of a new corporation by AT&T, shareholders will be given
the opportunity fo vote separately on whether the new corporation will ... [h]lave a classified
board of directors:

2. RESOLVED: Shareholders of AT&T Corp. (“*AT&T™) urge the Board of
Directors to adopt a policy that when AT&T seeks sharcholder approval for any future
restructuring resulting in the creation of a new corporation by AT&T, shareholders will be given
the opportunity to vote separately on whether the new corporation will ... [e]liminate the right of
shareholders to act by written consent or impose a requirement that a larger number of consents
be delivered than required under state law;

3. RESOLVED: Sharcholders of AT&T Corp. (“AT&T”) urge the Board of
Directors to adopt a policy that when AT&T seeks shareholder approval for any future
restructuring resulting in the creation of a new corporation by AT&T, shareholders will be given
the opportunity to vote separately on whether the new corporation will [e]liminate the right of
shareholders to call a special meeting or impose a requirement that a larger percentage of
shareholders demand such a meeting than required under state law;

4. RESOLVED: Shareholders of AT&T Corp. (“AT&T”) urge the Board of
Directors to adopt a policy that when AT&T seeks shareholder approval for any future
restructuring resulting in the creation of a new corporation by AT&T, shareholders will be given
the opportunity to vote separately on whether the new corporation will ... [rJequire approval of
more than a majority of shareholders to amend some or all provisions of the charter;

5. RESOLVED: Shareholders of AT&T Corp. (“AT&T”) urge the Board of
Directors to adopt a policy that when AT&T seeks shareholder approval for any future
restructuring resulting in the creation of a new corporation by AT&T, shareholders will be given
the opportunity to vote separately on whether the new corporation will ... [rlequire approval of
-more than a majority of shareholders to amend some or all bylaws. '

Similar to AT&T, the Proposal was a single response to Company action. Caloyeras
believes the Proposal does not violate the anti-bundling requirements of Rule 14a-4(a)(3). First,
it is important to note the components the Company identifies as separate and distinct are
somewhat analogous to spokes originating from one hub. Here, the single concept, or hub, is the
shareholder’s right to participate in amending the bylaws, articles, etc. The number of directors
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on the board, as well as the number of shares needed to call a special meeting, borrow its power
fiom the resolution permitting shareholders the right to amend bylaws, etc. The result would not
change even if all subcomponents were removed excepting for the shareholder voting right. The
subcomponents are derivative of a single concept and common to oné purpose — the right of
shareholders to restrain the power of the Board at shareholder’s expense. Caloyeras has
proposed that the Amended and Restated Bylaws of the Company be returned to their state pnor
t> the Board of Directors’ recent action.

Finally, pursuant to Rule 14a-8(i)(8), implementing the Proposal would not disqualify
clirectors previously elected from completing their terms on the board or disqualify nominees for
clirectors at the upcoming shareholder meeting. The Proposal does not affect the unexpired terms
of directors presently elected to the board at or prior to the upcoming shareholder meeting.

3. The Supporting Statement Contained in the Proposal Does Not Contain False or
Misleading Statements in Violation of Rule 14a-9 or the Standards Set Forth in Staff
Legal Bulletin No. 148 (CF).

The purpose of Rule 14a-8(i)}(3) is to allow exclusion where the proposal as a whole cannot
e understood. That concern is not present under these circumstances. Pursuant to Staff Legal
Bulletin No. 14B (CF), it is not appropriate for companies to exclude supporting statement

language and/or an entire proposal in reliance on Ruie 14a-8(i)(3) in the following
circumstances:

» The company objects to factual assertions because they are not supported,

e The company objects to factual assertions that, while not materially false or misleading,
may be disputed or countered;

o The company objects to factual assertions because those assertions may be interpreted by
shareholders in a manner that is unfavorable to the company, its directors, or its officers;
and/or

e The company objects to statements because they represent the opinion of the shareholder
proponent or a referenced source, but the statements are not identified specifically as
such.

The Staff has provided clear guidance on this issue. Statements consistent with these
guidelines will not be used to exclude the Proposal. Staff Legal Bulletin No. 14B (CF) clearly

authorizes shareholder opinions not specifically identified as “opinion,” and such opintons will
not be excluded under 14a-8(1)(3).
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A Caloyeras’ Statements of Opinion that the Amended and Restated Bylaws
Suggest a Plan to Retain Excessive Control Are Neither False Nor
Misleading.

The Company objects to Caloyeras’ statement, “[tlhe new Bylaws are part of an overall
plan by the current Board and management to retain excessive control of the Corporation at the
shareholder’s expense.” The Company places emphasis on the word “plan” and contends the
statement is one of fact and constitutes “nothing more than an attempt to impugn the character of
the board of directors in violation of Rule 14a-9.”

Caloyeras’ statement falls within the scope of permissible statements, as it is a statement
of opinion. A proposal setting forth an opinion regarding the Board’s June 30, 2006 amendment
to the Bylaws without notice to the shareholders is neither false nor misleading. The information
is readily ascertainable to other shareholders. Individual shareholder opinion concerning
amendments affecting shareholder rights, including an opinion that the board plans {0 retain
excessive control, is not false or misleading. In its request for no-action to the Staff, the
Company acknowledges its purpose for changing the Bylaws. The Company admitted its
purpose in its no-action request, stating that “the board of directors believed it was necessary and
consistent with its fiduciary duties to protect minority shareholders from possible actions that
could be taken by majority shareholders that would not be in the best interests of all
shareholders.”

B. Caloyeras’ Statements of Opinion Relating to Shareholder Concerns about
the Board’s Performance and/or Employment Agreement Are Neither False
Nor Misleading.

The Company objects to the Proposal’s statement that “[tJhe current Board has performed
poorly compared to boards of similarly situated corporations, has failed to respond adequately to
shareholder concemns and has voted in favor of employment agreements featuring poor pay-
performance links.” The Company asserts that the statement is an unsupported assertion of fact,
with no comparative analysis of similarly situated companies’ boards of directors, etc. In
substance, this statement is opinion. The opinion is neither faise nor misleading. The Board
voted in favor of employment agreements that provide for substantial compensation on
termination with or without cause. An opinion to performance is within a shareholder’s personal
experience. Other shareholders would not be misled by such a statement.

In addition, Caloyeras included his statements of opinion to satisfy the addition of new
Section 14 to the Bylaws that Caloyeras is proposing to have removed, which states in Section
14 that for any business to be properly brought before a meeting of sharcholders of the
Company, the shareholder shall set forth as to each matter the shareholder proposes to bring
before the meeting a brief description of the business and the reasons for conducting such
business at the meeting. In submitting the comments to which the Company is now objecting,
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Caloyeras was only attempting to comply with the Company’s own rules. In fact, the Company
must have anticipated the unenforceability of this new Bylaw addition, as it concludes with the
statement that “[t]o the extent this Section 14 shall be deemed by the Board of Directors or the
Securities and Exchange Commission, or finally adjudged by a court of competent jurisdiction,
tc be inconsistent with the right of shareholders to request inclusion of a proposal in the

Corporation’s proxy statement pursuant to Rule 14a-8 promulgated under the Exchange Act,
such rule shall prevail.”

CONCLUSION

For all the reasons contained herein, on behalf of Caloyeras, we respectfully request that
the Staff find the Company’s arguments inconsistent with the Staff’s interpretations and rulings
on this issue and therefore deny the Company’s request for no-action relief. We request that the

Staff deliver its response to this letter by U.S. first class mail and by facsimile to the number on
the first page of this letter.

Very truly yours,

SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C.

“ )41~
/JV(&Y'"

Robert C. Levy

cc: Secretary, Torotel, Inc., 620 N. Lindenwood Drive, Olathe, KS 66062 (via hand delivery)
Victoria Westerhaus, Esq. (via hand delivery)
Howard Z. Berman, Esq. (via e-mail)
Mr. Basil P. Caloyeras {via e-mail)

391476

12




g
. 7

1201 Waln 1, Suite 2900 R _
Kansas City, MO 64106-2150 o

Tel (816} 842-8600
Fax (888) 154-0609

KANSAS CITY
OVERL.AND PARK
WICHITA
WASHINGTON, D.C
PHOENIX

ST. LOWIS

OMAHA

JEEFER S0ON CITY

Victoria R. Westerhaus

(B16) 691-2427
vwesterhaus@stinsonmoheck com
www stinsonmoheck.com

STINSON
MORRISON '
HECKER we . . . . i -' Leaid

S, Via FEDERAL EXPRESS

August 23, 2006

Office of Chief Counsel

Division of Corporation Finance

U.S. Securities and Exchange Commission
100 F Street, N.E.

Washington, D.C. 20549

Re:  Response of Torotel, Inc. to that Certain Response Letter Regarding
the Exclusion of Shareholder Proposal

Ladies and Gentlemen:

On August 2, 2006, Torotel, Inc., a Missouni corporation (the "Company"),
submitted a letter (the "Initial Letter") to the Division of Corporation Finance (the
"Division") of the Securities and Exchange Commission (the "Commission")
requesting that the staff of the Commission (the "Staff") concur with the Company's
view that the Company was entitled to omit from its proxy statement and form of
proxy for its 2006 Annual Meeting of Shareholders (collectively, the "2006_Proxy
Materials") a shareholder proposal (the "Proposal") and statements in support thereof
received from Basil P. Caloyeras (the "Proponent™).

In response to the Initial Letter, the Proponent delivered to the Division a
letter, dated August 15; 2006 {the "Response Letter"), pursuant to which the
Proponent asserted its opposition to the exclusion of the Proposal. Although we
believe the Initial Letter already addresses most of the arguments raised by the
Proponent, we are providing the Staff with this letter in order to clarify the
Company's position with respect to certain issues raised by the Proponent.

L. Preliminary Matter.

As a preliminary matter, we would like to inform the Staff that we believe the
Proponent misrepresented the facts regarding the 2005 Annual Meeling of the
Company's Shareholders (the "2005 Annual Meeting"). The 2005 Annual Meeting
was held in accordance with Missouri law as we stated in the Initial Letter. The
Proponent (through his counsel) responded to the Initial Letter by delivering to the
Commission the Response Letter and a letter that preceded it dated August 9, 2006
(the "August 9 Letter"). The August 9 Letter stated, ". . . the Company did not hold
an Annual Meeting of Shareholders in 2005." 1t further stated, "[tJhere was no
quorum present at the meeting, and consequently, it could not be called to order.”
Both the Proponent and his counsel were present at the 2005 Annual Meeting. The
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Proponent's shares (and these for which he held a proxy) were tendered to be counted
as present for the 2005 Annual Meeting and the Proponent and his counsel witnessed
UMB Bank, n.a., the inspector of elections for the 2005 Annual Meeting, certify to
the Company's Secretary that a majority of the outstanding shares were present in
person or by proxy and that a quorum was satisfied. Immediately, the Chairman
called the meeting to order. Neither the Proponent nor his counsel disputed that a
quorum was present and that the 2005 Annual Meeting had started. In fact, counsel
to the Proponent, once he knew that a quorum was certified and the meeting was
called to order, attempted to bring business before the meeting that had not been
properly presented in accordance with the advance notice provisions for submission
of shareholder proposals. After being ruled out of order by the Chairman for failing
to comply with the advance notice requirements, the Proponent and his counsel
voluntarily left the meeting. We would be happy to make available to the
Commission, upon its request, a copy of the transcript from the audio recording of the
2005 Annual Meeting.

Following receipt of the August 9 Letter, we contacted counsel to the
Proponent by telephone. The purpose of the telephone call was to remind him that
the 2005 Annual Meeting had been tape recorded with the knowledge of all
participants. We had no obligation to remind him about the audio recording prior to
his delivery of the Response Letter; we informed him out of professional courtesy. -

IL The Proposal May Be Excluded as Untimely.

The Company clearly explained in the Initial Letter that the Proposal was
delivered in an untimely manner in violation of Rule 14a-8(e) and, therefore, may be
excluded. The Response Letter fails in its arguments to the contrary. '

A. The 2005 Annual Meeting Was Held in Accordance with Missouri
Law.

The 2005 Annual Meeting was held in accordance with Missouri law. As the

Minutes of the 2005 Annual Meeting (the "2005 Minutes" a copy of which we would
be happy to provide to the Commission upon its request) indicate, UMB Bank, n.a.,
the inspector of elections for the 2005 Annual Meeting, certified that a majonity of the
shares of the Company were present, in person or by proxy, at the meeting and, thus,
a quorum was present. The Company's Secretary concurred with this certification
and, thereafter, the Chairman called the 2005 Annuai Meeting to order. As stated
previously, the Proponent and his counsel attempted to bring business before the
meeting that had not been properly submitted in accordance with the Company's
_advance notice requirements for sharcholder proposals. After being ruled out of
order, the Proponeni and his counsel took it upon themselves to leave the 2005
Annual Meeting. As we previously indicated in the Initial Letter, the meeting was
adjourned, but never reconvened.

The 2005 Annual Meeting was held in accordance with Missouri law. The
Proponent fails to accurately describe Section 351.265 of the Missoun General and
Business Corporation Law (the "MGBCL") in the Response Letter. For your
convenience, we have attached Section 351.265 as Exhibit A hereto.
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. Subsection (1).of Section 351.265 states that."[u]nless.otherwise provided in
the articles of incorporation or bylaws, a majority of the outstanding shares entitled to
vote at any meeting, represented in person or by proxy, shall constitute a quorum at a
meeting of shareholders." Subsection (2) of Section 351.265 provides that for any
action to be valid, it must have received the vote of a majority of shares entitled to
vote at a meeting where a quorumn was present. Therefore, to have a valid meeting,
there must be a quorum and, to have a valid action (shareholder vote), a majority of
the shares entitled to vote must have approved such action. A quorum was present
for the 2005 Annual Meeting and the meeting was called to order. Therefore, under
Missouri law, the 2005 Annual Meeting was held. The fact that the Proponent and
his counsel left and that the meeting was adjourned is irrelevant under Missouri law.
Missouri law is clear in this regard and this clarity is further evidenced by the fact that
the Proponent is unable to proffer any statutory or common law in Missouri to the
contrary.

The Response Letter states that there was no "substance” to the 2005 Annuat
Meeting and, therefore, it did not take place. The Propenent offers no Missour
statutory or common law to support this assertion. The Proponent suggests the
premise that anytime a shareholder voluntarily leaves a meeting and, as a result, a
quorum ceases to be present, the meeting is no longer valid. As a general matter,
commentators, including one of the preeminent commentators on general corporate
law, disagree with this suggestion.! More specifically, although Missouri courts have
never addressed this specific issue in the context of a for-profit corporation, one
Missouri court did address the situation in the not-for-profit corporation context. In
Potter, et al v. Patee, et al.”, the Court of Appeals for the Kansas City District applied
this general principle and cited a Pennsylvania corporate law case in support of this
position. It is clear the Proponent lacks any factual or legal basis for its assertion that
the 2005 Annual Meeting was not a valid meeting.

We understand the Commission is not the arbiter of state law corporate
governance issues; however, as part of a suitable reply to the Response Letter, we felt
it necessary to provide clarity on Missouri corporate law. There can be no doubt that
the 2005 Annual Meeting was held: proxy materials were distributed to shareholders,
proxy cards were received, a majority of the shares were present in person or by
proxy (a "quorum"), the meeting was called to order and the first matter the Chairman
had to tend to was dealing with the out of order actions of the Proponent and his
counsel. It is disingenuous of the Proponent to suggest the 2005 Annual Meeting did
not have "substance" and thus did not take place, because they did not follow the
advance notice procedures that applied to all shareholders, had their business ruled
out of order and took it upon themselves to leave in an effort to stop the 2005 Annual
Meeting,

' See for example, Fletcher Cyclopedia Corporations, § 2013.10 (Volume 5) (noting that where a
quorum is once present to organize a sharcholders meeting, it is generally not broken by subsequent
withdrawal of a part of the shareholders. The purpose of this is to prevent a shareholder from
defeating a quorum by simply walking out of 2 meeting.)

2493 S.W.2d 58, 61-62 (1973)(citing Commonwealth ex rel. Sheip v. Vandergrift, 81 A 153 (May 23,
1911)}. We have attached a copy hereto as Exhibit B.
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B. Forty-One Days Pnor 1o Mailing Does Not Constitute a "Reasonable Time".

The Proponent claims in the Response Letter that delivery of the Proposal "41
days" prior to the mailing of the 2006 Proxy Materials mects the "reasonable time"
standard of Rule 14a-8(e)(2) (assuming for purposes of argument the 2005 Annual
Meeting had not been held). For the reasons set forth below, this belief is erroneous.

As a preliminary matter, we review the general information available to all
shareholders regarding the dates of the 2006 Annual Meeting and relevant deadlines
for submission of shareholder proposals. As we stated in the Inittal Letter, the 2005
Proxy Materials (as such term is defined in the Initial Letter) set forth the deadline
(April 21, 2006) for shareholder proposals to be submitted for inclusion in the 2006
Proxy Materials. Section 351.225 of the MGBCL requires that the day of a Missouri
corporation’s annual meeting be set in its bylaws. The Company is and has been
compliant with this requirement. Since the delivery of the 2005 Proxy Materials, the
Company has not changed the day of the annual meeting. All shareholders have been
aware of the day of the Company's annual meeting. Furthermore, the Company has
never given any indication that the day of the annual meeting might be changed.
Therefore, the Proponent had no reasonable basis from which to conclude that the
2006 Annual Meeting might not be held on the normal day for annual meetings under
the Company's Bylaws and, therefore, the Proponent had no reasonable basis to
believe that the deadlines set forth in the 2005 Proxy Materials were no longer valid.

The Proxy Rules provide that 120 days prior to the date on which the prior
year's proxy materials were mailed is the proper deadline for submission of proposals
for the current year's proxy materials. This allows a 40-day window within which a
company may notify a shareholder of any deficiencies with his/her proposal and for
such shareholder to correct such deficiencies. The Proxy Rules require that a
company submit a no action request to the Commission at least 80 days prior to
mailing its proxy materials if it intends to exclude a shareholder proposal. This 80-
day window is intended to allow a proper amount of time for review of the no action
request, such that the mailing date of the proxy materials will not be delayed.
Assuming a shareholder's proposal is not excludable, under the Proxy Rules, a
company must deliver to the shareholder a copy of his/her proposal and the
company's response thereto, as they will appear in the proxy matenals. This aliows
the shareholder an opportunity to raise with the Commission any issues of material
misrepresentation in the company's response.

In light of the fact that (i) the Proponent, a sophisticated businessman advised
by experienced counsel, should be familiar with the Proxy Rules (and the deadlines
mandated thereby), (ii) the deadlines for submission of shareholder proposals were
clearly detailed in the 2005 Proxy Materials and (iii) no changes have been made to
the Company’s annual meeting date (which has and is required by Missouri law to be
included in the Company's Bylaws), the delivery of the Proposal 41 days prior to the
Company's intended mailing date is clearly unreasonable. Even with the Proponent's
flawed assumption that the 2005 Annual Meeting was not held, the Proponent was
well aware of all relevant deadlines and the date for the 2006 Annual Meeting.
Furthermore, the Proponent should have been aware that by submitting the Proposal
so late, the Company's ability to properly contest the inclusion of the Proposal in the
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2006 Proxy Materials and mail such matenals on time would be compromised. . As

we stated in the Initial Letter, the Company intended to mail the 2006 Proxy
Materials on or about August 18, 2006 and, as a result of the Proponent's untimely
submission and the resulting no action letter process, the Company has failed to meet
this date. The Company has not moved the 2006 Annual Meeting date.

As we stated in the Initial Letter, the Proposal was not submitted in a
reasonable time pursuant to Rule 14a-8(e)(2). The analysis contained in the Initial
Letter and the no action letter issued with respect to Jefferson-Pilot Corporation
(January 30, 2006) are determinative on this issue. The Proponent asserts several no
action letters in support of his contention that the Proposal was submitted in
accordance with Rule 14a-8(e)(2); however, none of these no action letters are
applicable to the case at hand.

U.S. Liquids, Inc. {April 3, 2002) is inapplicable because the situation
involved U.S. Liquids moving the date of the current year's annual meeting up by
more than 30 days. U.S. Liquids did not inform the sharcholders of this advancement
in the annual meeting date until only three months prior to the annual meeting. By
shortening the amount of time a shareholder had to consider and submit a proposal
(because of an earlier annual meeting date), U.S. Liquids had effectively put the
shareholders at a disadvantage. None of the facts present in U.S. Liquids is present in
this case; specifically, the annual meeting date has not changed and there has been no
indication that it would have been changed to an earlier date. Furthermore, the time
frame in which the Proponent had to consider and submit the Proposal was never
shortened.

Avaya, Inc. (December 4, 2001) is also inapplicable to the case at hand.
Avaya received the shareholder proposal 99 days prior to the mailing date for Avaya's
proxy materials. This date was well outside the 80-day deadline for Avaya to submit
a no action letter seeking to exclude the shareholder's proposal. Therefore, Avaya
would have been able to go through the process to exclude the shareholder's proposal
in ample time prior to the mailing of its proxy materials. This is the opposite of the
present case. The Proponent submitted the Proposal significantly inside the 80 day no
action deadline and in less than half the time the shareholder in Avaya submitted the
contested proposal. For the foregoing reasons, refiance on Avaya is misplaced.

Finally, the Proponent asserts that so long as preliminary proxy materials have
not been filed with the Commission, then the Proposal is timely. This conclusion 1s
the poor attempt at arguing in the negative the Commission's holdings in Scudder
New Europe Fund (November 10, 1998) and Public Service Company of Colorado
(November 29, 1995) that the relevant shareholder proposals were untimely because
they were submitted after the preliminary proxy materials had been fited with the
Commission. We are unaware of any no action letter ruling by the Commission
holding that shareholder proposals are timely solely on the basis that a shareholder
submits a proposal before a company files its preliminary proxy materials. We
believe the Proponent incorrectly expanded the holdings of the Scudder and Public
Service.
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HE  The Proposal May Be Excluded Pursuant to Rule 14a-8(c) Because the-
Proposal Constitutes Multiple Proposals.

The Company clearly explained in the Initial Letter that the Proposal contains
more than one proposal in violation of Rule 14a-8(c). The Response Letter fails in its
arguments to the contrary.

The Proponent states in the Response Letter that the single "purpose™ of the
Proposal and its subparts is “to remedy the recent actions of thé Board of Directors of
the Company, in which it acted to entrench itself and obtain excessive conirol over
the Company’s decision making and resources at the expense of the Company and its
shareholders." Before we discuss no action letter precedent, we would like fo make
several points.

First, we would like to reiterate the fact that the July 5th Letter (as defined in
the Initial Letter) contained multiple "items . . . for presentation at the 2006 annual
meeting of Torotel." After receipt of the Deficiency Letter (as defined in the Initial
Letter) from the Company, the Proponent re-submitted the "items" as the Proposal.
From a clear reading of the July 5th Letter, it is apparent the Proponent clearly
viewed the "items" as separate and distinct, otherwise he would have only submitted
one "item" containing both "items".

Second, as the Staff will note, the Proposal's supporting statement identifies
multiple purposes for the Proposal, not "one single, well-defined unifying concept.”
The Proposal's supporting statement and the introduction to the resolutions states the
amendments to the Company's Articles are made to remove certain provisions of the
Bylaws that restrict shareholder rights and decrease sharcholder value. Furthermore,
the Proposal's supporting statement identifies several other purposes, including more
effective corporate governance and reduced expenses as a result of 2 smaller Board of
Directors. These are inconsistent with the "purpose” asserted in the Response Letter.
Clearly there is no "one single, well-defined unifying concept” linking the multiple
proposals within the Proposal.

Third, with respect to the statement that the Board of Directors acted to
"obtain excessive controi over the Company’s decision making and resources”,
Proponent obviously fails to understand that the Board of Directors cannot obtain any
more "control" than what it has always had, which is granted under Section 351.310
of the MGBCL. Section 351.310 states that "[tlhe property and business of a
corporation shall be controlled and managed by the board of directors.” The Proposal
does not propose to amend the powers granted to the Board of Directors under
Section 351.310, nor could it alter those powers, and, thereby, reduce the control of

“the Board of Directors over the Company's decision making and its resources. Thus,
the Proposal is inconsistent with the "purpose” stated in the Response Letter.

Fourth, as we stated in the Initial Letter the proposed amendments to the
Company's Articles set forth in the Proposal are couched as amendments to two
distinct sections of the Company's Articles. These two amendments contain
amendments to multiple distinct sections of the Articles and also the Company's
Bylaws. As described in the Initial Letter, (i) one amendment reduces the number of
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__directors, (ii) a second amendment provides for majerity voting for director elections,
(1) a third amendment provides for election of directors at annual and special
meetings, (iv) a fourth amendment provides for the board to be declassified, (v) a fifth
amendment provides that only a majority of the shareholders can amend the
Company's Bylaws, (vi) a sixth amendment removes the advance notice requirements
for shareholder proposals, (vii) a seventh amendment removes the advance notice
requirements for director nominations, (viii) an eighth amendment deletes the
provision that the Chaimnan will preside over sharcholders meetings and
contingencies if he cannot preside over such meetings, and (ix) a ninth amendment
addresses the filling of director vacancies. We fail to see how all of these
amendments are part of a "single, well-defined unifying concept” which will undo the
actions the Board of Directors allegedly took to obtain excessive control over the
Company and its resources. For instance, how would reducing the number of
directors reduce the power of the Board of Directors or undo any recent action? The
power of the Board of Directors is provided by Section 351.310 of the MGBCL
(discussed above) regardless of the number of directors. Furthermore, how would a
majority voting requirement for the election of directors undo recent actions and
reduce the power of the Board of Directors? Once again, it would have no effect; it
would simply raise the bar for being elected to the Board of Directors. We are also
curious as to how deleting the provision of the Company's Bylaws that provides for
the President to act as Chairman at Board of Directors' meetings in the Chairman's
absence will undo any recent action and reduce the power of the Board of Directors.
Once again, this amendment would have no effect on the power of the Board of
Directors under Missouri law and it would not undo any recent actions. It is
abundantly clear that these multiple proposals are not linked by "one single, well-
defined unifying concept." Simply put, the Proponent submitted multipie "items"” in
the July Sth Letter, bundled the multiple "items" (including new proposals) into the
Proposal and through the broadly defined "purpose" (which is inconsistent with the
supporting statement) in the Response Letter is trying to couch these multiple
proposals as being part of "one single, well-defined unifying concept."

With respect to the no action letter precedent on this point identified in the
Imitial Letter, the Proponent states that the case at hand is distinguishable from those
no -action letters, however, the Response Letter was void of any support for that
assertion with respect to the multiple proposal issue. As the Commission will note,
the no action letter precedent cited in the Initial Letter is on point.

As set forth in the Initial Letter, the Proposal contains multiple proposals
which are not linked by "one single, well-defined unifying concept" and thus, the
Proposal may be excluded. The analysis contained in the Initial Letter and the no
action. letter precedent cited therein are determinative on this 1ssue.  The Proponent
asserts several no action letters in support of their contention that the Proposal
contains multiple proposals that are part of "one single, well-defined unifying
concept"; however, none of these no action letters are applicable to the case at hand.
We acknowledge that the SEC has long recognized proposals tailored to address
executive compensation (Ferrofluidics Corp. (September 18, 1992)) and director
independence {Quality Systems, Inc. (June 9, 1999)) issues each as being a "single,
well-defined unifying concept”. However, we are unaware of any no action letters
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recognizing any single, unifying concep! similar to the "purpose” stated in the
Response Letter, iet alone the other purposes set forth in the Proposal's supporting
statement (see discussion above). The Proposal does not touch upon any of the
"single concepts” the SEC has previously recognized. We further note that the
proposals at issue in AT&T (April 10, 2002) were narrowly tailored to provide that, if
AT&T formed a new corporation, shareholders could vote on certain distinct
governance issues with respect to that new corporation. Clearly, neither the
"purpose”, the supporting statement nor the Proposal are narrowly tailored. The
Proponent has misapplied the cited no action letter precedent.

1v. Conclusion.

We did not feel it necessary to provide a detailed analysis regarding the
Proposal's violation of the "anti-bundling" rules because the precedent cited by the
Proponent is misapplied for similar reasons as described in the last paragraph of
Section [II above. Our analysis of this issue in the Initial Letter and the precedent
cited therein is determinative on this issue. Furthermore, we also felt it unnecessary
to add to our argument that the supporting statement contained false and misleading
statements that were clearly not offered up as opinion.

Based on the analysis contained in the Initial Letter and this letter, the
Company hereby renews its request that the Staff not recommend any enforcement
action if the Proposal is excluded from the Company's 2006 Proxy Matenals.

We are concurrently providing copies of this correspondence to the
Proponent. In the interest of a fair and balanced process, we request that the Staff
notify the undersigned if it receives any correspondence on the Proposal or this letter
from the Proponent or other persons, unless that correspondence has specifically
confirmed to the Staff that the Company or its counsel have timely been provided
with a copy of the correspondence. If we can provide additional correspondence to
address any questions that the Staff may have, please do not hesitate to call me at the
number listed on the first page of this letter.

Sincerely,

STINSON MORRISON HECKER LLP

Victoria R. Westerhaus

cc: H. James Scrrone
Basil P. Caloyeras
Rabert C. Levy, Esq.
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Missouri Statutes
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G2 TITLE XX/ll CORPORATIONS, ASSOCIATIONS AND PARTNERSHIPS
G2 Chapter 351 GENERAL AND BUSINESS CORPORATIONS
Ca CAPITAL, SURPLUS AND STOCKHOLDERS
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351.265. Quorum of outstanding shares - representation by proxy —
representation of false proxy, penalty. -

1. Unless otherwise provided in the articles of incorporatién or bylaws,
a majority of the outstanding shares entitled to vote at any meeting,
represented in person or by proxy, shall constitute a quorum at a meeting
of shareholders; provided, that in no event shall a quorum consist of less
than a majority of the outstanding shares entitled to vote, but less than
such quorum shall have the right successively to adjourn the meeting as
provided in section 351.268. Shares represented by a proxy which directs
that the shares abstain from voting or that a vote be withheld on a matter,
shall be deemed to be represented at the meeting for quorum purposes.
Shares as to which voting instructions are given as to at least one of the
matters to be voted on shall also be deemed to be so represented. If the
Proxy states how shares will be voted in the absence of instructions by the
shareholder, such shares shall be deemed to be represented at the meeting.

2. In all matters, every decision of a majority of shares entitled to
vote on the subject matter and represented in person or by proxy at a
meeting at which a quorum is present shall be valid as an act of the
sharehcolders, unless a larger vote is required by this chapter, the bylaws,
or the articles of incorporation, provided that in the case of cumulative
voting in the election of directors pursuant to subsection 3 of section
351.245, directors shall be elected by a plurality of the votes of the
shares entitled to vote on the election of the directors and represented in
person or by proxy at a meeting at which a quorum is present. Unless
otherwise provided in the articles of incorporation or bylaws, shares
represented by a proxy which directs that the shares abstain from voting or
that a vote be withheld on a matter shall be deemed to be represented at
the meeting as to such matter. Shares represented by a proxy as to which
voting instructions are not given as to one or more matters to be voted on
shall not be deemed to be represented at the meeting for purposes of the
vote as to such matter or matters. A proxy which states how shares will be
voted in the absence of instructions by the shareholder as to any matter
shall be deemed to give voting instructions as to such matter.

3. Any person who represents a falsified proxy pursuant to this section
which the person knows is false in any material respect shall be guilty of
an infraction.

(L. 1943 p. 410 § 34, A.L. 1990 H.B. 1432, A.L. 1993 S.B. 180, A.L. 1995
H.B. 558, A.L. 1996 S5.B. 835)

e e . T IFTRLr ETNN D 1 ) TR AT A A« % A WiTH ST T e e s el T aaBeailt, Ll . et At

Copyright © 2006 Loistaw.com, Inc. All Rights Reserved

e L L T L R L Y R T T R N L el L Uy ¥ LR

bttp.Ywww.loislaw.com/pns/docview htp?query=228%?2 8%3CWORD%3E3.5 1.265%29%... 8/16/2006



Exhibit B



Page |

LEXSEE

Charles H. Potter et al., Respondents, v. James C, Patee et al., Appellants

No. 25940

- Caourt of Appeals of Missouri, Kansas City District

493 S.W.2d 58; 1973 Mo. App. LEXIS 1256

January 19, 1973

PRIOR HISTORY: [**1]

From-the Circuit Court of Buchanan County
Civil Appeal From Action for Declaratory Judgment
Judge Frank D. Connett

DISPOSITION:
Affirmed.

COUNSEL:

Irving Achtenberg, Kansas City, Missouri, Attorney
for Appellants.

Joseph L. Flynn, St. Joseph, Missouri, Attorney for
Respondents.

JUDGES:

Pritchard and Wasserstrom, Judges, and Laurence
S:mith, Sp.J.

OPINIONBY:
PER CURIAM; PRITCHARD

QPINION:

(*60] Plaintiffs were successful in securing a de-
claratory judgment that they were the duly elected and
qualified officers and directors of the Pony Express His-
torical Association. That organization is an educational
corporation, organized under the "General Not For Profit
Act of Missoun,” Chapter 355, RSMo., 1969, V.AMS.,
and has as its main purpose the operation of the old Patee
House as a museum in St. Joseph, Missoun.

The basic contention is whether defendants are the
duly elected officers and directors of the corporation by
reason of an “adjuwmed” meeting to the Patee House
from a duly called meeting at the Y.W.C.A_, in St Jo-

seph, or whether plaintiffs are such officers and directors
by reason of a "rump" meeting -held by them at the
Y. W.C.A after the other group repaired to the Patee
House. [**2]

It is admitted by the pleadings that the corporation,
pursuant to its By-Laws and the Laws of Missouri, is-
sued its Notice of Annual Meeting for December 6,
1970, at 2:30 p.m., at the Y.W.C.A. in St. Joseph. It is
further admitted that the members of the corporation did
assemble at the Y.W.G.A. The evidence is that notices
of the annual meeting were-not sent to Mr: Carl Goatcher
and Mr. Gary Chilcote, who were purportedly .expelled
from membership by a named disciplinary committee,
nor were notices of the meeting sent to twelve other pur-
ported suspended members of the association.

Pony Express Historical Association 15 governed by
its Articles of lncorporation and its By-Laws. Article
VI of the By-Laws provides that procedures are lo be
governed by Robert's Rules of Order, unless such are
inconsistent with the Articles or By-Laws.

It is first claimed by defendants that the courts will
not interfere with the internal affairs of a non-profit cor-
poration where severable property rights are not involved
and the trial court therefore erred in finding that plain-
uffs’ petition stated a claim for relief under the declara-
tory judgment act. Section 527.010 of that act provides:
"The {**3}] circuit courts and courts of common pleas of
this state, within their respective jurisdictions shall have
power to declare rights, status, and other legal relations
whether or not further relief is or could be claimed. No
action or proceeding shall be open to objection on the
ground that a declaratory judgment or decree is prayed
for. * * *" Defendants cite and rely upon four cases in
support of their contention that the court will not inter-
fere where no property rights are involved. The first is
State ex rel Hyde v. Jackson County Medical Society,
Mo., 295 Mo. {44, 243 S.W. 341 (1922). There the appel-
lant sought relief by way of mandamus to compel the
medical society (o rescind its action in expelling him
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“fyam membership Among other grounds For denial of
relief the court did say that relator did not have "that sev-
erable, proprietary interest in the respondent socicty
which is a necessary requisite to his right [*61} to re-
licf" { Loc. cit. 295 Mo. 144, 243 S.W. 343(5]). Other
and subsequent cases for this rule are: State ex rel. Buck-
ner v. Landwehr, Mo. App., 261 S.W. 699, 701 (1924);
Hall v. Morrin, Mo. App., 293 S.W. 435, 441 (1927), and
State ex rel. Baumhoff v. Taxpayer's |**4] League of St.
Louis County, Mo. App., 87 S.W. 2d 207, 208 (decided
November 5, 1935). The latter case involved also man-
d:umus in connection with the reinstatement of relator as
a member of the society afier it adopted a resolution that
n» new members should be enrolled until elected by the
executive committee. The Baumhoff case was appar-
ently decided shorily after the effective date of Mis-
souri's Declaratory Judgment Act (Laws 1935, p. 218,
Sec. 1, et seq.), and clearly the action was not brought
under that act to determine relator's right to membership.
That case, and the three others (all decided before the
eaactment of Chapter 527) cited by defendants are not
persuasive of the effect of the Act upon a determination
of which group of officers and directors are entitled to
control the non-profit corporation. It has been said that
the Declaratory Judgment Act is to be liberally con-
strued, Stewart v. Shelton, Mo., 356 Mo. 258, 201 S.W.
- 2d 395, 398 (1947), and relief under the Act is sui
generis ("Lat. Of its own kind or class; i.e., the only one
of its own kind; peculiar.” Black's Law Dictionary, Rev.
4tk Ed., p. 1602), McDown v. Wilson, Mo. App., 426
S.W. 2d 112 (1968). The [**5] wide scope of the relief
afforded by declaratory judgment in its modern applica-
t.on is demonstrated by Borchard, Declaratory Judg-
ments, 2nd Ed., p. 490, as to its possible use in cases of
exclusion or ejection of persons as members of organiza-
tions, and p. 682 "Factional disputes between groups of
cirectors and others interested in the corporation or asso-
ciation are most conveniently determined by declara-
tion.” While, without doubt, quo warrante would be
availabie to test the validity of defendant's office (Sce
Slection 355.490, RSMo., 1969, V.AM.S.}, that cemedy
13 by no means exclusive. It is merely alternative to the
relief by way of declaratory judgment. Borchard, De-
claratory Judgments, 2nd Ed., pp. 316, 317. The court
cdid not err in holding that plaintiffs' petition stated a
claim to relief.

By Point I11, defendants claim that the court emred in
liolding thdt thé ainual ineeung conducted by defendants
(held at the Patee House) was invalid. As noted, the no-
tices of the annual meeting specified that it be held at the
CW.C A at 2:30 p.m. on December 6, 1970. "There s
a duty to proceed with a stockholders' meeting at the
place specified in the notice.” [9 Am. Jur. 2nd Corpora-
tions, [**6] Section 602, p. 124. The By-Laws here
(Section 10) provide, "An annual meeting of the mem-

bers shall be held on the regular meeting day in Decem-
ber of each year at a time and place set by the Board of
Directors. * * *." In Commonwealth ex rel. Sheip, et al.
v. Vandegrifi, 232.La.-$3;-81 A."153, aftesthe annual
meeting was called 10 order with 846 more sbares being
represented than was required to constitute a-quorum, a
contending faction represeming 992 shares withdrew and
refused to participate in an election of a board of direc-
tors, for. the. purpose of breaking a quorum.*The court
said, loc. cit. 232 Pa. 53, 81 A. 155{4], "Stockholders
who attend a meeting, and then atitbout cause velumarils
withdraw, are.in no bener positicn than thuse who volun-
tarily absenr themselies in the first instanceY and loc. cit.
232 Pa. 53, 81 A. 156[5], "In this connection, it is worthy
of comment that the duty of lwlding an-annual election s
imposed by statute, and the time and place for holding it
are fixed by the by-laws. The duty as to the time and
place of holding the election is quite as imperative as the
provision relating to the amount of stock necessary to
constitute a quorum, It [**7] was not oaly the privilepe
of appellants to participate in the annual election of di-
rectors, but it was a duty imposed.by law upon them ,
They should have remained in the meeting to exercise
their privilepes and perform their duties. When they did
not do so, bul without sufficient cause withdrew, they are
not in pesiticn to complain about the acts of (*62] those
who remained-and performed their duties in a regular and
lawful manner.”

There was some conflict in the evidence as to
whether there were disturbances just prior to the time
when the meeting was to be called to order, but there was
a sufficiency of evidence for the court to find, as it did,
that defendants were not prevented from holding an an-
nual meeting by the plaintiffs, or anyone else. Mr. Lary
Foutch was the President of the association, and he ac-
knowledgad - that he did not call -the -meeting -to order.
Under the facts, there was no sufficient basis to apply the
emergency adjournment provisions of Robert's Ruies of
Order, Section 38, p. 237, "In case of fire, not, or very
serious disorder, or other great emergency, the chair has
the sight and the duty to declare the assembly adjouned
to some other time {and place [**8] if necessary), if it is
impracticable to take a vote, or in his opinion, dangerous
to delay for a vote." Under the rules of the Vandegrifi
case, supra, defendants are in a- position of voluntarily
absenting themselves from a duly oalled annual meeting,
and any.purported corporate. acts undertaken by them
thercafer are a aullity, as the court found.’

By four subpoints, defendants contend that the court
erred in holding that plaintiffs' meeeting {at the Y W.C A,
as called) was valid. The first subpoint sets forth that
numerons ineligible members and pon-members were
present and participated in iilegal actions. The By-Laws
provide that Sustaining, Regular and Life members shall
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ezch have one vote. Regular members’ dues are a mim-
mum of $5.00, and Section 7 provides that memberships
scld before September 1, of any year, shall be applied to
the balance of the current year, and those sold afler Sep-
tember 1 apply to the balance of the current year and the
full following year. What happened with respect to rec-
ordation of paid members is that there was no duly
elected treasurer in existence from October 19 to De-
cember 6, 1970, so the membership lists could not be
entended to include those {**9] who had paid dues in
the interim. Members who had sold memberships
merely tumed in their monies to Mrs. Lloyd Barnett who
was membership chairman. She did, however, have a list
of some 95 persons who had paid their dues by Septem-
ber 27, 1976. The court found, as supported by the evi-
dince, that some 27 unrecorded mermbers had purchased
memberships prior io the annual meeting, and thus there
were on that date 122 members. Defendants had, prior to
the annual meeting, attempted to "freeze” membership
siles, apparently for the purpose of ascertaining who
members were. The court quite properly found that the
"freeze" was not authorized by the By-Laws without
amendment thereto, and that the failure of the seller of
the membership to tum over the money to the proper
person would not deprive the person of their membership
rights. It is not contended by defendants that these funds
were placed absolutely beyond the reach of the associa-
tion by those who sold memberships, and the contention
that the mounies were not available for current expendi-
tires, and that those who had paid dues to Mrs. Bamett
{1nd others) were not members, must fail.

The By-Laws provide that 10% of the voting mem-
bers [**10] shall constitute a quorum at any membership
niceting. As reflected in the list of remaining members
after defendants departed, and as found by the court, 42
persons remained at the Y.W.C A. This clearly consti-
tuted a quorum for that annual meeting.

Since Mr. Larry Foutch; the President, had departed
{without cafling the mecting together), Mr. Glenn Setzer
catled the meeting to order. Defendants claim that be-
cause he was not an officer, (although he was a director)
and had been suspended from tmembership, he had not
the power to call the meeting to order or to conduct the
mecting, and the proceedings were therefore mvalid.
Section 58, p. 240, of Robert's Rules of Order, provides
{*63] that when the regular chairman is absent from a
futre meeang. the secretary. or in his absence, some
other member, should call the meeting to order. As re-
{ected by the minutes, Mr. Setzer did call the meeting to
order, "Since the officers were gone", and thereafier, Mr.
l.ewis Ellis was unanimously elected President Pro Tem.
It 15 therefore apparent that-no infirmity existed in-the
conduct of plaintiffs' meeting by reason of the call to
order by Mr. Setzer. Quite apparent also is the fact

[(**i1] that Mr. Setzer did not chair the meeting. Re-
maining, then, is the contention that Mr. Setzer had been
suspended from membership, and the ruling on this con-
tention may easily apply to the further contentions that
Mr. Carl Goatcher and Mr. Gary Chilcote were not au-
thorized to participate as members and could not be
elected as directors or officers because of purportedly
being expetled from membership.

Apparently as the result of dissension and disagree-
ment within the organization, a motion was made at both
the Board of Directors and the membership meetings of
September 6, 1970, that the President, Mr. Foutch, name
an Iovestigative and Discipline Committee "To investi-
gate the conduct and statements of individual members
and/or officers against the organization and its pelicies.
This committee is to have full power to investigate the
conduct and statements or actions that could be detri-
mental to the organization as presented by its Constitu-
tion and by laws and its over-all general purpose, with
full rights to suspend or expel persons or groups acting in
a manner destructive to the association in accordance
with the by laws and Robert's Rules of Order." The mo-

- tions were carried and [**12] Mr. Foutch named the

requested committee: Martin McNally, Lee Starnes,
Larry Foutch, Mrs. M. L. Thompson and Mrs. A. A.
Karl. There is no provision in the By-Laws covering
either suspension or expulsion of members.

The committee voted on September 9, 1970, to no-
tify Mr. Goatcher to appear on September 12, 1970, to
show cause why he should not be removed from mem-
bership. A notice was mailed by certified mail to Mr.
Goatcher, but the letter was returned marked "Refused”.
Mr. Goatcher testified in this trial that he did not receive
the notice of hearing from the Investigative and Discipli-
nary Committee, and the defendants produced no evi-
dence that it was Mr. Goatcher who refused the letter. At
any rate, by reason of his default of appearance the
committee declared Mr. Goather's membership forfeited
at its meeting on September 17, 1970.

It is oot clear from the rather disconnected, incom-
plete and incaherent records of the meetings of the Inves-
tigative and Disciplinary Committee whether a motion
was made and carried that Mr. Gary Chilcote be sum-
moned before the committee to show cause why he
should not be removed from the rolls of membership. At
any cate, he was notified to appear [**13] on October
26, 1970, at 8:15 p.oL, and he acknowledged the letter
and requested an alternative time of Sunday afternoon,
Oclober 25, because he was working on the night of Oc-
tober 26, as a newspaper reporter. The alternative date
was not accepted by the committee, which then on Octo-
ber 26, voted unanimously to bar Mr. Chilcote from
membership in the association.
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Robert's Rules of Order were not followed as to the” ™

procedure and hearings concerning the expulsion of Mr.
Goatcher and Mr. Chilcote. By Article 75, page 302 of
those rules, it is certainly contemplated that the Investi-
gative and Disciplinary Committee make a report to the
Society of its investigation, together with recommenda-
ticns and usually resolutions covering the case. It is then
contemplated that the member be cited before the society
for trial, and may then cross-examine witnesses, intro-
duce witnesses and make an explanation. The rules then
pravide that no member should be expelled by less than
two-thirds vote, which should be by ballot or by general
consent. "The members of the committee preferring the
charges vote {*64] the same as other members." It is
clear that neither Mr. Goatcher nor Mr. Chilcote [**14]
wure ever afforded an opportunity to appear before the
m:mbership and answer the charges -- rather the pro-
ceedings were conducted in the "star chamber" of the
Investigative and Disciplinary Committee. But aside
from having the opporfunity to have notice, appear and
defend, the minutes of the regularly called meeting at the
Y W.C.A. of December 6, 1970, at which plaintiffs were
piesent, and which has above been held to have been
velid, show that by a motion made, seconded and passed,
bath Mr. Goatcher and Mr. Chilcote were reinstated as
members in good standing (as were twelve persons who
had been posted by Mr. Lee Starnes as having been suos-
pended). Consequently, any infirmities in the acts of the
association, if so, were cured, and there is no merit in the
contentions that "expelled and suspended” members were
not entitled to participate in the acts of the association, or
that they had failed to exhaust remedies for reinstatement
within the association.

At the meeting of December 6, 1970, at the
Y.W.C.A,, the members present voted to remove all
elected officers and the Board of Directors from office.
As to removal of the Board of Directors, thecenrt cor-
rectly.hald-the vote to {**15] be a nullity- for the reason
that the terms of office of some of them-had not expired,
the terms being staggered. The By-Laws, Section 1, Ar-
ticle I, as amended, provided that there should be twelve
directors, four to be elected each year for three year
terms. Five officers elected by the membership, Mary
Chilcote, Treasurer; Delia Lamb, Corresponding Secre-
tery; Mary Maxwell, Recording Secretary; Carl
Cioatcher, Parliamentarian; and Mrs. Fred Camr, Histo-
rian, were by the By-Laws ex-officio members of the
Board of Directors. There were exiSting vacancie$ on
Liecember 6, 1970, only for directors’ positions for three-
year terms, and the members present did specifically fill
those vacancies by electing Lewis Ellis, Francis Ross,
Katherine Koch and Frank Popplewell. The members
weant on to elect eight more persons to directorships ex-
pirng in two years and i one year, respectively, for four
named directors for each of the staggered terins. But as

nioted, these cight persons filled unexpired terms of exist-
ing and improperly removed directors (as found by the
court). The court properly concluded that the existing
directors after the December 6, 1970 meeting included
the four elected for the [**16] three year terms, above,
and those who had been in office and whose terms ex-
pired with the annual meetings for 1972 and 1971, re-
spectively: Clara Stuber, M. J. McNally, Mrs. Larry
Foutch; and D. V. Frame, Vemm Coder and Gilbert
Pickett.

There is no merit in the contention that certain per-
sons could not be elected directors because they were not
members of the association. Section 355.130, RSMo,
1969, provides that directors need not be members of the
corporation unless its articles or By-Laws so require.
Neither the articles nor the by-laws here make such a
requirement either expressly or impliedly. With the five
ex-officio officer members of the Board of Directors,
together two other qualified directors, there was present
more than the one-third quorum required by the By- -
Laws, and thus it is of no consequence that the hold-over
directors were not present at the directors’ meeting.
Also, it is of no consequence that those absent hold-over
directors did not actually know that a directors’ meeting
was being held, or was to be held, because the By-Laws
provide that this meeting shall be held immediately or
directly following the annual meeting of the members
{above held to be a valid [**17] meeting).

At the December 6, 1970, directors’ meeting, Mr.
Frank Popplewell was elected President. Shortly thereaf-
ter he resigned, and a special board meeting was held at
which Mr. C.H. Potter was elected President. The min-
utes of that meeting do not reflect whether notice thereof
was given [*65] to all board members (including hold-
over directors) as required by the By-Laws. [t may be,
then, that the acceptance of Mr. Popplewell's resignation
and the election of Mr. Potter as President were void for
lack of such notice, and the case should be remanded to
ascertain that fact. In any event, the election of directors
and officers should not wholly fail by reason of Mr. Pop-
plewell's resignation inasmuch as the First Vice President
may under the By-Laws act in his place.

That part of the judgment finding that Mr. C.H. Pot-
ter was elected as President for 1971 is reversed and the
same is remanded for further hearing as to the suffi-
ciency of the notice of the Board of Directors’ meeting of
January 13, 1971, in all other respects, the findings,
conclusions and judgment of the trial court are not
clearly erroneous, and all other parts of the judgment are
therefore affirmed. |**18)

All concur,

ON MOTION FOR REHEARING
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493 S.W.2d 58, *; 1973 Mo. App. LEXIS 1256, **

In their petition for rehearing, appellants are correct
in stating that the opinion does not treat of the fact that
only ten direclors were elected at the respondents’ share-
holders” meeting of December 6, 1970, when the by-
laws, as amended, provide that twelve directors shall be
elected. The trial court did, however, cover the matter in
its finding by observing that the by-laws provide that
officers, who are pot directors, are members of the board
of directors, which could make a board of the maximum
size of seventeen. The court concluded that Francis Ross
and Katherine Koch held unexpired terms, making a
board of fifteen persons. Because Lewis Ellis and Francis
Rass were present along with the five officers as ex-
ofticio members of the Board of Directors, there was a
quorum present of more than one-third. The sharehold-
ers’ actions, in the opinion held to be valid, should not be
held to be a nullity because of failure to elect the full

number. Those duly elécted, and the hold-over mem-
bers, along with the officers may continue to conduct the
association's business and functions, and the matter may
be corrected by a future annwal {**19] sharcholders’
meeting (if in the interim years corrective action has pot
been taken). "An election of a less number of directors
than the number of directors than the number which the
meeting was called to elect is valid as to those actually
elected.”, 2 Fletcher, Cyclopedia Corporations, Sec. 291,
p. 77, State v. Du Brul, 100 Ohio St. 272, 126 N.E. 87,
90; In re Excelsior Insurance Company, (N.Y.) 38 Barb.
297, 300, "As before suggested, an omission to elect the
full number will not vitiate the election of the residue™;
In the Matter of Union Ins. Co. (N.Y.), 22 Wend 591; 19
Am.Jur.2d, Corporations, Sec. 1083, p. 531; 19 CJS,
Corporations, Sec. 716, p. 34; Schmidt v. Mitchell, 101
Ky. 570, 41 S.W. 929, 933; and Wright v. Common-
wealth, 109 Pa. 560, 1 A. 794, 796, In this and all other
respects, the petition for rehearing is overruled.



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
nules, 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 conceming 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
oi such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

[t 1s important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8()) 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 Lo 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
dctermination not to recommend or take Commission enforcement action, does not preclude a
proponent, 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
matertal.
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(See attached)
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May 4, 2007

Via Electronic Mail and Overnight Delivery

Basil P. Caloyeras
2041 West 139" Street
Gardena, CA 90249

Re:  Shareholder Proposal for 2007 Annual Mecting of Shareholders

Mr. Caloyeras:

The Company acknowledges receipt of your letier dated April 20, 2007 (the
"Proponent’s Letter") delivered by Robert C. Levy, Esq. on your behalf, regarding the
Torotel, Inc. (the "Company") 2007 annual meeting of sharcholders (the "2007
Shareholders Meeting"). A copy of the Proponent's Letter is attached hereto as Exhibit
A

The Proponent’s Letter contains a proposal (the "Proposal") for business to be
voted on by the sharcholders of the Company at the 2007 Shareholders Meeting. This
Letter serves to inform you that the Proposal does not comply with the requirements for
delivery of sharcholder proposals for inclusion in proxy materials under the federal
securities laws. This Letter outlines some of these deficiencies and provides information
on the timing of any response to this Letter or resubmission of the Proposal.

1. Statement _ Regarding Intent to Hold Requisite Shares Through 2007
Shareholders Meeting.

Rule 14a-8(b) of the Proxy Rules (Regulation 14A under the Securities
Exchange Act of 1934, as amended; we have attached a copy of Rule 14a-8 hereto as
Exhibit B} requires thal each shareholder submitting a proposal for inclusion in a
company's proxy materials affirmatively state its intention to hold the requisite securities
through the date of the meeting for which such proposal has been submitied. The
Company recognizes thal the Proponent's Letter contains such a statement; however, the
Company questions the veracity of such statement given the fact that you have granted
the Company an option, which the Company can exercise in its sole discretion, 1o
purchase all of the capital stock of the Company held by you. The aforementioned
option expires July 31, 2007. In light of the fact that this option clearly evidences your
intent to sell the capital stock of Company before the 2007 Shareholders Meeting if the
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Company chooses 1o exercise its option, the Company feels that the you have failed to
satisfy the requirements of Rule 14a-8(b).

2. One Proposal Rule.

The Company believes that the Proposal is, in fact, at least two proposals. Rule
14a-8(c) of the Proxy Rules provides that a shareholder may submit no more than one
proposal to a company for inclusion in its proxy materials for a particular shareholders
meeting. The Company requests that you withdraw one of the proposals contained in
the Proposal.

3, "Group" Activity.

The Company is also in receipt of shareholder proposals for the 2007
Shareholders Meeting from your siblings and peers including, Aliki Caloyeras,
Alexandra Caloyeras, Gary Wiglesworth and Daniel Shiffman. Given that (i) each of
these individuals appears to be represented by Mr. Levy (he submitted all of the
proposals together on April 20, 2007 and he requested copies of the Company's response
1o each proposal), (i} Aliki Caloyeras and Daniel Shiffman share the same address, and
(i1i) all of the proposals have similar structure and style, among other things, it is
reasonable to conclude that you and the others listed above may be acting as a “group”
as defined under the federal securities laws. To the extent you and the others listed
herein are acting as a “group” but have failed to fully disclose such "group” pursuant to a
Schedule 13D filing, each would be in violation of federal securities laws. The
Company advises you to consult with legal counsel on this matter to ensure you are not
violating federal securities laws. In light of this, the Company reserves the right to reject
your Proposal on substantive grounds and to further inquire with you regarding the
existence of such a "group.” If it were to be found that a "group” existed, the Company
may make the argument that all of the proposals submitted by you and the other
individuals listed herein should be aggrepated for consideration of a violation of the
"one proposal” rule discussed above.

4. Response to this Letter.

Under Rule 14a-8(f}, your response 1o this Letter must be post-marked or
electronically transmitted within fourteen calendar days from the date you receive this
letter (the "Response Period”). If you do not transmit your response or cure the
procedural defects (to the extent such defects can be cured) noted above within the
Response Period, the Company intends to seek a no-action letter from the Securities and
Exchange Commission under Rule 14a-8(j) to exclude the Proposal from the Company's
proxy materials.

Please be advised that even if you cure the defects identified herein, the
Company intends to submit a no-action request to the Securities and Exchange
Commission pursuant to Rule 14a-8(j) seeking to exclude the proposal for the reasons
set forth in Rule 14a-8(¢) and potentially one or more reasons set forth in Rule 14a-8(i).
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Please contact me at (816) 842-8600 if you have any questions.

Very truly yours,

.z -

{ A. Bo

Enclosures

cc: Torotel, Inc.
Vicloria R. Westerhaus, Esq.

DB)2/304018 0002775536911/
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April 20, 2007

Torotel, Inc.

620 North Lindenwood Drive
Olathe, Kansas 66062

Atin.: Secretary

RE: Notice of Shareholder Proposal

To the Secretary of Torotel, Inc.:

! I hereby submit the shareholder proposat attached hereto as Annex A to be voted upon at
the Annual Meeting of Shareholders of Torotel, Inc. (the “Corporation”) to be held on
September 17, 2007. | am the record and beneficial owner of 986066 shares of the
Corporation’s common stock, which I have held for more than one year and will continue
to hold through the date of the Annual Meeting of Sharcholders. My record address is
2041 West 139" Sireet, Gardena, CA 90249. [ do not have a material interest in the
business set forth in this proposal other than as a greater than 10% shareholder of the
Corporation.

| Respectfully submitted,

—— ﬁ

2041 West 13%th Street * Gardena, California 90249
Tel. 310.527.8100 *  Fax, 310.527.8101




Annex A

RESOLVED, that the shareholders of Torotel, Inc. (the “Corporation™} approve amending
Article Nine of the Corporation’s Anticles of Incorporation and adding a new Article at the end
of the Articles of Incorporation, that would have the effect of removing certain retated provisions
of the Corporation’s Amended and Restated By-Laws and preventing further amendment that
would have adverse effects on shareholder rights, which will read as follows:

Article Nine, as Amended:

“Only a majority of the Shareholders shall have the power to make,
alter, amend, suspend or repeal the By-Laws for the Corporation from
time to time.”

New Article to be Added at End of Articles of Incorporation:

“With respect 1o the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:
Article XIIL”

Supporting Statement

Limiting the ability of shareholders to take governance actions granted to them by law unduly
restricts their nghts and decreases shareholder value by preventing shareholders from legally
protecting their investment in the Corporation.

On June 30, 2006, the Board amended and restated the By-Laws lo restrici shareholders from
properly presenting and acting upon matters at shareholder meetings. The amendments
increased to two-thirds the sharcholder vote required to amend the By-Laws. These new By-
Laws are part of an overall plan by the current Board and management to retain excessive control
of the Corporation at the expense of shareholders.

The proposal restores to shareholders the power to exercise the full breadth of their rights under
Missouri law.

Please vote FOR this proposal.
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respect to a solicitation commenced by the registrani; or disclose such. information to any
person other than an employee, agent, or beneficial owner for whom a reguest was made to
the extent necessary to effectuale the communication or solicitation. The securily holder
shall return the information’ ptowd(,d pursuant to paragraph -(a){2) (i) of this section and
shall not retain any copies thereof or of mty information derived from such information after
the termination of the solicitation.

(e) The security holder shall reimburse the ‘reasonable expenses incurred by the
registrant in performing the acts requested pursuant to paragraph (a) of this section,
Notes to § 240. 14a-7. '

1. Reasonably promipt methods of dlstnbuhon to security holders may be used instead of
mailing. If an alternative distribution method s chosen, the costs of that melhod should be
cousidered where necessary rather than the costs of mailing.

2. When providing the information required by §240.14a-7{a) {1} (i7), i the registrant has
received affirmative written or implied consent to delivery of a single copy of proxy materials
10 a sharcd address i accordance with §240.142-3(e} (1), it shali exclude from the number of
recond holders lhoqe o whum it does nol havc 1o deliver a separate proxy smlemcnl

Amendment.

3.1 the registrant s sending the requesting security holder’s inaterials under
§240.14a-7 and receives a request from the security holder.to furvish the materials in the
forny amd masner described in § 240.14a-16, the ragislranl-musi accommodate that.request.

End of Amendment

|Adoplet in Relesse No. 34-378(A), September 24, 1935; amended by Release No. 34-1823,
August’ 11, 1938; Release No. 434775, December 11, 1952, 17 F. R 11431; Release No.
34-5276. January 30, 1956, 21 F. R. 578; Release No. 34-16357, effective December 31, 1979,
44 F. K. 68456; Release No. 3423789 (Y 84,044), effective January 20, 1987, 51 . R. 42048;
Release No. 34-31326 (1] 85,651}, cffective QOctober 22, 1992, 57 F.R. 48276, Release No.
34-35036 (Y 85,459}, eifective Decemnber 17, 1994, 59 F.R. 63676; kelease No. 34-37183
(1 85,805), effective June 14, 1996, 61 F.R. 24652; Release No. 33-7912 (Y 86,404), efective
December 4, 2000, 65 F.R. 65736; Release No_ 34-55146 (§ 87,745}, effective March 30, 2007,
T2F.R.4147.)

> Amended by Release No. 34-55146 (Y 87,745), eflective March 30, 2007, 72F.R. 4147,
Persons may not send a Notice of Internet Availability of Proxy Materinls fo shareholders prior
toJuly 1, 2007.

{424,012 Sharcholder Proposals
Rep. §240.140-8.

This section addresses when a company must include a shareholder’s proposal in its
proxy statensent and identify the proposal in its form of proxy when the company holds an
annual or special meeling of shareholders. In summary, in order to have your shareholder
proposal included on a company’s proxy card, and included along with any supporting
stalement in its proxy statement, you must be eligible and follow certain procedures. Under a
few specific circumslances, the company is permitted to exclude your proposal but only after
submitting its reasons to the Commission. We structured this secllon in a question-and-
answer format so that it is easier Lo undersland. The references to “you” are to a shareholder
secking to subinit 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 thé
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
shareholders to specify by boxes a choice between approval or disapproval, or abstention.

Federal Securities Lgw Reports Heg. §240i143'8 ﬂ 24,01 2
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Unless ollierwise indicated, the word “pruposal” as used in this section refers both Lo your
proposal, and to vour corresponding siaiement in support of your propusal (if any):

(b} Question 2: Who is eligible 1 submit a proposal, and huw do | demonstrate
o the company that [ am cligible?’

{1} In wrder 1o e cligible to submit a proposal, you must have continuously held at least
52,000 in mawket value, or 1%, of Lthe company s secrities entitled 1o be voted on the propusal
at the: meeting for al Yenst one year by the date you submil the proposat. You nwst continue
1o hold those securities through-the date of the meeting. -

(2) Il you are the registered holder of your securities, which means that your naine
appears i Lhe company’s records as a sharcholder, the company coan verify your eligibility
on ils own, althowgh you will still have to provide the company with a wrilten statetnent that
you intead (o continge 1o hold the sceuritics trough the date of the meeting of sharebold-
ers. However, if like snany shareholders you are not a registered holder, the company likely
does ol know that you are a shareholter, or how nimy shares you own. In this case, at the
tiwie you submit your proposal, you must prove your ligibility to the company in one of two
Wily's:

(1) The first way is to submil 1o the company 2 written stidement frmn the “record”
holder of your seenrities (usually a byoker or bank) verifying that, at the tinwe you submitted
your propusal, you continuously held the scenrities for al least one year. You must also
ichide your ows written statesent 1hat you intend 10 continue o hold the securities
threagh the dade of the meeting of sharehoiders: or

i The scevond way to prove ownership apphies only if vou have filed a Schedule 130
(§ 290,130 101), Schedule 133G (§ 240.150-102), Form 3 (§ 249.103 of this chapter), Form 4
§249.104 of this chaplert aind/or Form 5 (§249.105 of this chapler), or amendments {v
these deenments or updided forns, seflecting your owaership of the shares as of or before
the sdate on which the oneyear cligibility period begins, IF you have filed oue of these
Joenments with the SEC, vou nmyv demonstrate your cligibility by subwmitting to the
campany:

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

(B) Your written statement thal vou continnonsly held the required monber of shives
for the one-vear period as of the date of the statenient; and

{C) Your written statement that you intend to costinue ownership of the shares through
the dinte of the company's annual or special mecting.

) Question 3; How many propoesals may | submit?

Lseh sharcliolder way subiiit no more than one proposal Lo a coinpany for a particuln
sharchehlers” mecting,

(d) Question 4; How long can my proposal be?

The proposal, inchsding any acconypanying supporting statement. may not exeeced 500
words,

) Question 5; What is the deaddine for submilting & proposal? (1) Il you are
submitting your proposal for the company’s annual meeting, you can in most cases find the
deadling in last year's proxy statement, However, if the company did not held an anpual
meeting last year, ot has changed the date of its meeting for this year more than 30 days
from last year's meeting. you can uswally (ind the deadline i one of the company’s quarterly
reports on Form 10-Q (§ 249.308a of this chapter) or 10-QSB (§249.308b of this chapter), or
in sharcholder repurts of investinent companies under §270.30d-1 of this chapter of the
Investmient Comngany Act af 1940, I order 1 avoirl controversy, sharehiotders should submil
their proposals by means, including electronic means, that permit them w prove the date of
delivery. :

(2) The deadline is caleulated in the Jollewing manner U the propusal is submilted for a
regutarly scheduled annual mwefing, 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

124,012 Reg. §240.142-8 2007 CCH, All Rights Reserved.
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proxy stateinent redessed o sharchelders s conpection with the previvos year's annual
miceling. However, if the companty did uot huld an el meeting the previous year. or if the
date of this year's annuat mectiug has been changed by wore thine 30 days o the date of
the previous vear's mecting, then the deadline is o peasonable lime before the company
hegins Lo print and nail its proxy niaterials.,

G011 you are snbmitting your propasat tor i mecling of sharcholders other thim a
regularly scheduled anmed merting, the deadline is a reasonable e before the company
begins W print and mail its proxy materiols.

Amendment

(2) The deadline is calenlated in the following manger if the proposal is sulmitted for a
reputarly scheduled annuat mecting. The proposal must be receivad al the company's
principal executive offices net ess than 120 calendar days before the date of the company’s
proxy stateasent released 1o sharchellers e connection with he provious yeir's annoal
wecling. However, if the company did not hokd an annuat meeting the previous vea, or il the
date of this year's ansual meeting has been changed by more than 30 days from the date of
the previous year's meeting, thea the deadline is a reasonable Gine before the company
bepins to print and send its proxy materials, :

I vou are submitiing your proposal for a mecting of sharehulders other than a
regularly schedubed st meeting, the deadline i a reasonable time before the conipany
beging lo print and scrd its proxy materials,

End of Amendment

() Question 6: What i 1 fail to follow one of the eligibitity or procedural require-
moents explained in answers to Questions 1 through 4 of this section?

(1) ‘The company may cxclude your proposal, but ealy after it has notified you of the
problen, amd you have failed adequately o correct 8. Within 19 catendar days of receiviog
your proposal, the company must notily you in wiiling of any provedurml or eligibility
defciencies, o well ax of the time frame for vour response, Your respupse wst be
postusarked, or transmitied electronically, ne ater than 14 days from the dale yun recerved
the company's natification. A company ueetl not provide vou snely notiee of a deficiency it the
defiviency cannol be remedivd, such as if you fail e submit a propoesal by the conpany’s
preperly determinsd deadline, I the company intends to exelude the proposal. it will fater
have to make a subinission under § 240,608 el provide vou with a copy under Question 16
bolow, § 240.14a-B().

(2) I you fait in your promise 1o ol the reguired number of sceurities through the
dite: of the inceting of shorcholders, then the company will Be permitted 1o exclude all of
your proposals from its proxy matesials for any inceting held i the following two calendar
YUATS,

(1} Question 7: Who has the burden of persuvading the Commission or its stalf
that my proposal ¢can be oxclded?

Except as otherwise noted, the burden is o the company to demonstate (hat it is
cntitled to exclude a proposal.

(1) Question 8: Must [ appear personally at the shareholders’ meeting to present
the proposal?

(1) Either you, or your representative who is qualified under stale faw fu present the
proposal on your behalf, must attend the meeting to present the proposal. Whether yon
altend the meeting yourself or send o qualibed representative to the meeling o your place,
yotr should moke sure that you, or your representative, follow 1he proper stale Jaw prove-
dures for atlenting the meeting and/or presenting your proposal,

(2) Il the company holds its sharcholler mieeling in whule or in part via electronic
iedia, amd the company permits you or your representalive lo present your propusal via
such media, then vou may appear thiough elecironic media rather than traveling to the
meceting to uppear in person.

[The next page is 17,543-3.1
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G I vou or your qualified representative fail (o appear and present the proposal,
without oot cause, the company will be perniitted 1o exelide all of your proposals from its
proxy matertals for any meetings held in the fullowing two calendar years.

@) Question 9 11 T have complicd with the procedural requirements, on what
other bases may a company rely to exclude my proposal?

(1) tmproper under stale law: 11 the propusal is ot a proper subject for action by
sharcholders under the laws of the jurisdiction of the company’s erganization;

Nute to paragraph (i) 01): Depending on the subject matler, some proposals are not
cunsidered proper under state taw if they would be binding on the company it approved by
sharcholders. In our experience, mosl propusals that are cast as recommenditions or
requests that the board of direciors take specified action are proper under stale low.
Accorttingly, we will assume (hat 3 proposal drafted as a recommuendation or suggestion is
proper unless Ihe company demonstrales othenvise,

(2) Viotation of ke 1 the proposal would. if implesiented, cause the company tu violale
v slate, federal. or foreign faw to which it is subject;

Note tor paragraph (i) £2): We will pot apply this basis fur exclusion (o permit exclusion
of a proposal on gronnds that it woutd vielate feeeign law il complinnee with the Toreign law
wouthd result in aviolalion ot any state or federal Iiw,

() Vivlativa of praxy rides: 1f the proposad or supporting statement is comtrary to any of
the Commission’s proxy neles, including 2401409, which prohibits materially Glse or
misleading siatements in proxy soliciling materials:

(4) Persunal grievance; speciul interest: W the proposal relates o the redress of @ personal
claim oy gricvance against the company or any other person, or if it is designed 1o result in i
Denefil o you, or o further a personal interesl, which is not shared by the vihier sharehold-
ers al large:

(%) Kelevenee: 1 the propusal reliates o operations which aceount Jor less than 5 peseent
of the vompay's tolab asscts at the end o) its most recent fiscal year, and for fess than &
purcent of its net carnings and gross sates for its most recent fiscal year, and is nol othenvise
significantly rebted to the company™s business:

(1)) Absence of puwer/authority: I the company would lack the power or authority 1o
miplement the proposal;

{7y Management functions: 1 the proposat deals with @ matier relating o the company’s
ordiniry business operations;

{8y Relates to clection: 1} Ihe proposal relites 1o an clection for membuership on e
company's board of directors or anatogots governing body;

) Cenflicts with compaiy’s proposal: If the proposal directly conflicts witlt one of the
company’s own proposats b be submitted o sharchelders anthe sime meeting:

Note tu paragraph (i (9): A company’s sulamission to the Commnission under this
sectiun should specify the points of conflict with (the company’s proposal.

(10) Substastially implentented: i he company has alveady substantially implemented
e proposat;

{(11) Duplication: W 1he propusal substantially duplicates another proposal previvusly
submiticd to the company by another proponent that will be included in the company’s proxy
materials for the same meeting:

{12} Kesubmissions: I the propesal deals with substantially the saime subject matier as
anather proposal or proposals that has or have been previously inchwded i the company’s
proxy matevials withio the preceding 5 calendar years, a company may exclude it from its
proxy materials for any mevting held within % calendar years of (he last time it was inchided
il the proposul receivetd:

{i) Less than 3% of the vote & proposed once wiltlin the preceding 5 calendar years;

(it} f.ess than 6% of the vole on ils last submission 1o shareholders if proposed twice
previonsly within the preceding 5 calendar years; or

Federal Sccuritics Law Reports Reg §24ﬂ.1 4a-8 1[ 24,012
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(i) Less than 10% of the vote on s Jasl subimission to sharcholders if pruposed three
times or mare previously within the preceding 5 calendar years; and

(13) Specific amount of dividends: 11 the proposal relales to specific amounts of cash or
stock dividends.

() Question 10: What procedures must the company follow if it intends 1o
exciude my propusal?

(1) If the company intends 10 exclude a proposal from its proxy materials, it musl file ils
reasuns with the Commission no later than 80 calendar days before it files its definitive proxy
statemenl and form of proxy with the Commission., The company must simultancously
proviche you with a copy of its submission. The Commission stall may permit thie company to

124,012 Reg.§240.14a-8 £2007 CCH. All Rights Reserved.
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mmale s submission kter than 80 davs belvre the company liles its definilive proxy
statesnenl and form of proxy, i e company demonstrates good cause for missing the
deadline.

{2) The curnpany ntust file six paper copies of the Tollowing:

() The proposal:

(i) An explanation of why the company believes that it may exclude the proposal, which
shoulel, if possible, veler 1 the most recent applicable authority, such as prior Division
letters issued under the rule; and

(i) A supporting epinion of conmsel when such reasons are based on matters of state or
fureign law,

(k) Question 11: May 1 submit my own statement (o the Commission responding
Lo the company’s arguments?

Yes, vou ney subimit 3 response, bt it is ool required. You should ey to submit any
resporse 1o oy, with i copy Lo ihe compny, as soon as pessible after the commpany makes its
submissivn, This way. the Commission staf will have time to consider fully your submission
hefure it issoes its response, You shoukl submil six paper copies ol your response.

) Question 12: I e company includes my shareholder proposal in its proxy
mitterials, what information about nie must it include aleng with the proposal itsell?

(1) The company’s progy statement must include your nome and address, as well as the
wnber of the company’s voling securities that yow hold. However, instead of providing that
informatinn, the company may instead inclhude a statement that it will provide the information
to shareholders prompily upon receiving an oral or wrilten reguest.

(2) The company is notl responsible for the contents of your proposal or supparting
slatement.

(m) Question 13: What can | do if the company includes in its proxy stalement
rcasuns why it helicves shareholders shoutd not vote in favor of iy proposal, and 1
disagree with some of its statements?

(1} The company may elect lo include in its proxy statement reasuns why it believes
sharelilders should vote against your propesal. The company is alfowed (o make arguinents
reflecting its own poi of vicw, just as you niy express your own point ol view in your
propusal’s supporting staleimenl,

(2) However, if you believe that the company’s oppusition 1o your proposal contains
wmaterially false or misleading statements that inay violate our anti-raud rule, § 240.14a-9, you
shonld promptiy send to e Conunission stall and the company o lelter explaining the
ressons for your view, along with a copy ol the company’s stalenents opposing your
proposial. Tu the extent possibke, vour letter should include specific factual inforation
demenstrating the inaccuracy of the company’s claims. Time pennitting, you may wish to try
10 work ol your differences with the company by yoursell before contacting the Comuntis:
sion staff.

(3) We require the company (o send you a copy of its slatements oppusing your
proposal before it mails its prexy aterials, so that you may bring to our attenlion any
materially false or misleading statements, under the following timeframes:

Amendment -

(3} We require the company o serx] yon a copy of ils slatements opposing your
proposal before il sends its proxy materials, so thal you may bring to vur attention any
materially false or misleading stalements, vader the following timeframes:

End of Amendment

(i) U our no-aclion response requires that you make revisions to your proposal or
supporling slatement as a condition to requiring the company to include it in its proxy
materials, then the company musl provide you with a copy of its opposition statements no
later than 5 calendar days afler (he company receives a copy of your revised proposal; or

Federal Securitics Law Reports Reg. §240148'a 124,012




P

1205 Walrut Street

STINSON

Kansas Cily, MO 64106-2150

Tel (816) 842-8600
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WASHINGTON, DL

WICHITA

MORRISON
HECKER ur
May 4, 2007

Via Electronic Mail and Overnight Delivery

Alexandra Caloyeras
233 West 83" Street, Apt. 2d
New York, NY 10024

Re: Shareholder Proposal for 2007 Annual Meeting of Shareholders

-

Ms. Caloyeras:

The Company acknowledges receipt of your letter dated April 20, 2007 (the
"Proponent's Letter") delivered by Robert C. Levy, Esg. on your behalf, regarding the
Torotel, Inc. {the "Company") 2007 annual meeting of shareholders (the "2007
Shareholders Meeting"). A copy of the Proponent's Letter is attached hereto as Exhibit
A

The Proponent’s Letier contains a proposal (the "Proposal®) for business to be
voted on by the shareholders of the Company at the 2007 Shareholders Meeting. This
Letter serves to inform you that the Proposal does not comply with the requirements for
delivery of shareholder proposals for inclusion in proxy materials under the federal
securities laws. This Letter outlines some of these deficiencies and provides information
on the timing of any response to this Letter or resubmission of the Proposal.

1. Statement Regarding  Intent 1o Hold Requisite Shares Through 2007
Shareholders Meeting.

Rule 14a-8(b} of the Proxy Rules (Regulation 14A under the Securities
Exchange Act of 1934, as amended; we have attached a copy of Rule ]4a-8 hereto as
Exhibit B) requires that each sharcholder submilting a proposal for inclusion in a
company's proxy materials affirmatively state its intention to hold the requisite securities
through the date of the meeting for which such proposal has been submitied. The
Company recognizes that the Proponent's Letter contains such a statement; however, the
Company questions the veracity of such statement given the fact that you have granted
the Company an option, which the Company can exercise in its sole discretion, 0
purchase all of the capital stock of the Company held by you. The aforementioned
option expires July 31, 2007. In light of the fact that this option clearly evidences your
intent to sell the capital stock of Company before the 2007 Shareholders Meeting if the

DB02/800667 000277470664 .2
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Company chooses to exercise its option, the Company feets that the you have failed to
satisfy the requirements of Rule 14a-8(b).

2. "Group” Aclivity.

The Company is also in receipt of shareholder proposals for the 2007
Shareholders Meeting from your siblings and peers including, Basil Caloyeras, Aliki
Caloyeras, Gary Wiglesworth and Daniel Shiffman. Given that (i) each of these
individuals appears to be represented by Mr. Levy (he submitted all of the proposals
together on April 20, 2007 and he requested copies of the Company's response to each
proposal), {ii) Aliki Caloyeras and Daniel Shiffman share the same address, and (iii) all
of the proposals have similar structure and style, among other things, it is reasonable 1o
conclude that you and the others listed above may be acting as a "group” as defined
under the federal securities laws. To the extent you and the others listed herein are
acting as a "group” but have failed to fully disclose such "group” pursuant to a Schedule
13D filing, each would be in violation of federal securities laws. The Company advises
you to consull with legal counsel on this matter to ensure you are not violating federal
securities laws. In light of this, the Company reserves the right to reject your Proposal
on substantive grounds and to further inquire with you regarding the existence of such a
"group.” If it were to be found that a "group" existed, the Company may make the
argument that all of the proposals submitied by you and the other individuals listed
herein should be aggregated for consideration of a violation of the "one proposal” rule
discussed above.

3 Response 1o this Letter.

Under Rule 14a-8(f), your response to this Letter must be posi-marked or
electronically transmitted within fourteen calendar days from the date you receive this
letter (the “Response Period”). If you do not transmit your response or cure the
procedura! defects (1o the extent such defects can be cured) noted above within the
Response Period, the Company intends to seek a no-action letter from the Securities and
Exchange Commission under Rule 14a-8(j) to exclude the Proposal from the Company's
proxy materials.

Please be advised that even if you cure the defects identified herein, the
Company intends to submit a no-action request to the Securities and Exchange
Commission pursuant to Rule 14a-8(j) seeking 10 exclude the proposal for the reasons
set forth in Rule 14a-8(¢) and potentially one or more reasons set forth in Rule 14a-8(i}.

Please contact me at (816) 842-8600 if you have any questions.

Very truly yours,

A1

A. Bowh
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Enclosures

CcC:

D80./204018.0002/75536%1. 1/

Torotel, Inc.
Victoria R. Westerhaus, Esq.
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lexandra 3. Caloyexas
233 West 83¢ , ofipt 2d
New York, New Yok 10024

April 20, 2007

Torotel, Inc.

620 North Lindenwood Drive
Olathe, Kansas 66062

Attn.: Secretary

RE: Notice of Sharcholder Proposal
To the Secretary of Torotel, Inc.:

1 hereby submit the shareholder proposal attached hereto as Annex A to be voted upon at
the Annual Meeting of Sharcholders of Torotel, Inc. (the “Corporation™) to be held on
September 17, 2007. 1 am the record and beneficial owner of 986067 shares of the
Corporation’s common stock, which I have held for more than one year and will continue
to hold through the date of the Annual Meeting of Shareholders. My record address is
2041 West 139" Street, Gardena, CA 90249. [ do not have a material interest in the
business set forth in this proposal other than as a greater than 10% shareholder of the
Corporation.

Respecifully submitted,

cx?ﬂJra Z. Caloyeras




Annex A

RESOLVED, that the shareholders of Torotel, Inc. (the “Corporation™) approve amending the
Corporation’s Articles of Incorporation by adding a new Article to the Anticles of Incorporation
that would have the effect of removing certain provisions of the Corporation’s Amended and
Restated By-Laws, which will read as follows:

New Article 1o be Added at End of Articles of Incorporation:
“With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:

Article 11, Section 14.

Supporting Statement

On June 30, 2006, the Board amended and restated the By-Laws 1o restrict shareholders from
properly presenting and acting upon malters at shareholder meetings. These new By-Laws are
part of an overall plan by the current Board and management 1o retain excessive control of the
Corporation at the expense of shareholders.

The proposal restores to shareholders the power to exercise the full breadth of their nghts under
Missouri law.

Please vote FOR this proposal.



Exhibit B



2270 442007 Proxy Solicitation—§ 14{n) 17,541

respect 1o a solicitation commenced by the registrant; or disclose such information to any
person other than an employee, agent, or beneficial owner for whom a request was made to
the gxlent necessary lo effectuate the conupunication or solicitation. The security holder
shall return the information provided pursuant to paragraph (2)(2)(ii) of this section and
shall not refain any copies thereof or of any information derived from such information after
the lermination of the solicitation.

(e} The security holder shali rcimbursc the reasonable expenses incurred by the
registrant in performing Lhe acts requested pursuant to paragraph (a) of this section.

Notes to § 240). 14a-7. .

I. Reasonably prompt methods of distribution to security holders nay be used instead of
mailing. I an alternative distribution method is chosen, (he costs of that method should be
considered where necessary rather than the cosls of inailing.

2, When providing the information required by § 240.145-7(2) (1) Gi), if the registrant has
received affinnative wrilten or implied consent to delivery of a single copy of proxy materials
10 a shiared address i accordance with §240.140-3(c) (D), it shall exclude rém the number of
record helders those to whom it does not have to deliver a separate proxy statement.

Amendment _
3. If the registramt is sending the requesting security holder's materials under

§240.142.7 and receives a reguest from the security holder.to furnish the materials in the
forin and manner deseribed in § 240.14a-16, the registrant must accommodate that request.

End of Amendment

|Adopted in Reledse No. 34-378(A), September 24, 1935; amended by Release No. 34-1823,
August 11, 1938; Release No. 434775, December L1, 1952, 17 F. R. 11431; Release No.
34-5276, January 30, 1956, 21 F. R. 578; Release No. 34-16357, effective December 31, 1979,
44 F. R. 68456; Release No. 34-237589 (f) 84,044), effective January 20, 1987, 51 F. R. 42048;
Release No. 34-31326 (Y] 85,051}, cffective Oclober 22, 1992, 57 F.R. 48276; Release No.
34-35036 (Y 85,459), effective Decamber 17, 1994, 59 F.R. 63676; Kelease No. 34-37183
(5] £5.805). effective June 14, 1996, 61 F.R. 24652; Relense No. 33-7912 (Y 86;404), effective
December 4, 2000, 65 F.R. 65736; Release No, 34-55146 (] 87,7453, etfective March 30, 2007,
72F.R 4147.]

¥+ Amended by Release No. 34-55146 (11 87,745), effective March 30, 2007, 72 FR. 4147,
Persens may not send a Natice of Internet Availability of Proxy Materials to shareholders prier
toJuly 1, 2007.

11 24,012) Sharcholder Proposals
Reg. §240.14a-8. ]

This scction addresses when a company must include a shareholder's propesal in its
proxy statement and identify the proposal in ils form of proxy when the company holds an
annual or special meeting of shareholders, In summary, inn order to have your shareholder
proposal included on a company’s proxy card, and included along with any supporting
stalement jn its proxy statement, you must be eligible and follow ccrtain 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 a uestion-and-
answer format so that it is easier to understand. The references to “you™ are to a shareholder
seeking to submit the proposal. :

{2) Question 1: What is a proposal?

A shareholder proposal is your recommendation or requirement that the company and/
or its board of dircctors take action, which you.intend to present at a meeting -of the
company’s shareholders. Your proposal should state as clearly as pussible the course of
action that you believe the company should follow. If yoyr- proposal is placed on the
company's proxy card, the company must also provide in the form of proxy means for
shareholders to specify by boxes a choice between approval or disapproval, or abstention.

Federal Securities Law Reports Reg. 5240.143'8 1[ 24,01 2
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Unless otherwise ndicited, the word “propusal” as used in this section refers both to your
proposal. and (o your corresponding statenient in support of your propusal (f any):

(h) Question 2: Who is eligible to submit a proposal, and how do | demonstrate
1o the company that Eam eligible?

(1) In order to be eligibke tw submit a proposal, you st have continuously held at least
$2.000 i aarkel valae, or 1%, of the company’s sceurities cutitled 10 be voled on the proposal
al the meeting for al least one year by the date you submit the proposal. You must conlinue
1o hold thuse seewrities through e date o the meeting,

(2) N vou are the registered holder of your securities, which means that yous aanne
sppears in the company’s records as a shareholder, the company can verify your eligibility
an ils owi, although you will still have to provide the company with a wrilten statemen! that
you intend to continue lo hold the securilies through the dute of the imeeting of sharehold-
ors. However, if Tike niny shareholders you are not a registered holder, the company likely
does not know that you are 2 sharchokler, ur how many shares you own. In this case, al the
time you submit your proposal, you must prove your ehgibifity fo the company in one of two
wilys

(i} The first way s o submit 1o the company a wrillen stitemenl from the “record”
holder of vour securities (usually a broker or bank) verifying that, at the time you submitied
your proposal, you continwously held the securitiés lor at least one year. You mist also
include your own wiitlen stateinent that yon intemd to conlinue o hold the securilies
through 1he date of the meeting of shacholders; or

i} The sceomd way to prove ownership applics only if you bave filed a Schedale 13D
1§ 241 13d-101), Schedule 13G (§240.13d-102), Form 3 (§249.103 of this chapter}, Form 4
(§249.104 of this chapler) and/or Form 5 (§249.105 of this chapter), or amendments to
those docunwents or updated forms, refleciing yonr ownership of the shares as of or hefore
the date on which the onevear eligibility period begins. If you luwe filed one of these
documents with he SEC, you iy demsmslrale your eligihilily by subinitting 1o the
compiny'

(A) A copy of the schedule and/or form, amd any subseguent amendments reporling a
change i your ownership level;

(B) Your written stateiment Dl you contivueusly held the requived wumber of shares
for the one-year period as of the date of the statement; and

(C) Yonr written statement that yon intend 1o continue ownership of the shares through
the dite of the company’s annual or special meeting.

(©) Question 3¢ How many proposals may 1 submif?

Each stiarcholder nuy submit no more than one preposal o @ comypany for i particulay
sharcholters' meeting.

) Question 4: How long can my proposal be?

The proposal, including any accompanying supporting stalenient, may 1ot excicd 500
words.

() Question 5 What is the deadline for submilting a proposal? (1} If you are
subnsitting vour proposal for the company’s annual aweling, you can in most cases find the
deadline in last year's proxy stateinent. However, il the company did not hokl an annual
meeling tast year, or has changed the dute of its meeting fur this year more than 30 days
from lasl year's meeting. you can usnally find the deadline in one of the company’s quarterly
reperts on Form 10:Q (§249.308a of this chapter) or 10-QSB (§ 249.308b of this chapicr), or
i sharcholder reports of investment compmnies under §270.30d-1 of this chapter of the
Investmenl Company fct of 1940, In order to avoil controversy, sharehollers should submit
their proposals by means, including clectronic means, that permit them to prove the date of
delivery. . i

{2) The deadline is calculated in the following manncer if the proposal is submitted (or a
regularty scheduled annual neeting. ‘The proposal inust be received at the company’s
principal exceutive offices not less than 120 calendar days before the date of the company’s

124,012 Reg. §240.142-8 ©2007 CCH. All Righls Reserved.
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prosy stlement released to sharchollers in conncction with the previous vears soinal
meelings, However, i the company did sot hold an anmual meeting the previous vear, orif the
date of this vea's annual mecting s heen changed by more than 30 days rom the dlabe of
the previous year's mecting, fum the deadline is a reasonable ime before the company
hegins Lo priot and mail its proxy materials,

() I vou are submitting your proposal for « mecting of sharchobders other than a
regulaly scheduled st mecting, the deadline is a vessonable tme betore the company
begins (o print and mail its proxy materials,

Amendmoend _

) The deadline is calonlated in the following nanner i the proposal is submitied for a
regulacly schedulud nnual mecting. The proposat nmst be received at the company's
principal executive offices not tess than 124 calesdar dis before the dale of the company’s
proxy stifement refeased to sharehoklers in connection with the provious year's antuat
meeting. Bowever, il the company did not hiobl an ampal meeting the previous year, or il the
date: of this year's anntal mecting has been clianged by wore i 30 days from the date of
the previons year's wecting, then the deadline is o reasonable time bwfore the company
beging {o print and semd its proxy materials, .

(4} i you ave submilting your propesd for a mecting of shareholders other i 2
regularly selicdubed annval mecting, the deadling is a reasonable tiowe before the compoany
beggins to prind and send its proxy materials,

Fnd of Amendment

() Queston 6: What if | fzil t follow onc of tre eligibility or procedural require-
mients explained in answers fo Questions 1 through 4 of this section?

(1} The company may exelucde your propesal, but enly after it has notilied you of the
probiem, and vou have fatted adequately to cosrect it Within 14 calendar davs of receiving
your propusal, the company st notily von in writing of any procedimal o cligibility
deficioncivs, ax well as of the tme franwe Tor your response. Your response ntust be
postinarked, ur ternsiitted clecwronically. no later than L1 days frony the dite you received
the campany's notificativi, A company need aot provide you such notice ol a deficieney it the
deficieney cannot be romedicd, sach as it you @il lo submit a proposal by (he company’s
properly determiied deadline. 1f the connpany itends lo exclude the propesal, i will later
have to make 3 submission under § 240,158 and yrovide you with a copy under Question 10
helow, § 240 14a-8().

) 1f vou fail in your promise to bolt the required aumber of seenritics through the
date of the weeting of sharcholders, then the conmprmy will be permitted to exclude all of
your propesats fronn its proxy natertals for any meeting held i the lollowing two calendar
FUs,

(7) Question 7: Who has the burden of persuading the Commission or its stafl’
that my proposal can be excluded? .

Except as otherwise noted, the barden is on the company (o demuonstraie thai il is
entithed 10 exelude o proposal,

() Question 8: Must 1 appear personally at the shiarcholders’ mecting to present
the proposal?

(1) Fither von, o your representalive whe is qualificd wnder state law o present the
proposal on your behall, must attend the mesting to present the prupasal. Whether you
attend the meeting yoursell or send a qualified representative o the meeting in your place,
yaone shonld make sure tliat you, or your representative, folfow the proper slate law proce:
dares fov attendding the weeting and/or preseniing your proposal,

(2) 10 the company holds its sharcholder mweeting in whole or i parl via clectronic
media, amd the company permits you or your representalive to present your propusal via
such media, then you may appear through electronic media rther than traveling Lo the
weeting {o appear in person.

[The next payre is 17,543-3.)

Federal Securities Law Reports Reg. §240.142-8 124,012
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() If you or your qualified representative 1l to appear and present the proposal,
without good canse, the company will be permilted Jo exclode alb of your propesals from ils
proxy materials for any meelings hetd in the following two calendar years.

() Question 9; 1f 1 have complied with the procedural requirements, on what
other bases may a company rely to exclude my propusal?

(1) Improper under state faw: 1 the proposal s not a proper subject foy action by
sharcholders unter the Iaws of the jurisdiction of the company’s erganization;

Note to paragreph (i)(1): Depending on 1he subject matler, some proposals arc not
considered proper under stite law if they would be binding on the company if approved by
sharcholders. In our experience, most proposals thal are cast as reconunendations or
reguests that 1he buard of dircctors ke specified action are proper under state e
Accordingly, we will assume that a proposad driited as a recommendition ur sugiestion is
proper utless e company demonstrales olhenvise,

(2) Violation of taw: 11 the propesal would, if implemented, cause the comgany |o viokie
any state, Tederal, or forelgn law 1o which it is subject:

Nete to paragraph (0 (2): We will not apply this hasis for exclusion 1o perniit exclusion
of a propusal oa grounds that il would viekste foreign L if complianee willy the foreign law
woukl resull in a violation of apy state or federal s,

) Vinlation of proxy rudes: § the proposal or supporting stateiment is conlrary 1o any of
the Comsmission's proxy rules, inchiding §240.14a9, which prohibits materinlly false or
misteading slatements i proxy soliciting miaterials:

{4) Personal grievance; special interest: 1 the proposal relates w the redress ol @ personal
clainn e grievance against the company or auy other persen, or il is designed w resubtin o
benefit to you, or bo feether a personal interest, which is not shared by the other sharchohd-
vrs af kirge;

(%) Relevance: 10 the proposal relales o apevations which account {or less tan 5 pereemt
of the company’s tolal assets al the end ol its most recent fiseal year, and jor fess than 5
percent of ils net eamings and gross sales for its moxt recenl Gzeul year, and is not sthenvise
stenihcantly relited Lo the compuny’s business:

() Absence of power/authority: Il the company woukld lack the power or authority 1o
implement the propesal;

(7Y Managentent functions: IF the proposal deals with o matler relating tw the comgrany s
erdinary business uperations;

(8} Kelates to election: If the proposal refates 1o an clection for membership on the
comprny's board of directors or analogons poverning body:

() Conflicts with company’s proposad: 1 the propusal directly conflicts with one of the
company's own proposats to be submitted to sharcholders af the smne meeting:

Note (o paragraplt (i()(9): A company’s submission o the Commission wder this
section should specify the points of conflict with 1he company’s proposal,

(N0} Substantially implemented: 1 1he company has already substantially implemented
the propusal;

(1) Daplication: Il the proposal substantially duplicates ancether proposal previously
submitted to the company by anether proposent that will e incladed in the company’s proxy
matenats for the same meeling:

(12) Resubinissions: )f the propusal deals with substantially the same subject matter ;3
amother proposal or propusals that has or bave been previously included in the company’s
proxy materials within the proceding 5 calendar years, a company ney exclude it from s
proxy materials for uny meeting held within 3 calendar years of the last time it was included
if the proposal received:

(i) L.ess than 3% of the vote if proposed once within the preceding 5 calendar vears;

(i) Less than 6% of the vote on ils last submission lv sharcholders il proposed Lwice
previously within the preceding 5 calendar years; or

Federnt Sceurities Law Reports Reg. §240.14a-8 ﬂ24,01 2
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(it} Less than 10% of the vole on ils last submission to sharcholders if proposed Huce
limus of more previously wihin the preceding 5 colendar years; and

(13} Specific amonnt of dividends: I¥ the proposal selates to specific anwunts of cash or
stock dividends.

() Wuestivn 10: What procedures must the company folliw il it intends to
exclude my proposal?

(1) I the compeny intends to exclade a proposal from its proxy materials, it must file its
reasons with the Comnrission no later than 80 calendar days before it files its definitive proxy
statement and form of proxy with the Commission. The company must simulianconsly
provide you with a copy of its submission. The Commission stail may permit the company 1o

124,012 Reg §240.142-8 €2007 CCH, All Kights Rescrvel.
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make its submission Tater i 8) days belore 1he company Ies its definflive proxy
statenent and form of proxy, il the company demonstrates good cause lor missing the
deadline.

(2) The comprany nust file six paper copies of the fellowing:

(i} The proposal;

(i) An explanation of why the cosmpany befieves that it may exclude the proposal, which
should, if possible, refer to the most recent applicable authority. such as prioy Division
Telters issucd wnder the rule; ind

{iii) A.supporting opinion of counsel whien such reasons are hased on malters of state or
forcign law.

%) Question 11: May 1 submit my own statement o the Commission responding
to the company's argaments?

Yes. you nay submit a vesponse, but it is not required. You shuuld 1y 10 subniil any
response b0 us, with 1 capy tu the company, a3 soon as possible afler the company makes its
submission. This way, the Commission s1aff will have time to consider fully your subpnission
before it issues its response. You shoukl sulbmit six paper copies of your responss.

() Question 12: I the company includes my sharcholder proposal in its proxy
materials, what infurmation about me must it include along with the proposal itself?

(1) The company’s proxy stutement must include yowr nanme and address, as well as the
sumber of the company’s voting securities that you hokl. However, instead of providing thai
information, the vompany may instend include a stalement thas it will provide the informalion
1o sharehulders promptly upon receiving an oral or wrilten request.

() The company s not responsible for the contents of your proposal or supporting
statement.

(m) Question 13; What can § do if the company includes in its proxy statement
rensons why it believes shareholders should not vote in favor of my proposal, and |
disagree withe some of its statemenls?

{13 The compuny way elect to inclde in ifs proxy statement reasons why it belicves
sharehoklers should vote against your projeosat. The company is allowed to nuake drguments
reflecting its own point of view, Jusl is you niay express your own putnt of view in your
proposal’s supporting stalement.

(3 However. if you believe tht {he company’s oppositivn le your propusal contains
malerially fakse or misleading stalements that may violate our anti-fraud rule, § 2401409, you
should promptly scid to the Commission staff and the company a letter explaining the
rensonts for your view, along with 2 copy of the company's slalements oppusing your
propusal. Te the extent possible, your letter shoukl inclugle specilic factual information
demonstraling the inaccuracy of the company's claims. Time permitting, you may wish Lo try
to worle sut your differences with (he company by yoursell before contacting the: Commis-
sion stall.

(3) We require the company 1o send you a copy of ils statements oppusing your
proposal belore it mails its proxy matenals, so that you may bring 1o our altenlion any
materially false or misleading stalementx, under the foflowing timelrames:

Amendment

(3) We require the company 1o send you a copy of s statements oppusing your
propusal bgfore il sends its proxy materials, so that you may bring to our atlenlion any
materially false or misleading statements, under the following timeframes:

End of Amendment

{) If our no-action response requires thal yon make revisions to your propusal or
supporting stalement as a condition to requiring the company to include it in its proxy
materials. then the company must provide you with a copy of its opposition statements no
later than 5 calendar days after (he company receives a copy of your revised proposal; of
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May 4, 2007

Via Electronic Mail and Overnight Delivery

Aliki Caloyeras
7 West 96" Street, Apt. 9D
New York, NY 10025

Re:  Shareholder Proposal for 2007 Annual Meeting of Shareholders
Ms. Caloyeras:

The Company acknowledges receipt of your letter dated Aprit 20, 2007 (the
"Proponent's Letter"} delivered by Robert C. Levy, Esq. on your behalf, regarding the
Torotel, Inc. (the "Company") 2007 annual meeting of sharcholders (the "2007
Shareholders Meeting"). A copy of the Proponent's Letter is attached hereto as Exhibit
A.

The Proponent's Letter contains a proposal (the "Proposal"} for business to be
voted on by the shareholders of the Company at the 2007 Shareholders Meeting. This
Letter serves to inform you that the Proposal does not comply with the requirements for
delivery of shareholder proposals for inclusion in proxy materials under the federal
securities laws. This Letter outlines some of these deficiencies and provides information
on the timing of any response to this Letter or resubmission of the Proposal.

l. Statement Reparding  Intent to Hold Reguisite Shares Through 2007
Shareholders Meeting.

Rule 14a-8(b) of the Proxy Rules (Regulation I14A under the Securitics
Exchange Act of 1934, as amended; we have attached a copy of Rule 14a-8 hereto as
Exhibit B) requires that each shareholder submitting a proposal for inclusion in a
company's proxy materials affirmatively state its intention to hold the requisite securities
through the date of the meeting for which such proposal has been submitted. The
Company recognizes that the Proponent's Letter contains such a statement; however, the
Company questions the veracity of such statement given the fact that you have granted
the Company an option, which the Company can exercise in its sole discretion, to
purchase all of the capital stock of the Company held by you. The aforementioned
option expires July 31, 2007. In light of the fact that this option clearly evidences your
intent to sell the capital stock of Company before the 2007 Sharcholders Mceting if the
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Company chooses to exercise ils option, the Company feels that the you have failed 10
satisfy the requirements of Rule 14a-8(b).

2. One Proposal Rule.

The Company believes that the Proposal is, in fact, at least two proposals. Rule
14a-8{c) of the Proxy Rules provides that a shareholder may submit no more than one
proposal to a company for inclusion in its proxy materials for a particular shareholders
meeting. The Company requests that you withdraw one of the proposals contained in
the Proposal.

3. "Group”" Activity.

The Company is also in receipt of shareholder proposals for the 2007
Shareholders Meeting from your siblings and peers including, Basil Caloyeras,
Alexandra Caloyeras, Gary Wiglesworth and Daniel Shiffman. Given that (i) each of
these individuals appears to be represented by Mr. Levy (he submitied all of the
proposals together on April 20, 2007 and he requested copies of the Company's response
to each proposal), (ii) you and Danie! Shiffman share the same address, and (iii} all of
the proposals have similar structure and style, among other things, it is reasonable to
conclude that you and the others listed above may be acting as a "group” as defined
under the federal securities laws. To the extent you and the others listed herein are
acting as a "group” but have failed to fully disclose such “group” pursuant to a Schedule
13D filing, each would be in violation of federal securities laws. The Company advises
you to consult with legal counsel on this matter to ensure you are not violating federal
securities laws. In light of this, the Company reserves the right to reject your Proposal
on substantive grounds and to further inquire with you regarding the existence of such a
"group." If it were to be found that a "group” existed, the Company may make the
argument that all of the proposals submitied by you and the other individuals listed
herein should be aggregated for consideration of a violation of the "one proposal” rule
discussed above.

4, Response to this Letter.

Under Rule 14a-8(f), your response to this Letter must be post-marked or
electronically transmitted within fourteen calendar days from the date you receive this
letter (the "Response Period™). If you do not transmit your response or cure the
procedural defects (to the extent such defects can be cured) noted above within the
Response Period, the Company intends to seck a no-action letter from the Securities and
Exchange Commission under Rule 142-8(j) to exclude the Proposal from the Company's
proxy matenials.

Please be advised that even if you cure the defects identified herein, the
Company intends to submit a no-aclion request to the Securilies and Exchange
Commission pursuant to Rule 14a-8(j) seeking to exclude the proposal for the reasons
set forth in Rule 14a-8(e) and potentially one or more reasons set forth in Rule 14a-8(1).
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Please contact me at (816) 842-8600 if you have any questions.

Very truly yours,

Enclosures

cc: Torotel, Inc.
Victoria R. Westerhaus, Esq.

DB02/804018.0002/7553691.1/



Exhibit A



TNl AT A

Aliki Caloyeras
7 West 96" Street, Apt. 9D
New York, NY 18025
646-678-4054 (h) ~ 646-621-4041(m)

aliki@caloyeras.com
April 20, 2007
Torotel, Inc.
620 North Lindenwood Drive
Olathe, Kansas 66062
Atin.; Secrelary

RE: Notice of Sharcholder Proposal
To the Secretary of Torotel, Inc.:

1 hereby submit the shareholder proposal attached hereto as Annex A to be voted upon at the
Annua} Meelting of Shareholders of Torotel, Inc. (the “Corporation™) to be held on September
17, 2007. 1 am the record and beneficial owner of 986067 shares of the Corporation’s common
stock, which I have held for more than one year and will continue to hold through the date of the
Annual Meeting of Shareholders. My record address is 204} West 139™ Street, Gardena, CA
90249. 1 do not have a material interest in the business set forth in this proposal other than as a
greater than 10% shareholder of the Corporation.

Respectfully submitted,

g ——— T

Aliki 8 TCaloyeras

417753v -



Annex A

RESOLVED, that the shareholders of Torotel, Inc. (the “Corporation™) approve amending
Article Six of the Corporation’s Articles of Incorporation and adding a new Article at the end of
the Articles of Incorporation, that would have the effect of reducing the number of directors to
five and removing certain related provisions of the Corporation’s Amended and Restated By-
Laws, which will read as follows:

Article Six:
“The number of directors for the Corporation who shall be elected
from time to lime by a majority of the Shareholders is five.”

New Article to be Added at End of Articles of Incorporation:
“With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its entirety:

The first sentence of Article III, Section 2.

Supporting Statement

A smaller Board will facilitate more effective governance, reduce expenses and hold directors
more accountable to shareholders.

The proposal restores to shareholders the power to exercise the full breadth of their rights under
Missoun law.

Please vote FOR this proposal.
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respect to a solicitation commenced by the registraut; or disclose such information Lo any
person olher: than an employee, agent, or beneficial owner for whotn a requesi was made to
the extent necessary o effeciuate the commuication or solicitation. The security holder
shall return the information provided pursuant to paragraph (a) (2) (i} of this section and
shall not retain any copies thereof or o any information derived. from sach information after
the termination of the solicitation.

{e) The security holder shall reimburse the reasonable expenses incurred by the
registrant in performing the acls requested pursvant o paragraph (a) of this section,

Noles to § 240. 14a-7. .

1. Reasouably prompt methods of distribution to security holders inay be used instead of
mailing. If an alternative distribution method is chosen, the costs of that method should be
considered where necessary rather than the costs of inailing.

2. When providing the information recquired by § 240.14a-7(a} (1} Gi), if the registrant has
received affirmative written or implied consent to delivery of a single copy of proxy materials
(o a sharel address it accordance with § 240. 14a-3(ej (1), it shalt exclude from thé munber of
record holders those to whom it dees not huve to deliver a separate proxy statement.

Amendment.

3. If the, registrant is sciding the requesliﬁg securily holler’s malerials under
§240.14a-7 and receives a request from the sceurity holder.to furnish the materials in the
form and manner described in §240.14a-16. the registrant must accommaodate that regquest.

End of Amendment.

|Adopted in Release No. 34-378(A), September 24, 1935; amended by Refcase No. 34-1823,
August 11, 1938; Release MNo. 434775, December 11, 1952, 17 F. R. 1143]1; Rebease No.
345276, January 30, 1956, 21 F, R. 578; Release No. 34-16357, effective December 31, 1979,
44 F. R. 68456; Release No. 34-23789 (Y] 84,044), effective January 20, 1987, 51 ¥. R 42048;
Release No. 34-31326 (9 85.651), effective October 22, 1992, 57 F.R. 48276; Release No.
34-35036 (§ 85.459), ellective December 17, 1994, 59 F.R. 63670; helease No. 34-37183
{4] 85,805), cffective June 14, 1996, 6t F.R. 24652; Release No. 337912 (Y 86,404}, effective
December 4. 2000, 65 F.R. 65736; Release No. 34-55146 (4] 87,745}, effeclive March: 30, 2067,
72F.R 4117]

-+ Amended by Release No. 34-55146 (1 87, 745), effective March 30, 2007, 72 F.R. 4147,
Persons may nof send a Notice of Internet Availubility of Proxy Materials to sharcholders prior
to July 1. 2007. :

11 24,012] Shareholder Proposals
Reg. §240.14a-8. _

This scction addresses when a company must include a shareholder's proposal in its
proxy statement and identify the proposal i its form of proxy wiien e company holds an
annual or special meeling of shareholders. In summary, in order to 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 Lo exclude your praposal, but only after
sbmitting its reasons to the Comnission. We structured this section in a question-and-
answer formial so that it is easier to understand. The references to “you” are to a shareholder
seeking to subinit the proposal. ' '

(a) Question 1: What is & 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 thal you believe the company should folluw. If your. proposal is placed ou the
company’s proxy card, the company must alse provide in the. form of proxy means for
shareholders to specify by boxes a choice between approval or disapproval, or abstention.

Federnl Securities Law Reports Reg. §240.143‘8 ﬂ24,012



17,542 tixvhange Act—Proxics 2270 44217

Unless othierwise indicated, the word “proposal” as used in this section refers both to your
propasat, and to your corresponding statement in support of your proposak il any).

{1) Question 2: Whe is eligible to submit a proposal, and how de I demonsivate
to the company that | am cligible?

{13 Inorder to be eligible 16 submit a proposad, you must have continsesly held at beast
$2,000 in market vatue, or 1%, of the company's securitics entitied to be voled on the propusal
@ the mecting for at least ore year by the date you submit the proposal. You must continue
1o hold thuse securtties through the date of the meeting.

{2) If you are the regisicred hokler of your securitics, which means that your nae
appears in the company’s recortls as a sharcholder, the company can verily your eligibility
on its own, although you witl stilf have 10 provide the company with a writlen statement thal
you intual to vontinue to Lighd the seewities Mirough e date of the mecting of sharehold-
ors, However, if like many sharebollers you are not a registered holder, the company likely
does not know that you are 3 sharcholder, or huw many shares you gwn. In this case, o the
time you submil your proposal, vou must prove your cligibility 1o the company in one of two
witys:

(i) The firsl way is 1o submil lo 1w company a wrillen stalement from the “record”
holder of your securities {usuatly s broker or bank) verifying that, at the time you submitied
your proposal, vou continnously held the sceurities for al least one year, Yon must also
itelude your own written stalement thid you inleml to contione to hald the secorities
through the dine of the meeting of shirchohiers; or

(i) The second way 10 prove ownership applies only if you have liled a Schedule 13D
(§240.13d-101). Schedule 136G (§240.130-102), Form 3 (§249.103 of this chapler), Form 4
(5249104 of this chapter) and/or Formt 5 {§249.105 of this chapler), ur smendmenis to
those ducumentis or updated forms, reflecting your ownership of the shares as of or hefore
the date an which the one-year eligibility period begins, H you have fled one of these
docunienls with the SEC, you may demonstrate your cligibility by sulsnitting 1o the
company:

(A) A copy of 1he schedite and/or Torm, s any subsequent amendments reporting o
chiznge in your ownership level;

(13) Your written stalement thiti you continuously helil the required number of shares
for e oneyear period as of the date of the statement; and

() Your written statemuent that you intend {o continue ownership of the shares through
the dale of the company™s anmual or special mecting.

() {Question dr How many proposals may | submit?

Each sharcholder may submit no more than ene proposal o a compay for a partivulaw
shareholders” mecting.

() Question 4: How long can my propuosal he?

The propoesal, including any accompanying supporting statemenl, may a cxeeed KK
words,

(&) Question 5: What is the deadline for submitting a proposal? (1) I you are
submitling your proposal [or the compamy’s annual meeting, you can in mosl cases lind the
deadline in lost year's proxy statement, However, if the compary did not hold an annual
meceting last year, or has changed the date of its meeting for this year more than 30 days
froan last year's mecting, you can usually Bud (e deadline e one of the company’s quarterly
reports o1 Form 10-Q (§ 249,308 of this cliapter} or H-QSB {§249.308b of 1his chapler). or
in sharcholder reports of ivestment companies under §270.30d-1 of this chapter of the
Investment Company Act of 1940, In order to avoil controversy, sharcholders shoukd submit
their propesals by mcans, includiog electronic means, that permit them to prove the date of
delivery.

(2) The deadline is calculated i the fellowing manner if the proposal is submitted for a
regularly scheduted annual meeting. The proposal must be received @t the company’s
principal execulive offices not less than 120 calendar days before ihe dute of the company's

124,012 Reg. §240.142-8 ©2007 CCH, All Rights Reservedl.
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proxy sttement releised o shareholders in connection with the previous vear's sl
meeting. However, if the company did not hold an amual nweeting the previous year, or il the
date of this vear’s annual meeting has been changed by more than 30 days fron the date of
the provious year's meeting, then the deaxdline is o reasonible tinwe belore the company
Lepins Lo priod snd mail it proxy materials,

(3) I you are subnitling your prapusal for o mecting ol sharcholders other than a
regularly scheduled annual meeting, the deadline is o reasonable tinte before the company
begins to print and mail its proxy malerials.

Amendment

€3 T deadhing is caleolated in the following manner i the proposal is salimitted for i
regulardy schoeduled anmual mecting. The proposal wust be received at the company’s
prineipal excculive offices ot less than 120 ealendar days before the date of the compEny’s
proxy statenent released 1o shargholders i connection with the previous year's anttual
mwecting. Rowever, if the company did not hold i annual mecting the previeus year or if tie
tate of this year's snnuat meeting has been changed by more (lan 30 days from the date uf
the previous vear's meeting, then the deadiine is a reasenable time hefore the compny
begins to print and send 3t proxy materials,

() 1 vou are submilting vour proposal for a meeting of shareholders other than
regularly scheduled mmual meeting, the dedline is o reasonable time belore the company
begins to print and send its proxy materials.

End of Amendmnent

() Question 6: What if I fail to follow one of the eligibility or procedural require-
ments explained in answers to Questions 1 through 4 of this scction?

(1} The company may excludse your proposal, but euly after it has nolilivd you of the
prublem, and you have failed adequately to correct it. Within 14 calendar days of receiviog
vour proposal, e congemy must netify you in writing of any procedural or eligibility
deficicneies, as well as of the time frame for your response, Your yesponsc must be
postmarked, or transmitied electronically, no Fter than 14 days from the date you reeeived
the company's potification. A company need not provide you such notice of e deficicucy tlthe:
deficiency cammot be remedicd, such as il you il to submit a proposal by the company’s
propery deteemined demdline, I the company intends to exclude the proposal, it will Taler
have to make o submmission under § 2460 148 and provide you with a copy under Question 10
below, §240.14:e8().

() 11 vou il in your promise to hald the required number of sceurities through the
date of the meeting of shareholders, then the company will be permitted o exchude alt of
your proposals from ils proxy waterials for any meeting held in the followimg twi catendar
years.

(1) Question 7: Who hay the burden of persuading the Commission or its stafl
that iy proposal can he excluded?

Excepl as otherwise noted, the burden is on Une company to denonstrate that i i=
entitled 1o exclude a proposal,

{h) Question 8: Must 1 appear personally at the sharcholders” mecting to present
the proposal?

(i) Lither you, or vour representalive who is qualificd under state law 1o present the
proposal on your behall, must attend Hie meeling to present the proposal. Whellwr you
altend the meeting yourself or send a qualified representative 1o the mecting in your place,
you should make sure that you, or your representative, follow the proper st law proce
dures for atteiding the meeling mid/or presenting your proposal.

{2} If the company holds itx sharcholder meeting in whole or in part via electronic
media, aml the company permils you or your representative to presenl your proposal via
such media, then you may appear through electronic media vather than traveling to he
meeling to appear in person.

IThe next puge i 17.543-3.]
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) I you or your quakified representative fail Lo appear and present e propusal,
withoul goud couse, the company will be poritled to exclude alt of your propusats [rom its
proxy materials for sy meciings held in the: (oflmwing two calendar years.

(i) Queston @ 1f 1 have complied with the procedural requirements, on what
other bases nwy a company rely to exclude my proposal?

(1) Dbaproper nnder state law: 1 the proposal is not a proper subject for action by
sharcholders under the laws of the jurisdiction of 1he company’s organization;

Nole fo paragraph (i (1): Depending on the subject madter, soine proposals are nol
considereil proper under state law il they would be binding on the coinpany il approved by
sharcholders, 1 our expericnee, most propusals that are cast as recommendations or
cequests that the buard of directors ke specified action are proper onder stale Lisw.
Avcordingly, we will assunie that o proposal ibrafted as a reconunendation or suggestion is
proper unless e compaty demoasieates olherwise.

(2} Violation of low: 1§ the proposal would, if implemented. canse the company (e violal:
any state, federal, or forcign faw to whiclh it is subject;

Note to paragiaph (i) (2} We will not apply this basis for exclusion te pernil exchesion
of & proposal on gronnds that it would violsle foreign kw if complianee with thee fureign faw
woull resull in aviokition of any stale or federabiaw,

() Violation of proxy rides: 10 the proposal or supporting stalement is conlrary Lo any ol
the Commssion’s proxy rules, tncluding § 2401409, which peohibits materially false or
tnislesding statements v proxy soliciling malerials:

(1) Personal grievance; special interest: IV 1he proposal relates 1o the redress of a personal
claisn or gricvance against the company or any uther person, or if it is designed to result ina
Beneht to you, or o futher a persomd inlerest, which is not shared by the oiher sharehokl-
ors al large;

(5) Relepance; H the proposat relates 1o wperations which account for less than 5 percent
of the company's Il assets at the coel of ils most recent fiscal year, and for less than 5
percent of its net carmings and gross sales for its most recent fiscal year, and is not otherwise
stznificantly relaled to i company’s business:

(6) Absence of power/antierity: 1§ the comprmy would fwk tlue power or authority (o
imiplement the proposal;

{7y Management functions: 11 the propoesal deals with a matier relating o the compriny’s
ordinary business operations:

(8) Fedates to election: 1f the proposal velates 1o an clection for membership on the
cumpany’s buard of directers or analogons governing body:

O} Cwaflicts with compuny’s proposal: 1 the proposal dirccily conllicts with one of the
company’s own proposals 1o be submiticd o sharcholders al the same meeting;

Note tv paragraph ()¢9} A company’s submission to the Commission under 1hix
section should specify the points of conflict with the company’s propusal.

(10} Substantially implemented: 10 (e company has already subsiuntially implemented
the proposad;

(11} Duplication: 1 the proposal substantially doplicates another proposal previously
subtuitted (0 the comgrany by another proponent that will he included in the company's proxy
malerials for the sanw meeting:

(12) Resubmissious: H the propusal deals witl substantially the smue subject matler as
annther propoxal or proposals that has or lave been previously included in the compuiy's
praxy malerials within the preceding 5 calendar years, a compauy oy exclude it from its
proxy masterials for any meeting held within 3 calendar years of the last time it was inclhaded
it the proposal receiverd:

() Less han 3% of the vote if propesed once within the preceding 5 calendar years;

(i) Less than 6% of the vote on its 1ast submission to sharcholders if propused wwice
previeusly wittin the preceding 3 calendar years: or

Federal Sucuritivs Law Reports Req. §240.142-8 9124,012
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(i) Loss than 10% of thie vote on ils fast submission to shareholders if proposed three
fimes or more previously within the preceding 5 calendar years; and

(13} Specific amount of dividends: It the proposal relates to specific amounts of cash or
stock dividends

() Question 10: What procedures must the company lollow if it inlends Lo
exclude my propusal?

(1) If the company intends to exciudh: a propusal from s proxy malerials, it must file its
reasons with the Commssion no later than 80 calendar days before it files its definilive proxy
statement and form of proxy with the Comnmission. The compay must simullancously
provide you with a copy of its submission, The Commission stall may permil the company to

24,012 Reg. §240.142-8 ©2007 CCH. All Rights Rescrved.
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make ils submission Iater than B0 days before the company files its definglive prosy
statepent sl fore of proxy. H the company demonstrates good cause fur missing the
deadline.

(2) 1l company must Ble six paper copics of the following:
(i) The propusal;
{1y An explanation of why the company believes that it may exclude the proposal, which

should, if pussible, refer to the most recent applicable authority, such as prior Division
letters isued under the vale; wnd

(i) A-supporting opinioi of counset when such reasons are based o natters of stile or
loreign law,

(k) Question 11: May | submil my ovn statement o the Commission respunding
{0 the company’s arguments?

Yex, you way suboid a response, bul it is sot required. You should try (o submit any
responsc o us, with a copy to e company. as soon as possible alter (he company makes its
submission. Fhis way, the Commission stall will have thue to consider fully your submission
hefore it issues its response, You should submit six paper copies of your response.

(I} Question 12: If the company includes my sharcholder proposal in ils proxy
materials, what information about e most it include along with the proposal itself?

{1) The campany's proxy stafement st inclusde your name anel adilress, as well as the
number of the company’s voling secitrities that you hold. However, instead of providing that
itfowrmation. the company may instead inclide o statement thal it will provide the information
lo sharcholdees promptly upon recciving an oral or wrilten request.

(2) "1 company is nol responsible foe the contents of your propusal or supporting
stiement.

{m) Question 13: What can | do if the company includes in its proxy statement
reasons why it belicves shareholders should not vote in favor of my proposait, and |
disagree with some of its statements?

(1) The company may elecl o include o its proxy statement reasons why it believes
shareholders shoubd voie 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 stalement.

(2) However, if you believe that the company’s opposition to your proposal contains
materially false or misleading stadements that may violale our anti-fraud rile, § 240.14a-5, you
should prostly sened o the Commission stafl and the company a fetter explaining the
reisons for your view, along with a copy of the company’s slalements oppusing your
proposal. To the extent possible, your letter shoukd include specific factual infortation
demonstraling the inacetracy of the company’s claims. Time permitting, you may wish to try
o work out your differences with the company by yoursell before contacting the Comnmis-
sion stalf,

{3) We require the company 1o sentd yon a copy of ils statements opposing your
propusal before it mails its proxy materials, so (hal you may bring to our attenlion any
materially false or misleading statements, under the following timeframes:

Amendment

(3) We require the company lo send you a copy ol ils statemenis vpposing your
proposal before it sends its proxy malerials, so that you may bring Lo our attenlion any
materially false or mislending statements, under the following timefrmmoes:

End of Amendment

(i} U our ne-action response requires thal you make revisions 1o your proposal or
supporiing statement as a condition to requiring the company to include it in its proxy
materials, then the company must provitde you with a copy of ils opposition statemems no
later than 5 calendar days afier the company receives a copy of your revised proposal; or

Federal Securities Law Reports Reg. 5240.143‘8 1] 24,01 2
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Victona R, Weslerhaus

Kansas City, MO 64106-2150

Tel (B16) 842-8600
Fax (816)412-7363

KANSAS CITY
OVERLAND "ARK
WICHITA
WASHINGTCN, ».C.
FHOENIX

ST LOUIS

OMAHA

JEFFERSON €Ty

— STINSON {816) 691-2427
MORRISON vwesicrhaus@stinson.corm
HECKER ., www.5linson.com

May 4, 2007

Via ELECTRONIC MAIL AND FEDERAL EXPRESS

Mr. Daniel Shiffiman
7 West 96" Street, 9D
New York, NY 10025

Re:  Shareholder Proposal for 2007 Annual Meeting of
Shareholders

Dear Mr. Shiffman:

On behalf of Torotel, Inc. (the “Company™), we acknowledge receipt of your
letter dated Apnl 20, 2007, hand delivered by Robert C. Levy, Esq. on your behalf,
regarding the Company’s 2007 annual meeting of shareholders (the “2007 Shareholders
Meeting™). A copy of your letter is attached hereto as Exhibit A.

Your proposals have failed to meet the technical requirements of Rule 14a-8
of the Proxy Rules (the “Proxy Rules”) under the Securities Exchange Act of 1934, as
amended and, therefore, the Company intends to exclude the proposals from the
Company’s proxy materials for the 2007 Sharcholders Meeting. Specifically, Rule
14a-8(b)(1) of the Proxy Rules requires that in order to be eligible to submit a
proposal, you must 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 2007
Shareholders Meeting for at least one year by the date you submit the proposal. This
reason for exclusion of your proposals in no way serves as a waiver of any other
reasons for exclusion. For your convenience, attached hereto as Exhibit B is a copy
of Rule 14a-8.

If you incorrectly stated your number of shares of Company common stock,
you may correct this deficiency in accordance with Rule 14a-8(f) of the Proxy Rules,
which requires that your response to this Letter must be post-marked or electronically
transmitted within fourteen calendar days from the date you receive this letter (the
“Response Period”). If you do not transmit your response or cure the procedural
defects (1o the extent such defect can be cured) noted above within the Response
Period, the Company intends to seek a no-action letter from the Securities and
Exchange Commission under Rule 14a-8()) to exclude your proposals from the
Company’s proxy materials,

DBO2/BG4018.0002/7553432.1/




Mr. Daniel Shiffman
May 4, 2007
Page 2

Please be advised that even if you cure the defect identified above (to the
extent it can be cured), the Company intends to submit a no-action request to the
Securities and Exchange Commission pursuant to Rule 14a-8(j) seeking to exclude
your proposals for the reasons set forth in Rule 14a-8(c) and potentiatly one or more
reason set forth in Rule 14a-8(i).

Please contact me at (816) 691-2427 if you have any questions.

Very truly yours,

STINSON MORRISON HECKER vLLp

y S

Victoria R. Westerhaus
VRW/kjb

ce: Torotel, Inc.
Robert C. Levy, Esq.



EXHIBIT A

Daniel ShifTman
7 West 96 St., 9D
NY, NY 10025
917-374-7063
daniel@shiffman.net

April 20, 2007

Torotel, Inc.

620 North Lindenwood Drive
Olathe, Kansas 66062
Attn.: Secretary

RE: Notice of Shareholder Proposal
To the Secretary of Torotcel, Inc.:

I hereby submit the sharcholder proposal attached hereto as Annex A to be voted upon at the
Annual Meeting of Shareholders of Torotel, Inc. (the “Corporation®) to be held on September
17, 2007. I am the record and beneficial owner of 1400 shares of the Corporation’s common
stock, which I have held for more than one year and will continue-to hold through the date of the

Annual Meeting of Shareholders. My record address is 7 W/t 3(o & 8% ~,°ID 1
do not have a material interest in the business set forth in this proposal. M{J MY LoD2S”
Respectfully submitted, '

07—

Daniel Shiffman

41170



Annex A

RIESOLVED, that the shareholders of Torotel, Inc. (the “Corporation™) approve amending
- Article Six of the Corporation’s Articles of Incorporation and adding a new Article at the end of
the Articles of Incorporation, that would have the effect of requiring each member of the board
of directors to be elected annually and removing certain related provisions of the Corporation’s
A:mended and Restated By-Laws, which will read as follows:

Article Six-—Add after the first sentence of Article Six the following:

“The term for all directors currently serving as directors shall expire
at the Annual Meeting of the Shareholders to be held on September
17, 2007. Thereafter, each director shall serve a term of one year and
untif his successor is elected and qualified.”

New Article to be Added at End of Articles of Incorporation:
“With respect to the By-Laws in effect as of the date of this
amendment, the following provisions are hereby revoked in its
entirety: All provisions of Article IH, Section 2, except for the first

sentence of the same.”

Supporting Statement

A Board, in which members serve one-year terms, will facilitate more effective governance,
reduce expenses and hold directors accountable to shareholders. A classified Board restricts the
Corporation’s ability to engage in reorganization transactions.

The proposal restores to shareholders the power to exercise the full breadth of their rights under
Missoun law and hold directors accountable to shareholders.

Please vote FOR this proposal.



EXHIBIT B
2270 - 442007 Proxy Solicitation—§ 14(a) 17,541

respect to a solicitation commenced by the registrant; or disclose such information to any
person other.than an employee, agent, or.beneficial owner for whom a request was made to
the extent necessary, to. effectuate the communication. or solicitation. The security holder
shall return the information’ prowded pursuant to paragraph {a} (2¥(ii}  of this section and
shall not retain any copies thereof or of any information denved from such information after
the termmanon of the solicitation.

(e} The security helder shall reimburse the reasenable expenses incurred by ‘the
registrant in performing the acts requested pursuant to paragraph (a) of this section.

Notes to §240. 14a-7.

1. Reasonably prompt methods of d:stnbunon to security holders may be used instead of
maifing. If an alternative distribution method is chosen, the costs of that methed should be
considered where necessary rather than the costs of mallmg -

2, When provudmg the information required by § 240,14a-7(a) (1) (1), ifthe reg|strant has
received affirmative wrilten or implied consént to delrvery of a single copy of proxy materials
to a shared address in a¢cordance with § 240.14a-3(e} (1), it shall exclude from the number of
record holders those to whom it does not havc to deliver a sepamte proxy statemeul.

Amendmem

3. If the regisirant is sendmg the requesbng security holder’s materials under
§240.14a-7 and receives a request from the security holder.to fumish the materials-in the
form and manner described in § 240.14a-16, the registranl- must accommodate that request.

End of Amendment

fAdopted in Reledse No. 34-378(A), September 24, 1935; amended by Release No. 34-1823,
August 11, 1938; Release No. 434775, December 11, 1952, 17 F. R 11431; Release No.
34-5276, January 30, 1956, 21 F. R. 578; Release No. 34-16357, effective Deccmber 31, 1979,
44 F. R. 68456; Release No. 34-23789 (1] 84,044}, effective January 20, 1987, 51 F. R 42048;
Release No. 34-31326 (Y 85,051), effective October 22, 1992, 57 F.R, 48276; Release No.
34-35036 (] 85,459), eflective December 17, 1994, 59 F.R. 63676; Kelease No. 34-37183
(g 85,805), effective June 14, 1996, 61 F R. 24652; Release No. 33-7912 (4 86;404), effective
December 4, 2000, 65 F.R. 65736; Release No. 34-55146 (1 87,745}, effective March 30, 2007,
72 F.R. 4147.]

¥+ Amended by Release No. 34-55146 (Y 87, 745), effective March 30, 2007, 72 F.R. 4147.
Persons may not send a Notice of Intemet Avallability of Proxy Materials to shareholders prior
toJuly I, 2007.

(124,012] Shareholder.Pioposu!s
Reg. §240.14a-8

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 to 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 ehg:ble 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 a question-and-
answer formal so that it is easier to understand The re{erences 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
shareholders to specify by boxes a choice betwegn approval or disapproval, or abstention.

Federal Securities Law Reports Reg. §240.14a8 9]24,012
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Unless otherwise indicated, the word “proposal” as used in this section rc_fers both to your
proposal, and 1o your corresponding slatement in suppori of your proposal (if any):

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

(1) In order to be cligible to submit a pruposal. you must have continuously held at least
§2,000 in snarket value, or 1%, of the rompany’s securities entitled to be vated on the proposal
al the meeting for at Icast one year by the date you submit the proposal. You must continue
to hold those securities through the date of the meeting.

(2} Il you are the registered holder of your securities, which means thal 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 fo provide the company with a wrilten statement that
you intend to continue o hold the securities through the date of the meeting of sharehold-
ers. However, if like many shareholders 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 subniit your proposal, you must prove ‘your eligibility to the company in one of two
ways:

i) Me first way is to submit 1o the company a written statemenl from the “record”
holder of your securitics {usually a broker or bank) verifying that, at the time you submitted
your proposal, you continuously held the securitiés for at leust 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

(1) The second way to prove ownership applies only if you have filed a Schedule 13D
(§240.13d-101), Schedule 13G (§240.13d-102), Form 3 (§249.103 of this chapter), Form 4
(§249.104 of this chapter) and/or Form 5 (§249.105 of this chapter), or amendments to
those documents or updated forms, reflecting your ownership of the shares as of or before
the date on which the onevyear eligibility period begins. If you have filed one of these
documents with the SEC, you may demonstrate your cligibility by submilling to the
company:

(A) A copy of the schedule and/or form, and any subsequent amendnients repomng a
change in your ownership leve);

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

(C) Your wnitten statciment that you intend to continue ownership of the shares through
the date of the company’s antiual or special meeting.

{c) Question 3: How many proposals may I submit?

Each shareholder may subimit no more than one proposal 1o a company for a particular
shareholders’ meeting.

{tl) Question 4: How long can my proposal be?

The proposal, inchuling any accompanying supporiing statement, may net exceed 500
words,

(e) 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 fast year, or has changed the date of its meeting for this year more than 30 days
from lasl year's meeling, you can usually Gnd the deadline in one of the company’s quarterly
reports on Form 10-Q (§249.308a of this chapter) or 10-QSB (§249.308b of this chapler), or
in shareholder reports of investinent companies under §270.30d-1 of this chapter of the
Investinent Company Act of 1940, In order to avoid controversy, shareholders should submit
their proposals by means, mcludlng electronic means, that permit them tov 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 belore the date of the company’s

124,012 Reg. §240.142-8 ©2007 CCH. All Rights Reserved.
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proxy stalement released to shareholders in connectivn with the previous year's annual
meeling. However, if the company did not hold an annual meeting the previous year, or il the
date of this year's annual meeting has been changed by more than 30 days from the date of
the previous year's meeling, then the deadline is a reasonable time before the company
hegins to print and mail its proxy materials.

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

Amendment

(2) The deadline is calculated in the following manuner if the proposal is submitted for a
regularly scheduled annual meeling. ‘The proposal must be received at the company’s
principal executive offices nol less than 120 calendar days before the date of the company’s
proxy stalement released 1o shareholders in connection with the previous year’'s anual
mecling. However, if the company did not liold an annual mecting the previous year, or if the
date of this years annual mecting has been changed by more than 30 days from the date of
the previous year's meeting, then the deadline is a rcasonable time before the company
begins to print and send its proxy matenals.

{3) If you are submilling your proposal for a meeting of shareholders other than a
regularly scheduled annual meeting, the deadline is a reasonable time before the company
hegins to print and send its proxy materials.

End of Amendment

() Question 6: What if | fail to foltow anc of the eligibility or procedural require-
ments explained in answers to Questions 1 through 4 of this section?

(1) The company may exclude your proposal, but only afler it has notified you of the
problem, and you have failed adequalcly to correct il. Within 14 calendar days of receiving
your propusal, the company must notily you in writing of any procedural or eligibility .
deliciencies, as well as of the time frame for your response. Your response must be
pustmarked, or transmilted electronically, no later than 14 clays from the date you received
the company’s notification. A company need not provide you such notice ol 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 1o exclade the proposal, it will later
have to make 2 submission under § 240 14a-8 and provide you with a copy under Question 10
below, § 240.142-8().

() If you fail in your promise to hold the required number of securities through the
date of the meeting of shareholders, then the conpany will be permitted to exclude all of
your proposals from its proxy materials for any mceting held in the fellowing two calendar
years,

{g) Question 7: Who has the burden of persuading the Commission or its staff
that my proposal can be excluded?

Excepl as otherwise noted, the burden is on the company to demonstrale that it js
entitled to exclude a proposal.

(h) Question 8: Must I appear personally at the shareholders’ meeting to present
the proposal?

(1) Either you, vr 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 yoursell or seud a qualified representative to the meeting in your place,
you should make sure thal you, or your representative, follow the proper stale law proce-
dures for attending the meeting and/or presenting your proposal.

{2) Il the company holds its shareholder meeting in whole or in part via electronic
media, and the company permils you or your represeniative to presen! your proposal via
such media, then you may appear through electronic media rather than traveling to Lhe
mueling to appear in person.

{The next page Is 17,543-3.]
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{3 If you or your qualified representative il to appear and present the proposal,
withoul good cause, the company will be permiticd to exclude all of your proposals from its
proxy materials for any meetings held in the (ollowing two calendar years.

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

{1} baproper under state law: 1f the proposal is not a proper subject for action by
shareholders under the laws of the jurisdiction of the company’s organization;

Note to paragraph (i) (1): Depending on lhe subject mafter, some proposals are not
considered proper under state law if they would be binding on the company if approved hy
shareholders. In our experienve, most proposals that are cast as recommendations or
requests that the board of directors take specilied action are proper under state law.
Accoridingly, we will assume that a proposal drafted as a recommendation or suggestion is
proper unless the company demonstrales otherwise.

(2) Violation of law: Il the proposal would, if implemcented, cause the company to violate
any state, federal, or foreign law 1o which it is subject;

Note to paragraph (i) {25 We will not apply this basis [or exclusion te permit exclusion
of a proposnl on grounds that it would violate foreign law if compliance with the foreign law
wonld result in a violation of any state or federal law.

(3) Violation of proxy rules: Il the proposal or supporting statement is contrary to any of
the Commission’s proxy rules, including §240.14a-8, which prohibits materially false or
misleading stalements in proxy soliciting materials;

(4) Personal grievance; special iuterest: 1§ Lhe proposal relates to the redress of a personal
claim or gricvance against the company or any other person, or if it is designed lo result in a
benefit to vou, or to further a personal interest, which is not shared by the other sharehold-
ers al large;

(5} Relevance: If the proposal relates to operations which account for less than 5 percent
of the company’s total assets at the end ol Hs most recent fscal year, and lor less than 5
percenl of its net carnings and gross sales for its most recent fiscal year, and is not otherwise
significantly related to the company’s business:

(6) Absence of power/anthority: H the company would lack the power or authority to
implemient the proposal;

{7y Management functions: 1t the propusal deals with a matter relating to the company’s
ordinary business operations;

(B) Relates to election: 1l the proposal relales to an election for membership on the
company’s board of direclors or analogous governing body,

(9) Conflicts with company’s proposal: 1f the proposal directly conllicts with one of the
company's own proposals to be submitted to shareholders at the same meeting;

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

{10) Substantially implemented: If the company has already substantially implemented
the proposal;

{11) Duplication: W the proposal subslantially duplicates another proposal previously
submitled to the company by another proponent that will be included in the company’s proxy
materials for the same meeling;

{12) Resubmiissions: If the proposal deals with substantially the same subjecl matler as
another proposal or propusals that has or have been previously included in the company's
proxy materials within the preccding 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;

(i} Less than 6% of the vote on ils last submission to shareholders il proposed twice
previously within the preceding 5 calendar years; or

Federal Securities Law Reports Reg §240.14a-8 1[ 24,012
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(i) Less than 10% of the vote on its last submissicn to shareholders if proposed three
times or more previously within the preceding 5 calendar years; and

{13) Specific amount of dividends: M the proposal relates to specific amounts of cash or
stock dividends.

() Question 10: What procedures must the company follew if it intends to
exclude my proposal?

(1) 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

124,012 Reg. §240.142-8 ©2007 CCH. All Rights Reserved.
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make ils submission Jater than 80 days Lefore the company files its definifive proxy
stalement and form of proxy, if the company demonsirates good cause for missing the
deadline.

{2) The company must file six paper copies of the following:

(i} The propusal;

(i) An explanation of why the compauy believes that it may exclude the proposal, which
shoukd, if possible, refer tv the mwsl recent applicable awthority, such as prier Division
letters issued under the rule; and

(i) A-supporting opinion of counsel when such reasons are based on matters of state or
foreign law.

(k) Qucestion 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 lime to consider fully your submission
before it issues its response. You should submit six paper copies of your response.

()} Question 12: If the company includes my shareholder proposal in its proxy
materials, what information about me must it include along with the proposal itself?

(1) 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 requesl.

(2) The company is not responsible for the countents of your proposal or supporting
slatement.

{m) Question 13: What can I do if the company includes in its proxy statement
reasons why it belicves shareholders should not vote in favor of my proposal, and 1
disagree with some of its statements?

(1) The company may elect to include in its proxy statement reasons why il believes
shareholders should vote against your proposal. The comipany is allowed 10 make arguments
reflecting its own point of view, just as you may express your own poinl 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 thal may violate our anti-fraud rule, § 240.14a-9, you
should promptly scid 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 extenl possible, your letler should include specific factual information
demeonstrating the inaccuracy of the company’s claims. Time permitting, you may wish to by
to work out your differences with the company by yourself before contacting the Commis-
sion staff.

(3} We require the company to send you a copy of ils 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:

Amendment
{3) We require the company to send you a copy of its statements opposing your

proposal before it sends ils proxy materials, so that you may bring to our attenlion any
materially false or misleading statements, under the following timeframes:

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

Federal Securities Law Reports Reg. §240.143'8 1[ 24,012
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May 4, 2007

Via Electronic Mail and Overnight Delivery

Gary and Shirley Wiglesworth
31 N.W. 128" Ave.
Plantation, Florida 33325

Re:  Shareholder Proposal for 2007 Annual Meeting of Shareholders

Mr. and Mrs. Wiglesworth:

The Company acknowledges receipt of your letter dated April 20, 2007 (the
"Proponent’s Letter") delivered by Robert C. Levy, Esq. on your behalf, regarding the
Torotel, Inc. (the "Company") 2007 annual meeting of shareholders {the "2007
Shareholders Meeling"). A copy of the Proponent's Letter is attached hereto as Exhibit
A.

The Proponent's Letter contains a proposal (the "Proposal™) for business to be
voted on by the shareholders of the Company at the 2007 Shareholders Meeting.

The Company is also in receipt of sharcholder proposals for the 2007
Shareholders Meeting from your peers including, Aliki, Caloyeras, Basil Caloyeras,
Alexandra Caloyeras and Daniel Shiffman, Given that (i) each of these individuals
appears 10 be represented by Mr. Levy (he submitted all of the proposals together on
Apri! 20, 2007 and he requested copies of the Company's response to each proposal), (ii)
Aliki Caloyeras and Daniel Shiffman share the same address, and (iii) all of the
proposals have similar structure and style, among other things, it is reasonable to
conclude that you and the others listed above may be acting as a "group” as defined
under the federal securities laws. To the extent you and the others listed herein are
acting as a "group” but have failed to fully disclose such "group” pursuant to a Schedule
13D filing, each would be in violation of federal securities laws. The Company advises
you 1o consult with legal counsel on this matter to ensure you are not violating federal
securities laws. In light of this, the Company reserves the right to reject your Proposal
on substantive grounds and 1o further inquire with you regarding the existence of such a
"group.” If it were to be found that a "group” existed, the Company may make the
argument that all of the proposals submifted by you and the other individuals listed
herein should be aggregated for consideration of a violation of the "one proposal” rule
under the federal proxy rules (we have attached a copy of Rule 14a-8 as Exhibit B).

DB02/800667 0002/74T70664.2
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Under Rule 14a-8(f), your response to this Letter must be post-marked or
electronically transmitted within fourteen calendar days from the date you receive this
letter (the "Response Period"). 1f you do not transmil your response or cure the
procedural defects (to the extent such defects can be cured) noted above within the
Response Period, the Company intends to seek a no-action letter from the Securities and
Exchange Commission under Rule 14a-8(j) to exclude the Proposal from the Company’s
proxy materials.

Please be advised that even if you cure the defects identified herein, the
Company intends to submit a no-action request to the Securities and Exchange
Commission pursuant to Rule 142-8(j) seeking to exclude the proposal for the reasons
set forth in Rule 14a-8(¢) and potentially one or more reasons set forth in Rule 14a-8(i).

Please contact me at (816) 842-8600 if you have any questions.

Very truly yours,

e

Jack A. Bowhng

Enclosures

cc: Torotel, Inc. |
Victoria R. Westerhaus, Esq.

DB02804018.0002/75536%91.1/
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April 20, 2007

RE: Notice of SharehoMer Proposal
To thc Sccrelary of Tomtel Inc

1 hereby submit l:he sharcho]dcr proposa] attached hereto as Annex A to be voted upon at
the Annual Mecting of Shar¢holders of Torotel, Inc. (the “Corporation”) to be held on
September 17, 2007. I am the record and beneficial owner of 5000 shares of the
Corporation’s common stock, which I have held for more than one year and will cantinue
to hold t.brough the date of the Annual Mecting of Shareholders. My record address is 31
N. W. 128™ Ave. Plantation, F1 33325 I do not have a matenial interest in the business set

forth in this proposal.
SR Rcspectﬁﬂly sub

Gary Wiglesworth
Shirley Wiglesworth




|
Annex A f

RESOLVED, that the sharcholders of Torotel, Inc. (the “Corporation™) approve amending the

Corporation’s Articles of Incorporation by adding a new Article to the Articles of Incorporation

that would have the effect of removing certain provisions of the Corporation’s Amended and.

Restated By-Laws, which will read as follows: .

New Article to be Added at End of Articles of Incorporation: .
“With respect to the By-Laws in effect as of the date of this
amendment, Article II, Section 2 shall be amended to read that a
special meeting of Shareholders may be called by the President,
Board of Directors or shareholders holding not less than 15% of tllm
outstanding shares of the Corporation.” |

Supporting Statement ' I

On June 30, 2006, the Board amended and restated the By-Laws to preclude shareholders from
calling a special meeting of Shareholders and giving that right exclusively to the President and
the Board of Directors. These new By-Laws are part of an overalil plan by the current Board and
management to retain excessive control of the Corporation at the expense of shareholders.

|
The proposal restores to shareholders the power to exercise the full breadth of thetr rights under
Missouri law. ;

Please vote FOR this proposatl,
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respect to-a solicitation commenced by the registrant; or disclose sueh.inforination to any
person olher than an employee, agent, or beneticial owner for whoin a request was made lo
the extent necessary to effectuate the communication or solicilation. The security holder
shall return e information provided pursuant to paragraph (3} (2 of this sectiop and
shall not retain any copies thereof or of any information derivéd from such information after
the termination of the solicitation. ’ '

~ {e) The secusity holder shall reimburse the reasonable expenses incurred by the
registrant in performing the acts requesied pursuant to paragraph (a) of this section.

Notes to § 240, 14a-7. .

1. Reasonably prompt methods of distribution to security holders may be used instead of
mailing. If an Alternative distribution method is chosen, the costs of that method should be
considered where necessary rather than the costs of mailing. 0

2. When providing the information required by §240.14a-7(2) (1) (id), if e regisirant has
received affirmative written or implied conscnt to delivery of a single copy of proxy materials
to a shared address in accordance with § 240.14a3(c) (1), it shall exclude from the nimber of
record holders those to whom it does bol have 1o deliver a separale proxy stalenent.

Amendment.

3. If the rcgislr;inl is sending the requesting security hokler's naterials under
§240.142-7 and receives a request from the security holder.to furnish the materials in the
form and manncr described in § 240.14a-16, the registranl must accommaodate that request.

End of Amendment

lAdopted in Reledse No. 34-378(A), September 24, 1935; amended by Release No, 34-1823,
August 11, 1938; Release No. 434775, December 11, 1952, 17 F. R. 11431; Release No.
34.5276, January 30, 1956, 21 F. R. 573; Relcase No. 34-16357, effective Decemnber 31, 1979,
44 F. R. 68456; Release Mo, 34-23789 (Y 84,044), effective January 20, 1987, 51 F. R 42048;
Release No. 34-31326 ( 85,051), cfiective October 22, 1992, 57 F.R. 4827G; Release No.
34-35036 (Y 85.459), cffective December 17, 1994, 59 F.R. 636706; Kelease No. 34-37183
(% 85,805), effective June 14, 1996, 61 F.K. 24652; Release No. 33-7912 (1] 86,404), cfiective
December 4, 2000, 65 F.R. 65736; Release No. 34-55146 () 87,745), effective March 30, 2007,
7T2F R 4147

W Amended by Release No. 34-55146 (Y 87,745), effective March 30, 2007, 72 F.R. 4147,
Persons may not send & Notice of [nternet Availnbility of Proxy Materinls to sharcholders prior
toJuly 1, 2007. ’

% 24,012] Sharcholder Proposals '
Reg. §2440.14a-8. .

This scction addresses when a company must include a shareholder's proposal in its
proxy statemient and identify the proposal in its form of proxy when the company holds an
annual or special meeting of sharcholders. In summary, in order to have your shareholder
proposal included on a company's proxy card, and included along with any supporting
slatement in its proxy statement, you inusl be eligible and follow certain procedures. Undera
few specific circumstances, the company is permitted to exclude your proposal, but only after
submitting its reasons (o the Commission. We structured this section in a question-and-
answer formal so that it is easier to understand. The references to “you™ are to a shareholder
sceking Lo submit the proposal. ’

(a) Question 1: What is o proposal?

A shareholder proposal is your recommendation or requirement that the company. and/
or its board of direclors take action, which you.intcad to present at a mecting of thé
comnpany’s shareholders. Your proposat 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
shareholders to specify by boxes a choice between approval or disapproval, or abstenlion,

Federal Securities Law Reports _ Reg.§240:1428 124,012
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Unless otherwise idicated, the word “proposal™ as used in this section refers both lo your
proposal, gind 1o your corvespombng statensent in suppert of vour proposal (f any):

{b) Question 2: Who is eligible to submit a proposal, and how do | demonstrate
w the company that | am cligibte?

(1) In order (o he oligible (o submit a propusal, you tasi bave continuonsty heblld o Jeast
$2,000 in market vahee, or 1%, of Hie compiny’s severities entiled to be voted on the proposal
at the meeting for a least one year by the date you subniit the proposal. You must continue
1o hold those securities through the date of the mecling. '

(2) I you are the segisterad holder of your sccuritics, which mvans that yn'm' W
appears in e compamy’s records as u shareholder, the company cim veriy your eligibility
on its own, although you will still have Lo provide the company with & witlen sustewment that
vou intend 1o continue Lo hokl the securities Iirourh the date of the meeting of sharehold-
vrs. However, il like imany shareholders vou are nol o registered holder, the company lkely
tdoes uot know that you are a sharcholder, ar how many shares you aw. n this case, at the
timte you subimit your proposal, you mwst prove your eligibility to the company in one of lwo
wilys:

(i) M first way is o subuit t the company a written statement from U “record”
holder of your securities {usaally a broker or bank) verifeing that, o the time vou subiniticd
your proposal, you continuously hetd the securities for at feast one year. You must also
inchde your own weitten statement that yeu intemdd to continue to hold the secunities
throngl: the date of the meeting of sharcholders; ar

(1) The second way Lo prove ownership applies caly if you have liled i Schedule 13D
(§240.13d-101), Schedule 136G (§240.13d-102), Form 3 (§249.103 of this chapter), Form 4
(§249.104 of this chapter) and/or Formi & (§249.105 of this chupter), or amemndments to
those documeats of updiated forms, reflecting your ownership of the shares as ol or before
the date on which the onevear eligibility peviod begins, 15 you have filed one of these
docmems with the SEC, you may demonsirate your cligibility by submiting to the
company:

{A) A copy of the sehedule and/or form, and any subsequent amerdments veporting a
change in your ewnership level;

(1) Your written statement thit you continnously held the required number of shares
Jor thie one-yeur penod as of the date of e statement; and

(C) Your written statement that vou intend to continue owitership of the shares through
the dite of the company's atual or special meeting.

() Question 3: How many proposals may | submit?

Fach shaveholder wnay subimit no more than ane proposal Lo o company for s particada
sharchoklers” mecting.

() Question 4: How long can my proposal be?

The proposal, mchnling any jccontpanyings supporting statement, may ot execed 500
words,

(¢} Question 50 What is the deadline for submilling a propoesal? (1) If yun are
submitting your proposal lor the company’s annoal meeting, you can in most cases find the
deadline in last youn's proxy stalement. However, if the company did not hokd ai annual
meeting last year, or has changed the date of its meeting for this year more thaa 30 days
from last year’s mecting, you can usually Gnd the deadline in ene of the company's quarterly
reports on Form 10-Q (§249.308a of this chapter) or 10-QSH (§249.308b of this chapler), or
' sharcholder reports of inmvestmenm compmies under §270.308-1 of this chapler of the
Investment Company Act of 1944, In order to avoid controversy, shareholders should submit
their propoesals by means, including clectronic means, thal permil them o prove the date of
delivery.

{2) The deadline is caleulated in the following manner i the proposal is subinitted for a
regularly scheduled annual meeting. The proposad must be reccived at the company's
prncipal executive offices not fess than 120 calendar days before the date of the company's

124,012 Reg. §240.1428 €32007 CCH. All Rights Reserved.
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pruxy staleincut released o shareholders in connection with the previeus vear's annwal
mecting. However, il the company did not holt an annual mecting the previoos year, or if e
date of is vear's annal meeting has been changed by nwre than 30 days from the date of
the previous year's mseeling, then the deadliue is o reasonable time before the congany
Legring (o print amd mail its proxy inaterials.

{3 W you are subnuitiing your proposal for o meeting of sharcholders other thin
regularly scheduled annial meeting, the dewdline is a reasonable time before the compamy
besnins to print and mail its proxy weaterials,

Amendment . .

{2) T deadbine is cuteutated i Gae Tollowing manner B the proposad s snbiuimed for a
regularly scheduled anmsal mecting. ‘The proposal it be vecetved ol the company’s
principal executive offices not kess tha 20 catendar days before the date of ihe company’s
proxy staitement releised o slareliolders in connection with the previots vemr's annil
mecting. However, i the company did not holib an amued miecting the previons vear, o i the
dhate of this vear's annual meeting has been changed by more Gian 30 days frot the date of
the previous yewr's mecling, (hen the dedline is 0 reasonable tinege belore the company
Legins to print and send s proxy materials,

3 M you are submiting your proposal for o mecting of shareholders other thiw g
regulardy schedubed annual meeting, the deadline s o reasonabyle time before the connrmy
hegins to print and send it proxy materials.,

End of Amendment ——

() Question 6: What if 1 fail 1o follow one of the cligibility or procedural require-
menty explained in answers to Questions 1 through 4 of this scction?

(1) The company may exclude your proposal, but only after it has notified you of {he
prublem, and vou have Giled adeguately to corveet it Within 14 calendar days of revelving
your praposal, the company must pelily vou i wiiting of iy procedoral o ehigibility
deficicncies, as well as of the thme fune G youre vespouse. Your response st bhe
postmarked, or transiitied clectronieally, no fter than 14 days frone the daie you reveived
the company™s nolification, & compimy need ol pravide vou such nutice ol o deficiency if Hhe
deficieney cinnot e remedicd, sueh as i you Gl o subinit a proposal by the company’s
properly determined deadline. 11 the company intends W exclude the proposal, it will laer
have to miake a submission under § 240,108 aud grovide you will a copy under Question (0
below, §240.14a2-8()).

(2) Iif you fail in your promise 10 hold tie requived number of securilies through the
date of the meeting of sharcholders, then the vompany will e permitied 1o exclude all of
your proposals rom its proxy nxderils for any meeting held o the ollowing two éalenday
VOirs.

(o) Question 7: Who has the hurden of persuading the Commission or its stff
that my proposal can be excluded?

Except s otherwise noled, the burden is on the conpimy to demonsirale that § is
cutithed W exclude # propusal.

() Question 8: Must I appear personally it the sharcholders” mecting to present
the prupusal?

(1) Either you, vor youy representalive who is qualificd under stale law to present the
proposal on your behalf, must attend e meeting to present the proposal. Whether v
attendd e meeting yoursell or send a qualified vepresentative 10 the meeting in your place,
you shouhl make sure that you, or yeur representative, follow the proper state lay proce-
dures for attending the meeting inid/or (resenling your propuosil,

() if the company holds its sharcholder nreeting in wholbe or i parl via clecthronic
media, aned the company permils yon or your represcolative 0 presenl your proposal via
such media, then you may appear throngh electronic media riather than traveling o the
mceting 1o appear in person,

[The next page i 17,543-3,)
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{3 If you or vour qualified representative Fail 1o appear and present e proposal,
without good canse, the company wilk be permitted 1o exclude all of your proposals froo its
proxy maleriabs for any mectings hebd in the following bwo calendir years,

(1 Question 9: i 1 have complied with the procedural requirements, on what
other bases may a company rely w exchide my proposal?

() Improper under state law: W the proposal is not a proper subject for action by
sharcholders under the laws of the jurisdiction of the company’s organizalion:

Nute to paragraph (1)¢1): Depending on the subject madler, some proposals are nol
considuered proper under state Jaw if they would be binding on the company il approved by
sharcholders. In our cxperience, most proposals that are cast as recominendations or
requests that the boartdl of direclors take specified action are proper under state law,
Accordingly, we will assume that i propesal drafted as a recommandation or xum,mimn is
proper witless the company demnonstrates otherwise,

{2} Violution of law: 11 the proposal would. if implemented, cause the company Lo viake
any stale, federal, or foreign Taw o which it is subject;

Note ta paragraph (£¢2): We will not apply this baisis lor exelusion (o permt exclision
of 2 propasal on greunds that it would violate foreign law il compliance with the foreign law
waould result in 2 viokation of any state or federal Law.

€2 Vislation of proxy rdes: TEthe proposal or supporting statement is confeidy by of
the Commission’s proxy rules, inchuting §240.14a-9, which prohibits materially false or
misleading wiatements in proxy soliciting nrterials:

{1} Personal grievance; special imerest: M ihe proposal relates 1o the redress of o personal
clai or grievance against the conipany or any other person, or if it is designed to resudtin i
henefit to you, or to further a personal interest, which is oot shared by the othes sharchohl-
ers ol Large;

) Rch'urmr 11 the propoesal relates o opevations which accowunt (or less tham 5 pereent
of the company’s total assels af the end of Hs most receat fiscal year, and for bess o 5
percent of ils wet carnings and gross sales for its snost recent fseat year, aned is bol otherwise
significanily related to the company’s business:

(0) Absence of power/authority: 11 the company would tack the power or anthority ©
ingpdement the proposal;

(7Y Munagenent functions: 1Wihe proposal deals with a matler reliting o the conipany’s
ordinary business operations:

(8 Relates to election: i the proposal relales to an election for membership on the
rompany's hoatd of divectors or aualogous governing body;

() Coiflicts with company’s propesal: I the proposal dircetly conflicts with one'of the
company's own proposals o he submitted (o sharcholders o the same meeting:

Note to paragraph ()(9): A compauwy’s subwiission to the Conunission winker this
section should specify the points of conflict with the company’™s proposal.

(18D Substautially implemented: I \he company has already substantially implemcuted
the propusalk;

(1) Duplication: T the proposal substantiolly duplicates another proposal previously
submitted w the company by another proponent that will be included in the company’s proxy
malenals for the sanwe meeling,

(12) Resutunissivns: I the proposal deals with substantially the same \'ubjerl matler as
aother proposal or proposals that has ve have been previously included in the company's
proxy materials within the preceding 5 calendar years, a company niy exclude it from iis
proxy materials for any mecting held within 3 calendar years of the last fime it was includel
i the propusal received:

(i) Loss than 3% of the vute if proposed once within the preceding 5 calendar years;

Lif) Less than 6% of the vote on its ast submission (o sharebolders i proposed twice
previously within the preceding 5 calendar years; or

Federal Sceuritics Law Reports Reg. §240.143'8 124,012
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(i) Less than 10% of 1he vote on its fast submission fo sharchelders if proposed three:
times or more previeusly within the preceding S calendar years: amd

(13) Specific amonnt of dividends: 1l the proposal relates to specific amounts of cash or
stock dividends.

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

(1) i the company intensds o exclude a proposal fron its proxy materials, it must file iis
reasons with the Comimission no fater than 80 calendar days before it files its definitive proxy
statement and form of proxy with the Commission. The company nwst simullancously
provide you with i vopy ol its submission, The Commission staff may permit the compaty to

124,012 Reg. §240.14a-8 2007 CCH, AN Rights Reserved.
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make ils sebmission Eter than 80 days belore the company liles ibs definilive proxy
statement anek form of proxy, il the company demonstrites good cause for missing the
deadline.

(2) The company must Nle six paper copics of the following:
(i) The propusal;
(i) A explanation of why the company believes that it nay exclude the proposal, which

shoubl, if possible, refer to the most recent applicabh: authority, such as prior Division
letters issucd under the rule; and

(it} A supporting apinion of counsel when such reasons are based on matters of state or
lorcign law, . .

(k) Question 11: May | submit my own stalement (o the Comimission responding
to the company’s anguments?

Yes, yon niay subinil a response, bt 3t is not reqoired. You should try e subnat any
response 1 us, witlia copy to the company, as soon as possible after the company makes its
submission. This way. the Commission stall will have time (o consider fully your submission
before it issues its response. Yaur should subamit six paper copies of your respons-,

(1" Question 12: If the company includes my sharcholder proposat in ils proxy
materials, what information about me must it include along with the propusal itsclf?

(1 The company™s prosy statement mst rchede yowr name and acddress, as well as the
number of the company’s voting securities that you hold. However, instead of providing thal
inforimation, ke compimy tay instead include a staienient that # will provide the information
1o sharehokders promptly upon receiving an ol or wrilten request.

(2) The company is nol sespunsible for the contents of your propesal or supporting
statement,

{m) Question 13: What can 1 do il the company includes in its proxy statement
reasons why it belicves shareholders should not vote in favor of my proposal, and 1
disagree with some of its statements?

(1) The compuny may etect fo include i ils proxy slatenunt reasons why it helieves
shareliolders should vole against your propusal. The company is allowed to miake arguments
reflecting ils own poinl of view, just as your may express your own point of view in your
proposal’s suppurting statenient,

(2} Howcever, H you believe thal the company’™s oppositivn (o your proposal contains
miaterially false or misleading statements that may viekite onr anti-fraud rule, § 240.140-9, you
shoukl promptly send 1o the Comtission stafl amd the company o lefter explaining the
reasons for your view, along with a copy of the company’s slalements opposing your
prupusal. ‘Fo the extent possible, your betler should include specifie factuat information
demonstrating the inaccuracy of the company's claiims. Time permiilting, you may wish o try
10 work out your differences with ihe company by voursell hefore contacting the Commis-
sion staff.

(3} We reguire the company to send you a capy of ils slatemenls opposing your
proposal before it mails its proxy mterials, so that you may bring te our altention any
materially false or misteading statlemients, under the folluwing tinelranies:

Amendment

(3} We require the company W send you a copy of ils sialeinenls opposing your
proposal before it sends its proxy materinls, so that you may bring to vur altention any
mirterially false or misleading stateowents, under the following fimeframes:

End of Amendment
(i} I vur ne-action respouse requires that you make revisions 10 your proposal or
supporling statement as a condition to requiring the company to include it in its proxy

matedals, then the company inust provide you with a copy of its opposition statements uo
later than 5 calendar days after the company receives a copy of your revised proposal; or

Federal Securitics Law Reports Reg. §240.142-6 /24,012
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1921-t994

Via Hand Delivery and U, S. Mail

Torotel, Inc.

Attn: James Serrone, Secretary |
620 North Lindenwood Drive

Olathe, Kansas 66062

Re:  Torotel, Inc. (the “Company’)
Response to Company’s Objections to Shareholder Proposals

Dear Mr. Serrone:

This office represents the Caloyeras Family Partnership (NV), LLC, a Nevada limited
liability company (the “Family Partnership™). As such, we have been asked to respond, on
behalf of Basil Caloyeras, Aliki Caloyeras, and Alexandra Caloyeras, the members of the
Caloyeras Family Partnership (the “Caloyeras Family Members”), to the letters from the
Company’s attorneys, dated May 4, 2007. In those letters, the Company asserts that the
proposals for matters to be voted on at the 2007 Annual Meeting of Sharcholders of the
Company, submitted by each of the Caloyeras Family Members on Apnl 20, 2007, do not
comply with the requirements for delivery of shareholder proposals for inclusion in proxy
materials under federal securities laws. Our response, on behalf of each Caloyeras Family
Member, to each purported deficiency is as follows:

i

Statement Regarding Intent to Hold Requisite Shares
Through 2007 Annual Meeting of Shareholders.

As you are aware, the Family Partnership and the Caloyeras Family Members entered
into an Agreement with the Company, dated April 17, 2007, whereby the Family Partnership and
the Caloyeras Family Members granted to Company the option, expiring July 31, 2007, for
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Company to purchase all, but not less than all, of the 2,537,505 shares of Common Stock owned
by them. The intention of the Caloyeras Family Members with respect to their disposal or
acquisition of shares of stock of the Company is as stated in the Amendment No. 7 to the
Schedule 131)/A (the “Schedule 13D/A”) filed by them on May 1, 2007.

Specifically, to the extent that the Company fails to, or chooses not to, exercise its option
to purchase the shares covered by the option, the Caloyeras Family Members (and the Caloyeras
Family Partnership) have every intention of holding their shares through the date of the Annual
Meeting of the Shareholders. Neither the Caloyeras Family Members nor the Caloyeras Famity
Partnership have received any information indicating that the Company will be in a position to
exercise the option; nor, based on their knowledge of the financial condition of the Company and
the past operations of the Company and its management, do they have any reason to believe that
such will be the case. Accordingly, it is the expectation and intention of the Caloyeras Family
Members that they will continue to hold the subject shares through the date of the Annual
Meeting of Shareholders of the Company.,

One Proposal Rule.

In the letters of May 4, 2007, the Company states its belief that the proposal of Basii
Caloyeras and the proposal of Aliki Caloyeras are each at least two proposals. The law is clear
that if, with respect to a proposal, the subcomponents are derivative of a single concept and
common to one purpose - the right of a majority of the shareholders to amend the Amended and
Restated By-Laws of the Company (the “By-Laws”) in the case of the proposal submitted by
Basil Caloyeras, and the reduction in the number of the members of the board of directors in the
case of the proposal submitted by Aliki Caloyeras -- there is only one proposal at issue in each
submission.

The proposal submitted by Basil Caloyeras relating to amending the By-Laws and the
proposal submitted by Aliki Caloyeras relating to the reduction in the number of directors are,
respectively, each one proposal, because each contains a single well-defined concept. The fact
that two corporate, ministerial actions must be taken to accomplish the single concept does not
have the impact of creating multiple proposals. A shareholder could not logically endorse one
action stated in the proposal without endorsing the other action stated in the same proposal. In
the following letters, the Division of Corporation Finance (the “Staff’’) of the Securities and
Exchange Commission (“SEC”) concluded that each proposal consisting of multiple elements
was one proposal, that each element was logically necessary to achieve the single purpose and/or
goal of such proposal, and therefore, constituted one proposal with a single, unifying concept:

1) Quality Systems, Inc. (June 9, 1999) (Five subcomponents all related to creating a

more independent board of directors. The Staff concluded the proposal was a single
proposal under Rule 14a-8(c), because all five elements related to the creation of an
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independent board of directors. The proposal sought shareholder approval to amend
the bylaws to include the following: (1) at least seventy-five percent (75%) of the
directors on the board be independent directors; (2) the independent directors of the
board meet in executive session, separately from the other directors, at the end of
each meeting of the board to discuss such matters as they deem appropriate: (3) the
independent directors elect the chairman of the board; (4) the chairman of the board
be required to be an independent director; and (5) a nominating committee be
established);

2) AT & T (April 10, 2002) (Five subcomponents, including that when shareholder
approval for any future restructuring results in the creation of a new corporation,
shareholders wil] vote separately on whether the corporation will (1) have a classified
board of directors; (2) eliminate the right of shareholders to act by written consent or
impose a requirement that a larger number of consents be delivered than required
under state law; (3) eliminate the right to call a special meeting or impose a
requirement that a larger percentage of shareholders demand such a meeting than
required by state law; (4) require approval of more than a majority of shareholders to
amend some or all provisions of the charter; and (5) require approval of more than a
majority of shareholders to amend some or all of the bylaws.};

!

3) Westinghouse Electric (January 27, 1995) (Three subcomponents: (1) that a majority
of GE's Board of Directors be required to consist of "independent” directors; (2) that
the Board appoint a committee consisting of the current independent directors to
oversee implementation of the first proposal; and (3) that the Board submit to a
shareholder vote “as a separate proposal” and “future action” to modify the first or
second proposals);

4.) Ferrofluidics Corp. (September 18, 1992) (Proposal upheld where all elements were
related to base pay and warrants granted to executives).

Notably, the foregoing proposals contained multiple subcomponents distinctly related to
one single, unified concept and, therefore, constituted one proposal. The compendium of cases
on the issue here favors a similar conclusion with respect to the proposals submitted by Basil
Caloyeras and Aliki Caloyeras. Each aforementioned proposal is one course of action with a
singular purpose — to give a majority of the shareholders the power to amend the By-Laws of the
Company and to reduce the number of the members of the board of directors, respectively.

Group Activity

The Company assets that “it is reasonable to conclude” that Basil Caloyeras, Aliki
Caloyeras, Alexandra Caloyeras, Gary and Shirley Wiglesworth and Daniel Shiffman “may be
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Torotel, Inc.
May 18, 2007 '
Page 4
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acting as a ‘group’” under federal securities laws. It bases that assertion on the facts that the
undersigned attorney transmitted proposals from all of these shareholders to the Company, two
of the individual proponents share the same address; and the proposals have “similar structure
and style”.

As you are aware, the Caloyeras Family Members filed the Schedule 13D/A on May 1,
2007, noting their established relationship and reporting the shareholder proposals that each had
submitted. A group including Mr. Wiglesworth and Mr. Shiffman is not derived for federal
securities law purposes solely because an individual, who is located in the city of the Company
and its counsel and represents a limited hability company, the members of which are three of the
proponents, serves as the conduit for transmitting letters, as requested. In fact, our firm’s
transmittal cover letters specifically stated that our firm was simply delivering the materials at
the request of the specified shareholders.

The fact that the proposals have “similar structure and style” cannot lead one to the
conclusion that the individuals submitting the proposals are acting as a “group”. The Company’s
own By-Laws are very detailed as to the structure and style in which a shareholder proposal must
be submitted.

Finally, the sharing of an address does not have the effect of individuals acting as a group
for federal securnities laws purposes.

We look forward to the inclusion of the Caloyeras Family Members’ sharcholder
proposals in the Company’s proxy materials.

Very truly yours,
SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C.
Robert C. Levy
RCL:jh
Enclosures
cc: Victoria Westerhaus, Esq. (via hand delivery and e-mail)

Howard Berman, Esq. (via e-mail)
Mr. Basil Caloyeras (via e-mail)
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' May 20, 2007

Via Facsimile and U).S. Mail
Mr. Jack Bowling

Stinson, Morrison, Hecker .
1201 Walnut Street
Kansas City, MO 64106

Dear Mr. Bowling:

We are in reoeapt of your lettér to us in’ résponse to the sharsholder proposal we
submitted regarding the Torotel 2007 annual shareholders meeting. Please be advised
that we do not believe that we are pan of a"group” as you assert, Simply because we
followed the procedures for submitting a proposal outlined by your By-Laws, which may
have resulted in having our proposal look like other proposals, doses not make us part of
a “group”. We did ask Robert C. Levy to transmit the proposal. He does not represent
us. .

We assume that this leﬁet will éufﬁc_;e:for' ybu to include our proposal in Torotel's
proxy. ' ' :

Yours Truly, , ;
Gary ngmo
Shirley Wiglesworth

AW ddx
D Tl -

'05/20/2007 12:14PM (GMT-05:00)
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EX-10.1 2 ti-ex101toform8k_7529942 htm PURCHASE OPTION SETTLEMENT

EXHIBIT t0.1
AGREEMENT

THIS AGREEMENT is made as of this 1 7th day of April, 2007, among BASIL CALOYERAS, an individual,
ALIK] CALOYERAS, an individual, ALEXANDRA CALOYERAS, an individual, CALOYERAS FAMILY
PARTNERSHIP, a Nevada limited partnership (“Caloyeras Family Partnership”) and TOROTEL, INC., a Missouri

corporation (“Torotel”). Basil Caloyeras, Aliki Caloyeras and Alexandra Caloyeras are sometimes hereinafter referred to as
the “Caloyeras Shareholders.”

WHEREAS, the Caloyeras Shareholders and the Caloyeras Family Partnership are the owners of 2,537,505 shares
of the common stock of Torotel; and

WHEREAS, the Caloyeras Shareholders and the Caloyeras Family Partnership desire to grant to Torotel an option
for Torotel to purchase shares of common stock of Torotel owned by the Caloyeras Shareholders and the Caloyeras Family
Partneiship, as set forth herein; and

WHEREAS, Basil Caloyeras is willing to dismiss without prejudice the action captioned Basil Caloyeras v.
Torote!, Inc., No. 06-2485-KHV (United States District Court, District of Kansas) (the “Pending Action™), obtain mutual
releases of all claims in the event the shares are purchased pursuant to this option, and covenant not to sue prior to July 31,
2007, in consideration for Torotel agreeing to certain terms and conditions as specifically set forth herein.

NOW, THEREFORE, in consideration of the premises, and for other good and valuable consideration, the receipt
and sui¥iciency of which are hereby acknowledged, the parties hereto de hereby agree as follows:

1. Option to Purchase. The Caloyeras Shareholders and the Caloyeras Family Partnership do hereby grant,
until July 31, 2007, to Torotel the option for Torotel to purchase all, but not less than all, of the 2,537,505 shares of common

stock of Torotel owned by such parties, for a cash purchase price of Seventy Cents (3.70) per share, subject to the provisions
of this Agreement.

2. Terotel’s Forbearance. Subject to Section 5 hereof or unless the Caloyeras Family Partnership consents in
advance in writing, Torotel agrees that, cffective immediately, neither it, nor any subsidiary or affiliate controlled by it will,
prior > July 31, 2007: (i) issue any shares, restricted or otherwise, of capital stock of Torotel; (ii) grant any options to
purchase any shares of capital stock of Torotel; (iii) enter in any new employment agreements to which Torotel will be a
party; (iv) modify, amend or alter any employment agreements to which Torotel is a party as of the date hereof; or (v) effect a
merger, recapitalization, reorganization or other corporate transaction which would have the effect of diluting the percentage
interest of the Caloyeras Family Partnership and the Caloyeras Shareholders in Torotel.

]
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3. Funds. Torotel agrees to use its commercially reasonable efforts to pursue financing sources in order for it
1o acquire the funds with acceptable terms to allow it to purchase the shares of Torotel common stock owned by the
Caloyeras Family Partnership and the Caloyeras Shareholders for a purchase price of Seventy Cents (5.70) per share on or
befare July 31, 2007. ‘

4, No Revival or Extinguishment of Claims; No Restriction. Except as set forth herein, this Agreement
does not affect any claims or defenses of either party which existed and were enforceable prior to the date of this Agreement.
This Agreement does not affect the right or ability of the Caloyeras Family Partnership, the Caloyeras Shareholders, or any
other holder of shares of common stock of Torotel, to duly exercise any of their rights, privileges or responsibilities as such
holder of shares of common stock, including, but not limited to, presenting proposals or resolutions for consideration by the
sharzholders of Torotel at its annual meeting of shareholders, nominating individuals to serve as members of the Torotel
Board of Directors, or taking any other action permitted and in compliance with applicable law or regulation,

5. Other Statutory or Regulatory Obligations. This Agreement is subject, in all respects, to the duties,
responsibilities and obligations of Torotel and its Board of Directors pursuant to applicable law and regulation. Should
Torotel or its Board of Directors determine, prior to July 31, 2007, that any such law or regulation prohibits Torote! from
observing the provisions of this Agreement, then Torotel shall promptly give notice of such fact to the Caloyeras
Shareholders. In such event, this Agreement and the duties and obligations of the parties hereunder shall terminate and be of
no further force or effect.

6. Reservation of Rights and Defenses. The parties to this Agreement hereby explicitly retain and reserve
each and every right or defense which may be available with respect to any claims any party may have as of the date hereof.
The parties agree that oral and written communications during the pendency of the Agreement shall not waive the rights and
defenses of any party. i

7. Inadmissibility of Agreement for Other Purposes. This Agreement shall only be admissible in any
proceeding involving the parties to prove the terms hereof, and shall be inadmissible for all other purposes and in any other
procecding.

8. Entire Agreement; No Oral Modification. This document represents the entire agreement of the parties
with respect to the subject matter of this Agreement and may not be modified except in writing signed by all parties,

9, Authority. The undersigned represent that they have the authority to execute this Agreement on behalf of
the respective parties and to bind their respective parties to the terms of this Agreement by their execution hereof.
10. Counterparts. This Agreement may be executed in one or more counterparts cotistituting one and the same
agrezment.
2
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11. Effective Date; Additional Parties. This Agreement shall become effective and binding as of the day and
year first above writien,

12. Governing Law and Forum. This Agreement shall be governed by the laws of the State of Missouri.

13. Pending Action. Promptly afier the exccution of this Agreement and pursuant to Rule 41{a)}(1)X(ii) of the
Federal Rules of Civil Procedure, Basil Caloyeras shall and Torotel shall cause all of the defendants in the Pending Action to
jointly file a dismissal withowt prejudice of the Pending Action. The Caloyeras Shareholders and Caloyeras Family
Partnership covenant not to sue Torotel and/or its Board members or officers, and Torotel and its Board members and officers
covenant not to sue any of the Caloyeras Shareholders or the Caloyeras Family Partnership prior to July 31, 2007, or the
earlier termination of this Agreement. The Caloyeras Shareholders and the Caloyeras Family Partnership, Torotel and
Torotel’s Board members and officers will agree to release any and all claims against each other in the event the shares are
purchased pursuant to this option.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed in multiple counterpart
copies, each of which shall be deemed an original but constitute one and the same instrument as of the day and year first
above written.

CALOYERAS SHAREHOLDERS:

/s/ Basil Caloyeras
Basil Caloyeras

/s/ Aliki Caloyeras
Aliki Caloyeras

/s/ Alexandra Caloyeras
Alexandra Caloyeras

CALOYERAS FAMILY PARTNERSHIP:

By: /s/ Basil Caloyeras
Basil Caloycras, Member

TOROTEL, INC.:
By: /s/ Dale H. Sizemore, Jr.
Name: Dale H. Sizemore, Jr.
Title: President and CEQ
3
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EXHIBIT 3

ARTICLES OF INCORPORATION
CF
TCROTEL, INC.

ARTICLE CNE
The name of thé Corporation is TOROTEL, INC.
ARTICLE TWO

The address of its registered office in the State of Missouri is 1200 Main
3treet, Suite 3100, Kansas City, Missouri 64105 and the name of its registered
agent at such address is SHB Registered Agent, Inc.

ARTICLE THREE

The aggregate number of shares which the Corporation shall have authority to
issue shall be Six Million (6,000,000} shares of common stock of par value of
One Cent ($.01) per share, and there shall be no preemptive rights for any
shareholder arising therefrom and no preferences or qualifications or
limitations or restrictions or special rights of any character whatsoever in
respect to saild shares,

The Board of Directors is authorized in its discretion to determine, fix and
approve the consideration other than money for shares which may be issued, and
to determine the fair value to the Corporation of such consideration.

[

ARTICLE FCUR

The number of shares to be issued before the Corporation shall commence
business is Fifry {50} shares having a total value of $5,000.00. Five Thousand
and No/100 Dollars {5%5,000.00) has been paid up in lawful money of the United
States.

ARTICLE SIX

The number of directors for the Corporation who shall be elected from time
to time by the Shareholders is seven (7).

ARTICLE SEVEN
The duration of the Corporation is perpetual.

18

ARTICLE EIGHT
The Corporaticn is formed for the following purposes:

A. To buy, utilize, lease, rent, import, export, franchise, operate,
manufacture, produce, design, prepare, assemble, fabricate, improve,
develop, sell, lease, morctgage, pledge, hypothecate, distribute and
otherwise deal in, at wholesale, retail or otherwise, and as
principal, agent or otherwise, all commodities, goods, wares,



merchandise, devices, apparatus, eguipment and all other personal
property, whether tangible or intangible, of every kind, without
limitation as to description, location or amount, including
specifically, but not limited to, electronic compenent parts and
telecommunication component parts. |

To apply for, obtain, purchase, lease, take licenses in respect of
or otherwise acquire, and to hold, own use, operate, enjoy, turn to
account, grant franchise or licenses in respect of, manufacture
under, introduce, sell, assign, mortgage, pledge or otherwise
dispose of:

{1) Any and all inventions, devices, method, processes and
formulae and any improvements and modifications thereof;

{2} Any and all letters patent of the United States or of any
other country, state or locality, and all rights connected
therewith or appertaining thereto;

(3) Any and all copyrights, granted by the United States or any
other country, state or locality, and

{4) Any and all trademarks, trade names, trade symbols and other
indications or origin and ownership granted by or recognized
under the laws of the United States or of any other country,
state or locality; and to conduct and carry on its business
in any or all of its various branches under any trade name or
trade names.

To engage in, carry on and conduct research, experiments,
investigations, analyses, studies and laboratory work, for the
purpese of discovering new products or to improve products or
services.

To buy, lease, rent or otherwise acquire, own, hold, use, divide,
partition, develop, improve, cperate and sell, lease, mortgage or
otherwise dispose of, deal in and turn to account, real estate,
leaseholds and any and all interests or estates appertaining
thereto.

To enter into any lawful contract or contracts with persons, firms,
corporations, other entities, governments or any agencies or
subdivision thereof, including guaranteeing the performance of any
contract or any obligation of any person, firm, corporation or other
enticy.

To purchase and acquire, as a going concern or otherwise, and to
carry on, maintain and operate all or any part of the property or
business of any corporation, firm, association, entity, syndicate or
persons whatsoever, deemed to be of benefit to the Corporation, or
of use in any manner in connection with any of its purposes; and to
dispose thereof upon such terms as may seem advisable to the
Corporation.

To invest, lend and deal with monies of the Corporation in any
lawful manner, and to acquire by purchase, by the exchange of stock
or other securities of the Corporation, by subscription or
otherwise, and to invest in, to hold for investment or for any other
purpose, and to use, sell, pledge or otherwise dispose of, and in
general to deal in any interest concerning, or enter into any



transaction with respect to (including "long" and "short" sales of),
any stocks, bonds, notes, debentures, certificates, receipts and
other securities and cobligations of any government, state,
municipality, corporation, association or other entity, including
individuals and partnership and, while owner thereof, to excercise

1%

all of the rights, powers and privileges of ownership, including,
among other things, the right to vote thereon for any and all
purposes and to give consents with respect thereto.

To borrow or raise money for any purpose of the Corporation and to
secure any loan, indebtedness or obligation of the Corporation and
the interest accruing thereon, and for that or any other purpose,to
mortgage, pledge, hypothecate or change all or any part of the
present or hereafter acquired property, rights and franchises of the
Corporation, real, personal, mixed or of any character whatever,
subject only to limitations specifically imposed by law.

Te do any or all of the things herein above enumerated, alone for
its own account, or for the account of others, or as the agent for
others, or in association with others or by or through others, and
to enter into all lawful contracts and undertakings in respect
thereof .

To have one or more offices, to conduct its business, carry on its
operations and promote its objects within and without the State of
Missouri, in other states, the District of Ceclumbia, the
territories, colonies and dependencies of the United States, in
foreign countries and anywhere in the world, without restriction as
to place, manner or amount, but subject to the laws applicable
thereto; and to do any or all of the things herein set forth to the
same extent as a natural person might or could do and in any part of
the world, either alone or in company with others.

In general to carry on any other business in connection with each
and all of the foregoing or incidental thereto, and to carry on,
transact and engage in any and every lawful business or other lawful
thing calculated to be of gain, profit or benefit to the
Corporation, as fully and freely as a natural person might do, to
the extent and in the manner, and any where within and without the
State of Missouri, as it may from time to time determine; and to
have and exercise each and all of the powers and privileges, either
direct or incidental, which are given and provided by or are
available under the laws of the State of Missouri in respect of
general business corporations organized for profit thereunder;
provided, however, that the Corporation shall not engage in any
activity for which a corporation may not be formed under the laws of
the State of Missouri.

It is intended that each of the purposes and powers specified in
each of the paragraphs of this ARTICLE EIGHT shall be in no way
limited or restricted by reference to or inference from the term of
any other paragraph, but that the purposes and powers specified in
each of the paragraphs of this ARTICLE EIGHT shall be regarded as
independent purposes and powers. The enumeration of specific
purposes and powers in this ARTICLE EIGHT shall not be construed to
restrict in any manner the general purposes and powers of this



Corporation, nor shall the expression of one thing be deemed to
exclude another, although it be of like nature. The enumeration of
purposes and powers herein shall not be deemed to exclude or in any
way limit by inference any purposes or powers which this Corporation
has power to exercise, whether expressly by the laws of the State of
Missouri, now or hereafter in effect, or implied by any reasonable
construction of such laws.

ARTICLE NINE

Both the Shareholders and the Board of Directors shall have equal power to
make, alter, amend, suspend or repeal By-laws for the Corporation from time to
t.ime; provided, however, that the power of the Directors to alter, amend,

20
(

1

suspend or repeal the By-laws or any portion thereof may be denied as to any
HBy-laws or portion thereof enacted by the Shareholders if at the time of such
enactment the shareholders shall so expressly provide.

ARTICLE TEN
These Articles of Incorporation may be amended in any respect from time to

t.ime by the Sharehoclders as provided by the laws of the State of Missouri. ‘
: 21
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1201 Walnut, Suite 2900

STINSON
MORRISON
HECKER e

www.stinson,com

Kansas City, MO 64106-2150

Tel (816) 842-8600
Fax (816) 412-9363

KANSAS CITY
OVERLAND PARK

WICHITA

WASHINGTON, D.C.

PHOENIX
ST. LOULS
OMAHA

JEFFERSON CITY

June 5, 2007 |

Torotel, Inc.
620 North Lindenwood '
Olathe, KS 66062 l

Re:  Omission of Shareholder Proposal of Basil P. Caloyeras

Ladies and Gentlemen: "

By letter dated April 20, 2007, Basil P. Caloyeras (the “Proponent") has
requested the inclusion of a shareholder proposal (the “Proposal”) and supporting
statement in the proxy materials being prepared in connection with the 2007 annual
meeting of shareholders (the “Annual Meeting") of Torotel, Inc., a Missouri
corporation (the “Company").

The Proposal is a shareholder resolution which requests that the Company's
board of directors (the "Board of Directors") (i) submit to a vote of shareholders of
the Company for approval an amendment to Article Nine of the Company’s Articles
of Incorporation (the “Articles™), as follows: “Only a majority of the Shareholders
shall have the power to make, alter, amend, suspend or repeal the By-Laws for the
Corporation from time to time,” and (ii) add a new Article at the end of the Articles,
as follows: “With respect to the By-Laws in effect as of the date of this amendment,
the following provision is hereby revoked in its entirety: Article XIIL.” The
Proponent has also provided a supporting statement which endeavors to justify such
action and obtain proxy support.

You have requested our opinion regarding whether the Proponent's proposal
would be improper under the Missouri General and Business Corporation Law (the
“MGBCL”). Capitalized terms not otherwise defined herein shall have the meanings
assigned to them in the Torotel Letter (defined below).

Documents Reviewed/Scope of Investigation

For purposes of rendering our opinion as expressed herein, we have been
furnished and have reviewed the following documents: .

DB02/804018.0002/7595988.1



Torotel, Inc.
June 3, 2007
Page 2

(i) the Proposal and the supporting statement;

(i)  that certain Request for No-Action Letter, of even date herewith (the
"Torotel Letter"), from the Company to the Division of Corporation Finance of the
Securities and Exchange Commission (the "Commission"), regarding the Company's
desire to exclude the Proposal from its proxy statement and form of proxy for the
Annual Meeting;

(i)  Section 351.090 of the MGBCL,;
(iv)  the Articles; and

(v) such other certificates, documents, records and papers, as we have
deemed necessary and relevant as a basis for this opinion.

With respect to the foregoing documents, we have assumed: (i) the
authenticity of all documents submitted to us as originals; (ii) the conformity to
authentic originals of all documents submitted to us as copies; (iii) the genuineness of
all signatures and the legal capacity of natural persons; and (iv) that the foregoing
documents, in the forms thereof submitted to us for our review, have not been and
will not be altered or amended in any respect material to our opinion as expressed
herein.

We have not reviewed any document other than the documents listed above
for purposes of rendering our opinion, and we assumed that there exists no provision
of any such other document that bears upon or is inconsistent with our opinion as
expressed herein. In addition, we have conducted no independent factual
investigation of our own, but rather have relied solely on the foregoing documents,
the statements and information set forth therein and the additional matters recited or
assumed herein, all of which we assume to be true, complete and accurate in all
material respects.

Opinion

For the reasons articulated below, it is our opinion that, under the laws of the
State of Missouri, the Proposal is improper under Section 351.090 of the MGBCL
because it is structured as a “mandatory” proposal to be submitted directly to a
shareholder vote, rather than a “precatory” proposal asking the Board of Directors to
propose such an amendment to the shareholders. Pursuant to Section 351.090 of the
MGBCL, any shareholder proposal seeking to amend the articles of incorporation of a
company cannot be submitted directly by one shareholder to the other shareholders of
the company for purposes of voting on such amendment; it can only be submitted to
the shareholders for a vote by the company’s board of directors. We hereby concur
with the legal analysis in the Torotel Letter in Part i1 of the Bases for Excluding the
Proposal section ("The Proposal May Be Excluded under Rule 14a-8(i)(1) Because It
Is Improper Under State Law"). |

DB02/804018.0002/7595988.1
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The opinions expressed herein are given only with respect to the present status of
the laws of the State of Missouri. We express no opinion as to any matter arising under
the laws of any other jurisdiction. This letter is given as of the date hereof, and we
assume no obligation to update or supplement this letter in response to subsequent
changes in the law or future events or circumstances.

This opinion letter is rendered only to the Company and is solely for its
benefit. This opinion letter may not be relied upon or used, circulated, quoted or
otherwise referred to for any other purpose or relied upon by any other person for any
purpose whatsoever, without obtaining in each instance our prior written consent;
provided, however, we hereby consent to the Company furnishing a copy of this
opinion to the Commission in connection with the Torotel Letter.

STINSON MORRISON HECKER Lvrp

QJ;/M WMM-V /ZZ,&ZZ/
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ISLUEY ANIEBENUMEND U ARIEPCILAD UP BYCURTOUDVA L LU A WUl ids
n may amend its articles of incorporation ot any time to add or change a provision that
-equired or permitted in the articles of incorporation or to delete a provision not required
the articles of incorporation, provided that the name of an incorporator shall not be
inged. Whether a provision is required or permined in the articles of tncorporation is
ermined us of the elfective date of the amendment. (Last amended by H.B. 1664, L. "04,
. 8-28-04.)

H.B. 1664, L. '04, etf. 8.28-04, added matter in italic and deleted "1, A corporation may amend ils articles
ncorporalion, from time (o time, in any und &8s Mmany respects as may be desired; provided, that its articles of
rporation as smeaded contain only such provisions as might be lawfully contained in original articles of
wporation if made al the time of making such amendiment, and, if 4 change in shares or an exchange or
assttication of shares is to be made, such provisions as may be necessary to effect such change, eachange or
sssification as may be desired and as is permitted by this chapter.

2. In padicular, and without limitation vpon such general power of amendment, a corporation may amend
itictes of incorporation from time to time so as

(1) To change its corporate name;
(2} ~To change its period-of duration;

{3) To change, enlarge or diminish its corporale purposes;
{(#) To fix, increase or decrease the number of its directors or to provide that the nember of directors shalt
ixed by, or in the manner provided in, the bylaws of the corporation, in which cave the corparution’s drticles
acorporation, us amended, must comply with subdivision (6) of section 351,055, except that they need not set
W the rumber af directory whick constitmed the first board of directors; provided, however, that the corpoyation
1 give wrilten natice to the secretary of state of the number of directors of the corporation as fixed by any
hod, such notice to be given within thirty catendar days of the date when the number of direciors is fixed, and
ilar notice 1o be given whenever the numbes of directors is changed;

(5) To increase or decrease the aggregate number of shares or shares of uny class which the corporation has
wrily to issue; '

{6) To increase or decrease the par value of the authorized shares of any class having a par value, whether
led or unissued; provided, that it the par vulue of issued shares is increased, there shall be transferred to stated
ital at the time of such increase an amount of surplus equal to the aggregate amount by which the par value
ncreased,

{7) Te exchange, classity, reclassify or cancel atl or any part of its shares whether issued or unissued,

(8) To change the designation of all or any par of its shares whether issued or unissued, and Lo change the
ferences, qualifications, limitations, restrictions and special or relative dghts including convertible rights in
zect of all pr any pan of its shares, whether issued or unissued;

(9) To change shares huving a par value, whether issued vr unissued, into the same or a different number of
res without par value, and o change shares without pur value, whether issued or unissued, into the same or a
‘erent number of shares having o par value;

{10) To creste u new class or ¢lasses of stock and to define the preferences, qualifications, limitations,
irictions, and the special or retative rights of the shares of such new class or classes;

(113 To estublish, limit or deny to shareholders of any class the preemptive right 1o acquire wdditional shares
the corporatiun, whether then or thereafier authorized.”

.1 Validity of extension of corporate exis-
wce.—Majority stockholders can extend corporate
stence, even though corporation had been orgu-
ed under statute that did not provide for exiension
1 1enn had already expired, when prior to ¢xpira-
n new statute permilted extension; that is not un-

present in person or by proxy, is valid, since that
amougted to waiver of notice of meeting. GAG &-
12-35.

2 Same—as 10 acknowledgment.—As 1o the
sufficiency of the affidavit and acknowledgment
under this section, see OAG (o Assistant Corporasion

wiitwional impainnent of contruct of which
nority can complain. State v Holekamp Lumber
. 340 SW2d 678 (1960).

Charter amendnient extending existence and con-

Attorney, 1933,

Med to al meeting, at which all stockholders were

351.090 AMENDMENTS, HOW MADE.—). At any time or times before the
rporation has received any payment for any of its shares, the board of dircctors may
opt amendments Lo the articles of incorporation by executing *a certificate of amendment
provided in subsection 1 of section 351.095.

2. After the carporation has received any payment for any of its shares, amendments
the articles of incorporation may be made only in the following manner:

(1} The board of direciors may adopt a resotution setting forth the proposed amendment
d directing viai 1i be subwniiied io 8 Vol ot & meating of chareholders,
:her an annual or a special mecting, except that the propused amendment need not be
opted by the board of directors and may be directly submited by the board of directors
any annual or special meeting of shareholders.

(ll
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(£}  Wntlen notice Setling rortn the proposed dMENUIMEnt OF 4 SUIIIHLY Ut (1S Clanges
to be effected thereby shall be given to each shareholder of record entited to vote thereon
within the time and in the manner provided in section 351.230 for the giving of natice of
meetings of shareholders. If the meeting is an annual meeting, the proposed amendment
or sumnmary shall, nevertheless, be included in the notice of the annual meeting.

{3) At the meeting a vote of the shareholders entitled to vote thereon shall be taken
on the proposed amendment. Subject td subsections 3 and 6 of this section, the proposed
amendment shall be adopted upon receiving the affirmative vote of a majority of the
outstanding shares entitled 1o vote thereon, unless any class of shares is entitled to vote
thereon as a ciass, in which event the proposed amendment shalt be adopted upon receiving
the affirmative vote of a majority of the outstanding shares of each class of shares entitled
to vote thereon as a class and of the total shares entitled to vote thereon,

3. If the articles of incorporation or bylaws provide for cumulative voting in the etection
of directors, the number of directors shall not be decreased to less than three by emendment
to the articles of incorporation when the number of shares voting against the proposal for
decrease -‘would be sufficient to elect a director if the shares were voted .cumulatively at
an election of three directors, If the articles of incorporation or bylaws do not provide far
curnulative voting in the election of directors, then the number of directors shall only be
decreased to less than three by amendment to the articles of incorporation approved by the
affirmative vote of a majority of the outstanding shares entitled 10 vote on the amendment.

4. If any amendment made under section 351.085 effects a reduction of stated capital,
then the corporation making the amendment shall comply with the applicable provisions
of sections 351.195 and 351.200, as weli as the provisions of this section.

5. Any number of amendments may be submitted to the sharcholders and voted on
by them at one meeting.

6. A proposed amendment which provides that section 351.407 does not apply to
control share acquisitions of shares of a corporation shall be adopted upon receiving the
affirmative vote of two-thirds of all outstanding shares entitled to vote thereon, unless any
class of shares is entitled to vote thereon as a class, in which event the proposed amendment
shall be adopted upon receiving the affirmative vote of two-thirds of the outstanding shares
of each class of shares entitled to vote thereon as a class and of the 1ota) shares entitled
o vote thereon. This subsection shall not affect or limit the right, power or authority of
any issuing public corporation to adopt any other amendment or to take any other action
in addition to an amendment providing for the nonapplicability of section 351.407 to control
share acquisitions of the issuing public corporation pursuant (o this section.

7., When a corporation has ten or fewer shareholders, cumulative voting may be
abolished only by an aftirmative vote of the holders of ag least two-thirds of the outstanding
shares. (Last amended by S.B. 1208, L. '06, eff. 8-28-06.)

S.B. 1208, L. '0b, off. 8-28-06, added matter in italic.

Decisions Under Prior Law
.1 Stockholder proposals.—Corporation need  of 75% of shares of each class was constitutional

not include in proxy solicitation material direct pro-
posal by minority to amend charter, since statute says
board must screen proposed amendments. Dyer v
SEC, 289 F2d 242 (8th Cir 1961).

and issvance of preferred pursuant to statute {(G. &
B.C.L. §351.090) did not deprive shareholder of
vested nghts. Arwood v Midland Truck Lines, Inc,
241 5Wad 903 (1951).

.2 Issuance of preferred stock.—Statute
allowing issuance of prefermed stock with approval

351.093 CERTAIN SHAREHOLDERS MUST BE PERMITTED TO VOTE,
WHEN.—I. The holders of the outstanding shares of a class shall be entitled to vote as
a class upon a proposed amendment, ro the articles o»\. incorporation, whether or not entitled
to vote thereon by the provisions of 'such articles *if the amendment would Yincrease or
decrease the aggregate number of authorized shareggf such class; increase or decrease
the par value of the shares of such class; create a new class of shares having rights and
preferences prior or superior to the shares of the ¢lass, or .@.nwmnhm the rights and preferences
or the number of awthorized shares, of any ciass having righis und preferences prior or
superior 0 the shares of the class; or alter or change the powers, preferences, or special
rights of the shares of such class so as 10 affect them adversely. A merger or consolidation
shall not be deemed to involve a proposed amendment to the articles of incorporation.

§351.093
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EXHIBIT H

(See attached)



AMENDED AND RESTATED
BY-LAWS
- OF
TOROTEL, INC.
(Effective as of June 30, 2006)

ARTICLE I - OFFICES

The principal office of the Corporation shall be located in Olathe, Kansas. The
Corporation may have such other offices either within or without the State of Missouri, as the
business of the Corporation may require from time to time by the Board of Directors.

The registered office of the corporation required by The General and Business
Corporation Law of Missouri to be maintained in the State of Missouri, may be, but need not be,
identical with the principal office in the State of Missouri, and the address of the rcglstered office
may be changed from time to time by the Board of Directors.

ARTICLE II - SHAREHOLDERS

Section 1. ANNUAL MEETING. The annual meeting of the Shareholders shall be
held on the third Monday of September in each year beginning with the year 1986, for the
purpose of electing Directors and for the transaction of such other business as may come before
the meeting. If the day fixed for the annual meeting shall be a legal holiday, such meeting shall
be held on the next succeeding business day. If the election of Directors shall not be held on the
day designated herein for any Annual Meeting, or at any adjournment thereof, the Board of
Dirzctors shall cause the election to be held at a special meeting of the Shareholders as soon
thereafter as conveniently may be held.

Section 2. SPECIAL MEETINGS. Special meeting of the Shareholders may be
called exclusively by the President or by the Board of Directors.

_ Section 3. PLACE OF MEETING. The Board of Directors may designate any place,
either within or without the State of Missouri, as the place of meeting for any annual meeting of
the Shareholders or for any special meeting of the Shareholders called by the Board of Directors.
The: Shareholders may designate any place, either within or without the State of Missouri, as the
place for the holding of such meeting, and may include the same in a waiver of notice of any
mecting. If no designation is made, or if a special meeting be otherwise called, the place of
meeting shall be the registered office of the corporation in the State of Missouri, except as
otherwise provided in Section 5 of this Article,

Section4.  NOTICE OF MEETINGS. Written or printed notice stating the place, day
and hour of the meeting and, in case of a special meeting, the purpose or purposes for which the
meeting is called, shall be delivered not less than ten (10) nor more than seventy (70) days before
the date of the méeting; eithiér pérsonally or by mail, by or at the direction of the President, or the
Secretary, or the officer or persons calling such meeting, to each Sharcholder of record entitled
to vote at such meeting. [f mailed, such notice shall be deemed to be delivered when deposited
in the United States mail in a sealed envelope addressed to the Shareholder at his address as it
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appears on the records of the Corporation, with postage thereon prepaid. Notice shall be
published to the extent required by the laws of the State of Missoun. o

Section 5. MEETING OF ALL SHAREHOLDERS. If all of the Shareholders shall
meet at any time and place, either within or without the State of Missouri, and consent to the
holding of a meeting, such meeting shall be valid, without cali or notice, and at such meeting any
corporate action may be taken.

Section 6. VOTING LISTS. At least ten days before each meeting of Shareholders,
the; officer or agent having charge of the transfer book for shares of the Corporation shalt make a
complete list of the Shareholders entitled to vote at such meeting, arranged in alphabetical order
with the address of, and the number of shares held by, each Shareholder, which list, for a period
of ten days prior to such meeting, shatl be kept on file at the registered office of the Corporation
and shall be subject to inspection by any Shareholder at any time during usual business hours.
Such list shall also be produced and kept open at the time and place of the meeting and shall be
subject to the inspection of any Shareholder during the whole time of the meeung The original
share ledger or transfer book, or a duplicate thereof kept in this state, shall be prima facie
evidence as to who are the Shareholders entitled to examine such list or share ledger or transfer
book or to vote at any meeting of Shareholders.

Section-7. QUORUM. A majority of the outstanding shares of the Corporation,
represented in person or by proxy, shall constitute a quorum at any meeting of the Shareholders;
provided, that if less than a majority of the outstanding shares are represented at said meeting,
from time to time, without further notice, to a date not longer than ninety days from the date
originally set for such meeting.

Section 8. PROXIES. At all meetings of Shareholders, a Shareholder may vote by
proxy executed in writing by the Shareholder or by his duly authorized attorney-in-fact. Such
proxy shall be filed with the Secretary of the Corporation before or at the time of the meeting.
No proxy shall be valid after eleven months from the date of its execution, unless otherwise
provided in the proxy.

Section 9. VOTING OF SHARES. Subject to the provisions of Section 12, each
outstanding share of capital stock having voting rights shall be entitled to one vote upon each
matter submitted to a vote at a meeting of Shareholders.

Section 10.  VOTING OF SHARES BY CERTAIN HOLDERS. Shares standing in
the: name of another corporation, domestic or foreign, may be voted by such officer, agent, or
proxy as the By-Laws of such corporation may prescribe, or, in the absence of such provision, as
the Board of Directors of such corporation may determine.

Shares standing in the name of a deceased person may be voted by his administrator or
executor, either in person or by proxy. Shares standing in the name of a guardian, curator, or
trustee may be voted by such fiduciary, either in person or by proxy, but no guardian, curator, or
trustee shall be entitled, as such fiduciary, to vote shares held by him without a transfer of such
~ shares into his name.
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Shares standing in the name of a receiver may be voted by such receiver, and shares held

by or under the control of a receiver may be voted by such receiver without the transfer thereof

into his name if authority so to do be contained in an appropriate order of the court by which
such receiver was appointed.

: A Shareholder whose shares are pledged shall be entitled to vote such shares until the
shares have been transferred into the name of the pledgee, and thereafter the pledgee shall be
entitled to vote the shares so transferred.

Section 1. CUMULATIVE VOTING. In all elections for Directors, every
Sharcholder shall have the right to vote, in persor or by proxy, the number of shares owned by
him, for as many persons as there are Directors to be elected, or to cumulate said shares, and give
one candidate as many votes as the number of Directors multiplied by the number of his shares
shall equal, or distribute them on the same principal among as many candidates as he shall see
fit.

Section-12. INFORMAL ACTION BY SHAREHOLDERS. Any action which may
be taken at a meeting of the Shareholders may be taken without a meeting if a consent in writing,

setting forth the action so taken, shall be signed by all of the Shareholders entitled to vote with
respect to the subject matter thereof.

Section 13,  NOMINATION OF DIRECTORS. Nomination of persons for election to
the Board of Directors of the Corporation at a meeting of the Sharcholders may be made by or at
the clirection of the Board of Directors or may be made at a meeting of Shareholders by any
Shareholder of the Corporation entitled to vote for the election of Directors at the meeting in
compliance with the notice procedures set forth in this Section 13 of Article II. Such
nomination, other than those made by or at the direction of the Board, shall be made pursuant to
timely notice in writing to the Secretary of the Corporation. To be timely, a Shareholder’s notice
shall be delivered to or mailed and received at the principal executive offices of the Corporation
not less than fifty (50) days nor more than seventy-five (75) days prior to the meeting; provided,
howszver, that in the event that less than sixty-five (65) days' notice or prior public disclosure of
the date of the meeting is given or made to Shareholders, notice by the Sharcholder to be timely
mus: be so received no later than the close of business on the fifteenth (15th) day following the
day on which such notice of the date of the meeting was mailed or such public disclosure was
madz, whichever first occurs. Such Shareholder's notice to the Secretary shall set forth {2) as to
c¢ach person whom the Shareholder proposes to nominate for election or re-election as a Director,
(i) the name, age, business address and residence address of the person, (ii) the principal
occupation or employment of the person, (jii) the class and number of shares of capital stock of
the Corporation which are beneficially owned by the person and (iv) any other information
relating to the person that is required to be disclosed in solicitations for proxies for election of
Directors pursuant to Regulation 14A under the Securities Exchange Act of 1934, as amended
(the "Exchange Act"); and (b) as to the Shareholder giving the notice (i) the name and record
address of the Shareholder and-(ii) the class and number of shares of capital stock of the
Corporation which are beneficially owned by the Shareholder. The Corporation may require
any proposed nominee to fumish such other information as may reasonably be required by the
Corporation to determine the eligibility of such proposed nominee to serve as Director of the

3
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- Corporation. No person shall be eligible for election as a Director of the Corporation at 2
meeting of the Shareholders unless such person has been nominated in accordance with the
procedures set forth herein. 1f the facts warrant, the Chairman of the meeting shall determine
and declare to the meeting that a nomination does not satisfy the requirements set forth in the
preceding sentence and the defective nomination shall be disregarded. Nothing in this
Section 13 shall be construed to affect the requirements for proxy statements of the Corporation
under Regulation 14A of the Exchange Act.

Section 14. PRESENTATION OF BUSINESS AT SHAREHOLDERS' MEETINGS.
At any meeting of the Shareholders, only such business shall be conducted as shall have been
properly brought before the meeting. To be properly brought before a meeting, business must be
(a) specified in the notice of meeting (or any supplement thereto) given by or at the direction of
the Board of Directors, (b) otherwise properly brought before the meeting by or at the direction
of the Board of Directors, or (c) otherwise properly brought before the meeting by a Shareholder.
For business to be properly brought before a meeting by a Shareholder, the Shareholder must
have given timely notice thereof in writing to the Secretary of the Corporation. To be timely, a
Shareholder's notice shall be delivered to or mailed and received at the principal executive
offices of the Corporation not less than fifty (50) days nor more than seventy-five (75) days prior
to the meeting; provided, however, that in the event that less than sixty-five (65) days’ notice or
prior public disclosure of the date of the meeting is given or made to Shareholders, notice by the
Shareholder to be timely must be so received no later than the close of business on the fifteenth
(15th) day following the day on which such notice of the date of the meeting was mailed or such
public disclosure was made, whichever first occurs. Such Shareholder's notice to the Secretary
shall set forth (a) as to each matter the Shareholder proposes to bring before the meeting, a brief
description of the business desired to be brought before the meeting and the reasons for
conducting such business at the meeting, and (b) as to the Shareholder giving the notice (i) the
name and record address of the Shareholder, (ii) the class and number of shares of capital stock
of the Corporation which are beneficially owned by the Shareholder and (jiiy any material
interest of the Shareholder in such business. No business shall be conducted at a meeting of the
Shareholders unless proposed in accordance with the procedures set forth herein. The Chairman
of the meeting shall, if the facts warrant, determine and declare to the meeting that business was
nct properly brought before the meetmg in accordance with the foregoing procedure and such
business shall not be tranisacted. To the extent this Section 14 shall be deemed by the Board of
Directors or the Securities and Exchange Commission, or finally adjudged by a court of
competent jurisdiction, to be inconsistent with the right of shareholders to request inclusion of a
proposal in the Corporation's proxy statement pursuant to Rule 14a-8 promulgated under the
Exchange Act, such rule shall prevail.

Section 15. - PRESIDING OFFICIALS. The Chairman of the Board of Directors, or in
hi: absence or mab:llty, the President, or in his absence or inability to act, a Vice President shall
prl.«SldC at all Shareholders’ meetings.

 ARTICLE 11 - DIRECTORS

Section 1. GENERAL POWERS. The business and affairs of the Corporation shall
be managed by its Board of Directors.
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Section2.  NUMBER, ELECTION AND TERM. The number of Directors of the
Corporation shall be seven (7). Subject to the rights of the holders of any other series or class of
stock as set forth in the Articles of Incorporation to elect Directors under specified
circumstances, the Directors shall be divided with respect to the time for which they severally
hold office into three classes, as ncarly equal in number as possible, with the term of office of the
first class to-expire at the 2005 annual meeting of Shareholders, the term of office of the second
class to expire at the 2006 annual meeting of Shareholders, and the term of office of the third
class to expire at the 2007 annual meeting of Shareholders.

Each Director shall hold office until his or her successor shall have been duly elected and
qualified, or until such Director's earlier death, incapacity, disqualification, resignation or
removal. At each annual meeting of Shareholders, commencing at the 2005 annual meeting, (A)
Directors elected to succeed those directors whose terms then expire shall be elected for a term
of office to expire at the third succeeding annual meeting of Shareholders after their election,
with each Director to hold office until his or her successor shall have been duly elected and
qualified, and (B) if authorized by a resolution of the Board of Directors, Directors may be
elected to fill any vacancy on the Board of Directors, regardless of how such vacancy shall have
been created. Any Director may be elécted for successive terms. A full term for a Director shall
consist of three full years.

Section 3. REGULAR MEETINGS. A regular meeting of the Board of Directors
shall be held without other notice than this By-Law, immediately after, and at the same place as,
the annual meeting of Sharcholders. The Board of Directors may provide, by resolution, the time
and place, either within or without the State of Missouri, for the holding of additional regular
meetings with notice of such resolution to all Directors.

Section4.  SPECIAL MEETINGS. Special meetings of the Board of Directors may
be called by or at the request of the President or any two Directors. The person or persons
authorized to call special meetings of the Board of Directors may fix any place in the United
States, either within or without the State of Missouri, as the place for holding any special
meeting of the Board of Directors called by them.

~ SectionS.  NOTICE. Notice of any special meeting shall be given at least five days
previously thereto by written notice delivered personally or mailed to each Director at his
business address, or by telegram provided, however, that if the designated meeting place is
without the State of Missouri, an additional five days notice shall be given. If mailed, such
notice shall be deemed-to be delivered when deposited in the United States mail in a sealed
énvelope so addressed, with postage thereon prepaid. If notice be given by telegram, such notice
shall be deemed to be delivered when the telegram is delivered to the telegraph company. Any
Dircctor may waive notice of any meeting. The attendance of a Director at any meeting shall
constitute a waiver of notice of such meeting, except where a Director attends a meeting for the
express purpose of objecting to the transaction of any business because the meeting is not
lawfully called or convened. Neither the business to be transacted at, nor the purpose of, any
regular or special meeting of the Board of Directors need be specified in the notice or waiver of
notice of such meeting.
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Section 6. QUORUM. A majority of the Board of Directors shall constitute a
quorum for the transaction of business at any meeting of the Board of Directors, provided thatif
less than a majority of the Directors are present at said meeting, a majority of the Directors
present may adjourn the meeting from time to time without further notice.

Section 7. MANNER OF ACTING. The act of the majority of the Directors present
at a meeting of the Directors at which a quorum is present shall be the act of the Board of
Directors.

Section 8.  VACANCIES. In case of the death or resignation or disqualification of
one or more of the Directors, a majority of the survivors or remaining Directors, even if such
majority does not constitute a quorum, may fill such vacancy or vacancies until the successor or
successors are elected at the next annual meeting of the Shareholders. A Director elected to fill a
vacancy shall serve as such until the next annual meeting of the Shareholders. In the event the
Shareholders do not elect a full slate of seven (7) Directors at the annual meeting or the number
of Diirectors falls below seven (7) for whatever reason between annual meetings, the remaining
Dire.ctors may establish any number of three (3), four (4), five (5) or six (6) Directors to
constitute the complete Board of Directors until the next annual meeting without the need to fill
vacant Director positions and attendance at meetings of a majority of the existing Directors at
any such designated, reduced size Board of Directors shall constitute a quorum in accord with
Seciion 6 of this Article {11

Section 9. COMPENSATION. Directors as such shall not receive any stated salaries
for their services, but by resolution of the Board of Directors, an annual retainer and/or a fixed
sum: plus expenses of attendance, if any, may be allowed for attendance at each regular or special
meeting of the Board of Directors or at any Committee meeting thereof; provided, that nothing
herein contained shall be construed to preclude any Director from serving the Corporation in any
other capacity and receiving compensation therefor.

_ Section 10. EXECUTIVE COMMITTEE. The Board of Directors may authorize and
designate from time to time or on a regular basis three (3) Directors to constitute an Executive
Committee which shall have and exercise all powers of the Board of Directors in the
management of the Corporation.

Section 11. INFORMAL ACTION BY DIRECTORS. Any action which may be
taken at a meeting of the Directors may be taken without a meeting if a consent in writing,
setting forth the action so taken, shall be signed by all of the Directors entitled to vote with
respect to the subject matter thereof.

ARTICLE 1V - OFFICERS

Section!.  NUMBER. The officers of the Corporation shall be a Chairman of the
Bozrd of Directors, a President, one or more Vice-Presidents (the number thereof to be
determined by the Board of Directors), a Treasurer, a Secretary and such other officers as may be
elected in accordance with the provisions of this Article. The Chairman of the Board of
Diractors.and the President shall be chosen from the Members of the Board of Directors. The
remaining officers of the Corporation need not be chosen from the Members of the Board, but
6
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they may be so chosen. The Board of Directors, by resolution, may create the offices of one or

more assistant Treasurers and assistant Secretaries, all of whom shall be elected by the Board of

Directors. Any two or more offices may be held by the same person, except the offices of
President and Secretary.

All officers and agents of the Corporation, as between themselves and the Corporation,
shall have such authority and perform such duties in the management of the propesty and affairs
of the Corporation as may be provided in the By-Laws, o, in the absence of such provisions, as
may be determined by resolution of the Board of Directors.

Section 2. ELECTION AND TERM OF OFFICE. The officers of the Corporation
shall be elected annually by the Board of Directors at the first meeting of the Board of Directors
held after each annual meeting of Shareholders. If the election of officers shall not be held at
such meeting, such election shall be held as soon thereafter as conveniently may be. New offices
may be created and filled at any meeting of the Board of Directors. Each officer shall hold office
until his successor shall have been duly elected and shall have qualified or until his death or until
he shall resign or shall have been removed in the manner hereinafter provided.

Section 3. REMOVAL. Any officer or agent elected or appointed by the Board of
Directors may be removed by the Board of Directors whenever in its judgment the best interests
of the Corporation would be served thereby, but such removal shall be without prejudice to the
contract rights, if any, of the person so removed.

Section 4. VACANCIES. If the office of any officer of the Corporation becomes
vacant because of death, resignation, removal, disqualification or for any other reason or if any
officer of the Corporation is unable to perform the duties of his office for any reason, the Board
of Directors may choose a successor who shall replace such officer or the Board of Directors
may delegate the duties of any such vacant office to any other officer or to any Director of the
Corporation for the unexpired portion of the term.

Section5.  THE CHAIRMAN OF THE BOARD. The Chairman of the Board of
Dir:ctors shall be the principal executive officer of the Corporation and shall preside at all
meutings of Shareholders and Directors. The Chairman shall possess the same power as the
President and may sign all certificates, contracts, and other instruments of the Corporation which
may be authorized by the Board of Directors except where by law the signature of the President
is required. During the absence or disability of the President, he shall exercise all the powers and
discharge all the duties of the President.

Section 6.  PRESIDENT. The President shall supervise and control the business and
affairs of the Corporation. He shall preside at all meetings of the Shareholders and of the Board
of Directors in the absence of the Chairman of the Board of Directors. He may sign, with the
Secretary or Treasurer or any other proper officer thereunto authorized by the Board of

Dirzctors, certificates for shares of the Corporation, any deeds, mortgages, b_o_:_:«_i_;;, contracts,or

other instruments which the Board of Directors have authorized to be executed, except in cases
where the signing and execution thereof shall be expressly delegated by the Board of Directors
or by these By-Laws to some other officer or agent of the Corporation, or shall be required by

7
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law to be otherwise signed or executed; and, in general, shall perform all duties incident to the
office of President and such other duties as may be prescribed by the Board of Directors from
time to time. Unless the Board otherwise provides, the President, o any person designated in
writing by him, may (i) attend meetings of shareholders of other corporations to represent this
Corporation and to vote or take action with respect to the shares of any such corporation owned
by this Corporation in such manner as he or his designee may determine, and (ii) execute and
deliver waivers of notice and proxies for and in the name of the Corporation with respect to any
such shares owned by his Corporation.

Section 7. THE VICE-PRESIDENT. In the absence of the President or the Chairman
of the Board or in the event of inability or refusal to act by both, the Vice-President (or in the
event there be more than one Vice-President, the Vice-Presidents in the order of their election)
shall perform the duties of the President, and when so acting, shall have all the power of and be
subject to all the restrictions upon the President. Any Vice-President may sign, with the
Secretary or an Assistant Secretary, or with the Treasurer or an Assistant Treasurer, certificates
for shares of the Corporation; and shall perform such other duties as from time to time may be
assigned to him by the President or by the Board of Directors.

Section 8. THE TREASURER. If required by the Board of Directors, the Treasurer
shall give a bond for the faithful discharge of his duties in such sum and with such surety or
sureties as the Board of Directors shall determine. He shall: (a) have charge and custody of and
be responsible for all funds and securities of the Corporation from any source whatsoever, and
deposit all such monies in the name of the Corporation in such banks, trust companies or other
depositaries as shall be selected in accordance with the provisions of Article VI of these By-
Laws; (b) in general, perform all the duties incident to the office of Treasurer and such other
duties from time to time may be assigned to him by the President or by the Board of Directors.

Section 9. THE SECRETARY. The Secretary shail: (a) keep the minutes of the
Shiareholders’ and of the Board of Directors’ meetings in one or more books provided for that
purpose; (b) see that all notices are duly given in accordance with the provisions of these By-
Laws or as required by law; (c) be custodian of the corporate records and of the seal of the
Corporation and see that the seal of the Corporation is affixed to all certificates for shares prior
to the issue thereof and to all documents, the execution of which on behalf of the Corporation
under its seal is duly authorized in accordance with the provisions of these By-Laws; (d) sign
with the President, or a Vice-President, certificates for shares of the Corporation, the issue of
which shalt have been authorized by resolution of the Board of Directors; (e) in general, perform
all duties as from time to time may be assigned to him by the President or by the Board of
Directors. '

Section 10.  ASSISTANT TREASURERS AND ASSISTANT SECRETARIES. The
Aisistant Treasurers shall, respectively, if required by the Board of Directors, give bonds for the
faithful discharge of their duties in such sums and with such sureties as the Board of Directors
shafl determine. Assistant Secretaries and Treasurers, as thereunto authorized by the Board of
Directors niay sign with the President or a Vice-President certificates for shares of the
Corporation the issue of which shall have been authorized by a resolution of the Board of
Directors. The Assistant Treasurers and Assistant Secretaries, in general, shall perform such
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dutics as shall be assigned to them by the Treasurer or the Secretary, respectively, or by the
President or the Board of Directors. _ o e

Section 1. SALARIES. The salaries of the officers shall be fixed from time to time
by the Board of Directors and no officer shall be prevented from receiving such salary by reason
of the fact that he is also a Director of the Corporation.

ARTICLE V - AGENTS AND ATTORNEYS

The Board of Directors may appoint such agents, attorneys, and attorneys-in-fact-of the
Corporation as it may deem proper, and may, by written power of attoracy, authorize such
agerds, attorneys, or attomeys-in-fact, to represent it and for it and in its name, place and stead,
and for its use and benefit to transact any and all business which said Corporation is authorized
to uansact or do by its Articles of Incorporation, and in its name, place and stead, and as its
corporate act and deed, to sign, acknowledge and execute any and all contracts and instruments,
in writing necessary or convenient in the transaction of such business as fully to all intents and
purposes as said Corporation might or could do if it acted by and through its regularly elected
and qualified officers.

ARTICLE VI - CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section . CONTRACTS. The Board of Disectors may authorize any officer or
officers, agent or agents, to enter into any contract or execute and deliver any instrument in the
name of and on behalf of the Corporation, and such authority may be general or confined to
specific instances.

Section 2. LOANS. No loans shall be contracted on behalf of the Corporation and no
evidences of indebtedness shall be issued in its name unless authorized by a resolution of the
Board of Directors. Such authority may be general or confined to specific instances.

Section 3. CHECKS. DRAFTS,. ETC. All checks, drafts, or other orders for the
payment of money, notes or other evidences of indebtedness issued in the name of the
Corporation, shall be signed by such officer of officers, agent or agents of the Corporation and in
such manner as shall from time to time be determined by resolution of the Board of Directors.

Section4.  DEPOSITS. All funds of the Corporation not otherwise employed shall be
deposited from time to time to the credit of the Corporation in such banks, trust companics or
other depositaries as the Board of Directors may select. :

ARTICLE VI - CERTIFICATES FOR SHARES AND THEIR TRANSFER

Sectionl.  CERTIFICATES FOR SHARES. Certificates representing shares of the
Corporation shall be in such form as may be determined by the Board of Directors. Such
certificates shall be signed; manually or by facsimile, if such certificates be signed by the transfer
agent and registrar, by the President or Vice-President and by the Secretary, Treasurer or an
Assistant Secretary or Treasurer, and shall be sealed with the seal of the Corporation or facsimile
therzof.” All certificates for shares shall be consecutively numbered. The name of the person
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owning the shares represented thereby with the number of shares and date of issue shall be
entered on the books of the Corporation. Al certificates surrendered to the Corporation for

transfer shall be cancelled and no new certificate shall be issued until the former cerfificate fora

like number of shares shall have been surrendered and cancetled, except that in case of a lost,
dest-oyed or mutilated certificate a new one may be issued therefor upon such terms and
indemnity to the Corporation as the Board of Directors may prescribe.

Section2.  TRANSFERS OF SHARES — TRANSFER AGENT — REGISTRAR.
Transfers of shares of stock shall be made on the stock record or transfer books of the
Corporation only by the person named in the stock certificate, or by his attorney lawfully
constituted in writing, and upon surrender of the certificate therefor. The stock record book and
other transfer records shall be in the possession of the Secretary or of a transfer agent or transfer
clerl for the Corporation. The Corporation, by resolution of the Board, may from time to time
appoint a transfer agent or transfer clerk, and, if desired, a registrar, under such arrangements and
upon such terms and conditions as the Board deems advisable, but until and unless the Board
appoints some other person, firm or corporation as its transfer agent or transfer clerk (and upon
the revocation of any such appointment, thereafter until a new appointment is similasly made)
the Secretary of the Corporation shall be the transfer agent or transfer clerk of the Corporation
without the necessity of any formal action of the Board, and the Secretary, or any person
designated by him, shall perform all or the duties thereof.

Section3.  TREASURY STOCK. All issued and outstanding stock of the
Corporation that may be purchased or otherwise acquired by the Corporation shall be treasury
stock, and shall be subject to disposal by action of the Board of Directors. Such stock shall
neither vote nor participate in dividends while held by the Corporation.

Section4.  CLOSING OF TRANSFER BOOKS OR FIXING OF RECORD DATE.
The: Board of Directors of the Corporation may close its stock transfer books for a period not
exceeding fifty (50) days preceding the date of any meeting of Shareholders, or the date for the
payment of any dividend or for the allotment of rights or the date when any change or conversion
or exchange of shares shall be effective; or, in lieu thereof, may fix in advance a date, not
exceeding fifty (50) days preceding the date of any dividend or for the allotment of rights, or to
the date when any change or reconversion or exchange of shares shall be effective, as the record
date for determination-of Shareholders entitled to notice of, or to vote at, such meeting, or
Shareholders entitled to receive payment of any such dividend or to receive any such allotment
of rights, or to exercise rights in respect of any such change, conversion or exchange of shares;
and the Shareholders of record on such date of closing the transfer books, or on the record date
so fixed, shail be the Shareholders entitled to notice of and to vote at, such meeting, or to receive
payment of such dividend, or to receive such allotment of rights, or to exercise such rights, as the
case may be. If the Board of Directors shall not have closed the transfer books or set a record
dats for the determination of its Shareholders entitled to vote or of any other Shareholder rights,
the date on which notice of the meeting is mailed or the date such dividend is declared or other
right announced; as-the case may be, shall be the record date for such determination of
Shareholders so entitled to vote.

10
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ARTICLE VIII - FISCAL YEAR

The fiscal year of the Corporation will begin on the first day of May in each year starting
in 1985 and end on the last day of April in each year.

ARTICLE IX - DIVIDENDS

The Board of Directors may from time to time, declare, and the Corporation may pay,
dividends on its outstanding shares in the manner and upon the terms and conditions provided by
law and its Articles of Incorporation.

ARTICLE X - SEAL

The Corporation shall have a corporate seal which shall have inscribed around the
circumference thereof “TOROTEL, INC., Missouri,” and elsewhere thereon shall bear the words
“Corporate Seal.” The corporate seal may be affixed by impression or may be by facsimile.

ARTICLE XI - WAIVER OF NOTICE

Whenever any notice whatever is required to be given under the provisions of these By-
Laws or under the provisions of the Articles of Incorporation or under the provisions of The
General and Business Corporation Law of Missouri, waiver thereof in writing, signed by the
person or persons entitled to such notice, whether before or after the time stated therein, shall be
de=med equivalent to the giving of such notice. '

ARTICLE XII - INDEMNIFICATION OF OFFICERS, DIRECTORS AND OTHERS

The Corporation will indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action, suit or proceeding whether civil,
criminal, administrative or investigative, other than an action by or in the right of the
Corporation, by reason of the fact that he is or was serving at the request of the Corporation as a
Director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise, against expenses, including attorney’s fees, judgments, fines and amounts paid
in settlement actually and reasonably incurred by him in connection with such action, suit, or
proceeding if he acted in good faith and in a manner he reasonably believed to be in or not
opposed to the best interests of the Corporation, and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful. The determination of
any action, suit, or proceeding by judgment, order, setttement, conviction or upon a-plea of nolo
contendere or its equivalént, shall not of itself create a presumption that the person did not act in
good faith and in a manner which he reasonably believed 10 be in or not opposed to the best
interests of the Corporation, and, with respect to any criminal action or proceeding, had
reasonable cause to believe that his conduct was unlawful.

The Corporation will indemnify any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action or suit by or in the right of the
Corporation to procure a judgment in its favor by reason of the fact that he is or was a Director,
officer, employee or agent of the Corporation, or is or was serving at the request of the
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Corporation as a Director, officer, employee or agent of another corporation, partnership, joint
ventuse, trust or other cnerprise against expenses, including attomey’s fees, actually and
reasonably incurred by him in connection with the defense o settlement of the action or suit ifhe
acted in good faith and in a manner he reasonably believed to be in or not opposed to the best
interests of the Corporation; provided, however, that no indemnification shall be made in respect
of any claim, issue or matter as to which such person shall have been adjudged to be liable for
nepligence or misconduct in the performance of this duty to the Corporation unless and only to
the: extent that the court in which the action or suit was brought determines upon application that
, daspite the adjudication of liability and in view of all the circumstances of the case, the person
is fairly and reasonably entitled to indemnity for such expenses which the court shall deem

proper.

To the extent that a Director, officer, employee or agent of the Corporation has been
successful on the merits or otherwise in defense of any action, suit or proceeding referred to
above, or in defense of any claim, issue or matter therein, he shall be indemnified against
expenses, including attorney’s fees, actually and reasonably incurred by him in connection with
the action, suit or proceeding.

Any indemnification under either of the first two paragraphs of this Section, unless
ordered by a court, shall be made by the Corporation only as authorized in the specific case upon
a determination that indemnification of the Director, officer, employee or agent is proper in the
circumstances because he has met the applicable standard of conduct set forth in the appropriate
statutes of the State of Missouri. Such determination shall be-made by the Board of Directors of
the Corporation by a majority vote of a quorum of Directors who were not parties to the action,
suit; or proceeding, or, if such a quorum is not obtainable, or , even if obtainable, a quorum of
disinterested Directors so directs, by independent legal counsel in a written opinion, or by the
Shareholders of the Corporation.

Expenses incurred in defending a civil or criminal action, suit or proceeding may be paid
by the Corporation in advance of the final disposition of the action, suit, or proceeding as
authorized by the Board of Directors in the specific case upon receipt of an undertaking by or on
behalf of the Director, officer, employee or agent to repay such amount unless it shall ultimately
be determined that he is entitled to be indemnified by the Corporation.

"The indemnification provided by this-Section shall not be deemed exclusive of any other
rights to which those seeking indemnification may be entitled under any By-Law, agreement,
vote of Shareholders or disinterested Directors or otherwise, both as to action in his official
capacity and as to action in another capacity while holding such office, and shall continue as to a
person who has ceased to be a Director, officer, employee or agent and shall inure to the benefit
of the heirs, executors and administrators of such person.

The Corporation may purchase and maintain insurance on behalf of any person who is or
was a Director, officer, employee or agent of the Corporation, or is or was serving at the request
of the Corporation as a Director, officer, employee or agent of another corporation, partnership,
join venture, trust or other enterprise against any liability asserted against him and incurred by
him in any such capacity, or arising out of his status as such, whether or not the Corporation
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would have the power to indemnify him against such fiability under the provisions of this

Sc‘:tion' - . . P I e e e . - . . e e e - i T T T U

ARTICLE XIII - AMENDMENTS

~ These By-Laws may be altered, amended or repealed and new By-Laws may be adopted
by the affirmative vote of two-thirds of the Corporation’s Shareholders at any annual meeting of
the: Shareholders or at any special meeting of the Shareholders called for that purpose or by the
Board of Directors; provided, however, that the power of the Directors to alter, amend, suspend
or repeal the By-Laws or any portion thereof may be denied as to any By-Laws or portion
thereof enacted by the Shareholders if at the time of such enactment the Shareholders shall so
expressly provide. :
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June 5, 2007

Torotel, Inc.
620 North Lindenwood
Olathe, KS 66062

Re:  Omission of Shareholder Proposal of Basil P. Caloyeras
Ladies and Gentlemen:

By letter dated April 20, 2007, Basil P. Caloyeras (the “Proponent") has
requested the inclusion of a shareholder proposal (the “Proposal™) and supporting
statement in the proxy materials being prepared in connection with the 2007 annual
meeting of shareholders (the “Annual Meeting'") of Torotel, Inc., a Missouri
corporation (the “Company™).

The Proposal is a shareholder resolution which requests that the Company's
board of directors (the "Board of Directors") (i) submit to a vote of shareholders of
the Company for approval an amendment to Article Nine of the Company’s Articles
of Incorporation (the “Articles”), as follows: “Only a majority of the Shareholders
shall have the power to make, alter, amend, suspend or repeal the By-Laws for the
Corporation from time to time,” and (ii) add a new Article at the end of the Articles,
as follows: “With respect to the By-Laws in effect as of the date of this amendment,
the following provision is hereby revoked in its entirety: Article XII1.” The
Proponent has also provided a supporting statement which endeavors to justify such
action and obtain proxy support.

You have requested our opinion regarding whether the Proponent's proposal
would be improper under the Missouri General and Business Corporation Law (the
“MGBCL”). Capitalized terms not otherwise defined herein shall have the meanings
assigned to them in the Torotel Letter (defined below).

Documents Reviewed/Scope of Investigation

For purposes of rendering our opinion as expressed herein, we have been
furnished and have reviewed the following documents:
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(1) the Proposal and the supporting statement;

(i)  that certain Request for No-Action Letter, of even date herewith (the
"“Torotel Letter"), from the Company to the Division of Corporation Finance of the
Securities and Exchange Commission (the "Commission"), regarding the Company's
desire to exclude the Proposal from its proxy statement and form of proxy for the
Annual Meeting;

(iii)  Section 351.090 of the MGBCL;
(iv)  the Articles; and

(v}  such other certificates, documents, records and papers, as we have
deemed necessary and relevant as a basis for this opinion.

With respect to the foregoing documents, we have assumed: (i) the
authenticity of all documents submitted to us as originals; (ii) the conformity to
authentic originals of all documents submitted to us as copies; (iii} the genuineness of
all signatures and the legal capacity of natural persons; and (iv) that the foregoing
documents, in the forms thereof submitted to us for our review, have not been and
will not be altered or amended in any respect material to our opinion as expressed
herein.

We have not reviewed any document other than the documents listed above
for purposes of rendering our opinion, and we assumed that there exists no provision
of any such other document that bears upon or is inconsistent with our opinion as
expressed herein. In addition, we have conducted no independent factual
investigation of our own, but rather have relied solely on the foregoing documents,
the statements and information set forth therein and the additional matters recited or
assumed herein, all of which we assume to be true, complete and accurate in all
material respects.

Opinion

For the reasons articulated below, it is our opinion that, under the laws of the
State of Missouri, the Proposal, if implemented, would cause the Company to violate
state law because the Proposal is structured as a “mandatory” proposal and notas a
“precatory” proposal. Under Section 351.090 of the MGBCL, any shareholder
proposal seeking to amend the articles of incorporation of a company cannot be
submitted directly by one shareholder to the other shareholders of the company for
purposes of voting on such amendment; it can only be submitted to the shareholders
for a vote by the company’s board of directors. We hereby concur with the legal
analysis in the Torotel Letter in Part III of the Bases for Excluding the Proposal
section ("The Proposal May Be Excluded under Rule 14a-8(i)(2) Because the
Proposal Would, If Implemented, Cause the Company to Violate State Law").

DB02/804018.0002/7596069.1
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The opinions expressed herein are given only with respect to the present status of
the laws of the State of Missouri. We express no opinion as to any matter arising under
the laws of any other jurisdiction, This letter is given as of the date hereof, and we
assume no obligation to update or supplement this letter in response to subsequent
changes in the law or future events or circumstances.

This opinion letter is rendered only to the Company and is solely for its
benefit. This opinion letter may not be relied upon or used, circulated, quoted or
otherwise referred to for any other purpose or relied upon by any other person for any
purpose whatsoever, without obtaining in each instance our prior written consent;
provided, however, we hereby consent to the Company furnishing a copy of this
opinion to the Commission in connection with the Torotel Letter.

STINSON MORRISON HECKER LLP

o /7 o Thak 227
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Washington, D.C. 20549

Re: Response to Torotel’s Omission of Shareholder Proposal of Basil P. Caloyeras

Ladies and Gentlemen:

This law firm represents Basil P. Caloyeras (the “Proponent”). We have been asked to
respond, on behalf of the Proponent, to the June 5, 2007 letter from Stinson Morrison Hecker
LLP, counsel to Torotel, Inc. (the “Company”), requesting that the Division of Corporate
Finance (the “Staff”) of the Securities and Exchange Commission (the “Commission”) conclude
that no enforcement action will be recommended if the Company omits the Proponent’s
shareholder proposal (the “Proposal”) from the Company’s proxy materials. In its letter to the
Staff, the Company’s counsel asks the Staff to concur with the Company’s reasoning for
excluding the Proposal from the Company’s proxy materials on the grounds that the Proposal
violates: (1} Rule 14a-8(b), in that the Proponent is unable to make true his statement that he
will hold his shares through the date of the annual meeting; (2) Rule 14a-8(i)(1), in that the
Proposal 1s improper under state law; (3) Rule 14a-8(i)(2), in that the Proposal would, if
irnplemented, cause the Company to violate state law; and (4) Rule 14a-8(c), in that the Proposal
violates the one-proposal rule because it is allegedly one of several proposals submitted by
Proponent and other sharcholders who the Company believes are the “alter ego” of the
Proponent.

As explained below, we disagree with the Company’s assertions and legal conclusions
and respectfully request that the Commission deny the Company’s request for no-action relief.
Ir: support of our submission, we assert that: (1) The Proponent has provided a proper, valid
written statement of his intent to hold his shares through the date of the meeting pursuant to Rule
14a-8(b); and the Company’s pending, short-term option to purchase the Proponent’s shares does
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not diminish or negate the Proponent’s intent; (2) The Proponent is able to cure the Proposal and
remove any potential impropriety under state law, and thus the Proposal complies with Rule 14a-
&(1)(1); (3) The Proponent’s ability to cure the Proposal of potential impropriety under state law
prevents the Proposal from causing the Company to violate state law, and thus the Proposal
complies with Rule 14a-8(i)(2); and (4) Not only is there no person acting as an “alter ego” of
the Proponent, but the Company failed to properly notify the Proponent pursuant to Rule 14a-
E(H)(1) of the alleged deficiency of the one-proposal rule found in Rule 14a-8(c) due to its
allegation of the presence of those acting as the “alter ego” of the Proponent.

To maintain uniformity with the June 5 no-action request letter, when “Rule” is
referenced in this letter, it means a rule under Regulation 14A promulgated under the Securities
Exchange Act of 1934, as amended.

1. The Proposal May Not Be Excluded Pursuant to Rule 14a-8(b) Because the Proponent
Does Intend to Hold the Securities Through the Date of the 2007 Annual Meeting of
Shareholders

Rule 14a-8(b) requires that, in order to submit a shareholder proposal, the shareholder
must have held a minimum amount of stock for at least one year and hold that minimum amount
through the date of the meeting of shareholders when the proposal will be voted upon. The
shareholder must provide a written statement of intent to hold the shares of common stock
through the date of the meeting of the shareholders. If a shareholder, having made that
statement, fails to hold the shares through the meeting date, Rule 14a-8(f)(2) allows the company
to exclude any proposals from that shareholder for the next two years.

The Company incorrectly relies upon Exxon Mobil Corporation (January 23, 2001} and
AmVestors Financial Corporation (January 3, 1996) for the proposition that the Proponent has
provided a false written statement of his intent to hold his shares through the 2007 Annual
Meeting of Shareholders or that the Proponent lacks the ability to honor his statement of intent.

The Proponent entered into an agreement with the Company on April 17, 2007, granting
the Company the option to purchase all, but not less than all, of the 2,537,505 shares of Common
Stock owned by him, certain family members and a family partnership of which Proponent is a
partner, on or before July 31, 2007. The Proponent has not received any information or other
indication that the Company will exercise, or is capable of exercising that option. Mioreover,
iriformation currently available illustrates that the Company will not be in a financial position to
exercise the option, absent an extraordinary transaction. As such, the Proponent expects and
iritends to hold his subject shares through the 2007 Annual Meeting of Shareholders.
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The Company contends that the existence of the subject option prevents the Proponent
from being able to make true his statement of intent to hold his shares through the 2007 Annual
Meeting of Shareholders. However, without any evidence from the Company that it will
exercise its option, should the Commission endorse the Company’s request to exclude the
Proposal, the Proponent would be left in an untenable position. Rule 14a-8(b) was enacted to
protect companies and other non-proponent shareholders from the expense of proposals included
in proxy materials by shareholders without “some measured economic stake or investment
interest in the corporation.” Release No. 34-20091 (August 16, 1983). The Proponent clearly
has a measurable economic and investment interest in the 998,171 shares of Torotel’s Common
Stock he holds. Proponent will not take any action to sell his shares or otherwise diminish his
substantial economic interest in the Company, other than through the exercise of the option by
the Company, which action is outside of the control of the Proponent, and as indicated, does not
appear to be a likely event. By preventing the Proponent from protecting that interest because
the Company has an option it apparently has no intention of exercising, the Proponent is
irreparably harmed.

The Commission is wary of shareholder proposals submitted by shareholders without an
intent to own their stock through the meeting date, as expressed in AmVestors Financial
Corporation (January 3, 1996) and Exxon Mobil Corporation (January 23, 2001). However, in
both of those instances, the shareholders had highly speculative continuing interests.

In AmVestors, the proponent stated that he would hold his stock until after the meeting of
the shareholders so long as the shares did not reach his “selling point.” The proponent refused to
clarify “selling point” for the company despite repeated requests. The Commission supported
the company’s request to exclude the proponent’s proposal because the proponent failed to give a
clear intention to hold the stock until the meeting date or to explain “selling point” to the
£ompany.

In Exxon, the proponent stated that he held and would hoid “if possible” his stock until
after the meeting of the shareholders. Relying on AmVestors, the company argued that the
proponent’s failure to give an “unequivocal written statement” of intent to continue owning the
stock violated Rule 14a-8(b). Because the proponent failed to clarify his statement of intent and
failed to submit a timely statement, the Commission supported the company’s request to exclude
the proposal. In both instances, the uncertainty was within the control of the proponent, unlike in
the present instance.

Here, the Proponent has met all the technical requirements for submission. Furthermore,
the Company has not expressed an intent, or indicated its ability, to exercise the option. The
Proponent intends to continue owning his stock through the 2007 Annual Meeting of the
Shareholders. This is an express statement of intent as opposed to those offered in either Exxon
or AmVestors.
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The Company, not the Proponent, holds the power to make false the Proponent’s
intention. The Company is abusing this power, and using the aforementioned agreement and
option to place the Proponent in the untenable positions of being unable to protect his interests
through submitting the Proposal and being unable to actively pursue any other avenue to protect
his investment. The Proposal should be included in the proxy matenals for the 2007 Annual
Meeting of the Sharcholders, because excluding it sets a dangerous precedent—allowing
companies like the Company to manipulate shareholders and prevent thoughtful oversight of
their operations by the companies’ investors.

Finally, the regulations provide a remedy when a proponent fails to hold his shares
through the shareholder meeting. Rule 14a-8(f)(2) states that if a shareholder who submits a
shareholder proposal fails to hold the required securities through the meeting date, then “the
company will be permitted to exclude all of [that shareholder’s] proposals from its proxy
materials for any meeting held in the following two calendar years.”

The Company has no reasonable basis in fact or at law to exclude the Proposal from the
proxy materials for the 2007 Annual Meeting of Shareholders. Unless the Company exercises its
option, the Proponent clearly intends to hold the shares through the meeting date. Moreover,
based on the Company’s present financial outlook, the Company is unlikely to exercise its option
t2 purchase the Proponent’s shares. Finally, the Company already has a legal remedy against the
Proponent if the Proponent fails to hold his shares through the meeting date—exclude proposals
from the Proponent for the next two years.

2. The Proposal May Be Reformulated to Prevent Any Impropriety Under State Law
Thus Complying with Rule 14a-8(i)(1)

The Company objects to the inclusion of the Proposal because the mandatory nature of
the Proposal and its substance would be improper under state law. The Proposal sets forth an
amendment to the Company’s Articles of Incorporation to be adopted by the shareholders, which
15 the only viable method in which the Proponent can bring the substance of this matter before
the Company’s owners for discussion, as he has no other alternatives. This amendment would
offer shareholders of the Company greater protections in response to the Company’s repeated
efforts to restrict sharcholder rights. As originally submitted, the Proposal is set forth in
mandatory, as opposed to precatory, terms.
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The Missouri legislature enacted procedures for amending articles of incorporation in
Section 351.090 of the Missount General and Business Corporation Law (“MGBCL™).
Specifically, the board of directors must adopt resolutions setting forth proposed amendments to
the articles of incorporation and then submit those resolutions to the shareholders for a vote. The
board of directors need not adopt the proposed amendment and may submit the proposed
amendment directly to the shareholders. Although recently amended, this procedure does not
permit a shareholder to submit a proposed amendment to the articles of incorporation directly to
other shareholders.

As the Company suggests, if a proposal merely requests the board of directors to take
action, the proposal is precatory as opposed to mandatory. See Release No. 34-12999
(November 22, 1976). The Commission has reviewed instances where a mandatory proposal is
inproper under state law and thus excludable from the proxy materials. See PG&E Corporation
(January 18, 2001). However, the Commission has permitted a proponent to cure the defect
vhen the proposal can be “recast as a recommendation or request.” PG&E Corporation (January
18, 2001). See also Cisco Systems, Inc. (July 29, 2005); The Walt Disney Company (publicly
avatlable December 14, 2004); General Electric Company (January 27, 2004). In each of those
situations, the Commission granted the proponent seven days to submit a reformulated proposal
using precatory terms.

In the present situation, the deficiency letter did not give the Proponent notice that the
Proposal would be improper under state law. Although such notice is not required for this
particular defect, the Proponent would have, at that time, been able to recast the Proposal. The
Proponent is willing to recast his Proposal in precatory terms and has attached a reformulated
proposal.

The reformulated proposal will ask shareholders to request that the Company’s Board of
Directors submit to the shareholders the requested amendments to the Company’s Articles of
Incorporation for a vote, in compliance with MGBCL § 351.090. Moreover, this satisfies the
note to Rule 14a-8(1)(1) which states: “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 unless the company demonstrates otherwise.”

The Proponent respectfully requests that, in view of the Commission’s guidance in Cisco
Systems, Inc. (July 29, 2005), The Walt Disney Company (publicly available December 14,
2004), General Electric Company (January 27, 2004), and PG&E Corporation (January 18,
2001), the Commission accept this reformulated proposal. This reformulated proposal cures any
irapropriety under state law.
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3. The Reformulated Propesal Will Not Cause the Company to Violate State Law and
Cannot Be Excluded Pursuant to Rule 14a-8(i}(2)

As previously discussed, the Commission will permit a shareholder to reformulate his or
her proposal to be proper under state law. The Proponent’s reformulated proposal complies with
MGBCL.

Restating our earlier position, the Company did not provide the Proponent notice that his
Proposal was defective because it would cause the Company to violate state law. Notice of that
deficiency would have allowed the Proponent to cure the defect. The Proponent respectfully
requests careful consideration of the reformulated proposal by the Commission. This
reformulated proposal, consistent with the no-action letters cited previously, will not cause the
company to violate state law. There is no reason to exclude the Proposal on this basis.

¢. The Company Failed to Properly Notify The Proponent of the Alter-Ego Deficiency

While the Proponent denies the presence of “alter ego” proposals, it is important to note
that the Company did not notify the Proponent that his Proposal violated the one-proposal rule
due to the alleged presence of alter ego proposals. When the Company notified the Proponent
that a deficiency existed due to a violation of the one-proposal rule, the Company simply stated
that it believed the Proposal was in fact rwo proposals. The Proponent responded by showing his
Proposal was in fact one proposal with subcomponents, not two separate proposals.
Additionally, simply providing the administrative assistance to other shareholders in transmitting
such other sharcholders’ independently submitted proposals, does not make such other
shareholders the alter egos of the Proponent.

The Company never complained or notified the Proponent that his Proposal was deficient

under the one-proposal rule due to the presence of alter egos. In fact, the Company is not

| complaining that the Proposal is two proposals, but the Company brings to the Commission a

' rew complaint. Rule 14a-8(f) requires the Company to give the Proponent notice of the
| complaint by a deficiency letter, not a request for a no-action letter by this Commission.

According to Rule 14a-8(f)(1), the only time a Company is not required to send a
deficiency letter is if the deficiency cannot be remedied. See Sabre Holdings Corporation
(January 28, 2004) (failure to hold sufficient shares is a deficiency that cannot be cured thus
notice is unnecessary); Conoco Phillips (March 24, 2003) (same). Here, a violation of the one-
rroposal rule can be remedied, thus the Company is required to provide a deficiency notice.
Notwithstanding our contention the Proponent has not violated the one-proposal rule, as stated
below, the Proponent, with notice, could have withdrawn or reformulate the Proposal. More
importantly, the Proponent would have had the opportunity to demonstrate to the Company how
no deficiency existed.
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. . The cntical factor requiring the Commission’s attention is the fact the Company failed to .
notify the Proponent of this deficiency. The Company’s failure to complain of this deficiency
within 14 days of receiving the Proposal prevented the Proponent from having the opportunity to
respond and withdraw or reformulate the Proposal (as the Company suggested in its deficiency
letter), or, alternatively, show how no deficiency existed. Therefore, the Company should be
barred from asserting this new complaint as a basis for excluding the Proposal from the 2007
proxy materials. See Huffy Corporation (December 4, 1998) (finding that enforcement action
would be appropnate because the company’s failure to provide deficiency letter in connection
'with a curable proposal barred the company from raising an objection).

5. The Caloveras Family Members Have Filed a Schedule 13D/A Notifvine the Company
of the Existence of Their Group and that No Qther Group Exists

Rule 13d-5(b)(1) states that when two or more people “agree to act together for the
aurpose of acquiring, holding, voting or disposing of equity securities of an issuer,” the group is
considered to have acquired beneficial ownership. Section 13(d) of the Securities Act of 1933,
as amended (the “Act”), requires persons or groups which have acquired at least five percent of
the beneficial ownership of shares of an issuver to notify the issuer of the securities of that
awnership.

The Company has confirmed with the Proponent and Proponent’s counsel that no
undisclosed group exists. See Torotel, June 5, 2007, No-Action Request Letter, p. 17. In the
absence of any undisclosed group, there can be no violation of Section 13(d) or Rule 13d-5. A
disclosed group consisting of the Proponent, Aliki Caloyeras, and Alexandra Caloyeras (the
Proponent’s siblings) does exist. This group was reported in the Schedule 13D/A filed on May
1, 2007. The Proponent is not acting in concert with either Mr. Shiffman or the Wiglesworths,
and these individuals are likewise not represented by me or this law firm.

More importantly, when the Proponent and his two siblings agreed to act together, they
notified the Company as required by the Act and its corresponding rules. Despite the Company’s
concerns about the presence of an undisclosed group, the Company has not offered any genuine
factual basis for the assertion. In fact, the Company admits it is not using this as an actual basis
for excluding the Proposal. It is therefore unclear why the Company has included this
information. We can only conclude it is another example of the Company’s circuitous attempts
to confuse the Commission, further disparage the Proponent, protect the current positions of its
directors and officers, and hold down the Company’s value.
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Conclusion

For all the reasons contained herein, on behalf of the Proponent we respectfully request
that the Staff find the Company’s arguments inconsistent with the Staff’s interpretations and
rulings on this issue and deny the Company’s request for no-action relief. We respectfully
request that the Staff deliver its response to this letter by U.S. first class mail and by facsimile to
the number on the first page of this letter.

Very truly yours,

SEIGFREID, BINGHAM, LEVY,
SELZER & GEE, P.C

Robert C. Levy
F.CL:;jh
cc: Secretary, Torotel, Inc., 620 N. Lindenwood Drive, Olathe, KS 66062 (via hand delivery)
Victoria Westerhaus, Esq. (via hand delivery)

Howard Z. Berman, Esq. (via e-mail)
Mr. Basil P. Caloyeras (via e-mail)
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Annex A

RESOLVED, that the shareholders of Torotel, Inc. (the “Corporation”) recommend to the
Board of Directors that they submit to the Shareholders for a vote an Amendment to Article Nine
of the Corporation’s Articles of Incorporation and an Amendment to the Articles of
Incorporation by adding a New Article at the end of the Articles of Incorporation, that would
have the effect of removing certain related provisions of the Corporation’s Amended and
Restated By-Laws and preventing further amendment that would have adverse effects on
shareholder rights, which will read as follows:

Article Nine, as Amended:

“Only a majority of the Shareholders shall have the power
to make, alter, amend, suspend, or repeal the By-Laws for the
Corporation from time to time.”

New Article to be Added at End of Articles of Incorporation:
“With respect to the By-Laws in effect as of the date of this
amendment, the following provision is hereby revoked in its

entirety: Article XIIL.”

Supporting Statement

Limiting the ability of shareholders to take governance actions granted to them by law unduly
restricts their rights and decreases shareholder value by preventing shareholders from legally
protecting their investment in the Corporation.

On June 30, 2006, the Board amended and restated the By-Laws to restrict shareholders from
properly presenting and acting upon matters at shareholder meetings. The amendments
vicreased to two-thirds the shareholder vote required to amend the By-Laws. These new By-
Laws are part of an overall plan by the current Board and management to retain excessive control
of the Corporation at the expense of shareholders.

The proposal restores to shareholders the power to exercise the full breadth of their rights under
Missouri law.

Please vote FOR this proposal.
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July 19, 2007

VIA FEDERAL EXPRESS

Office of Chief Counsel

Division of Corporation Finance
Securities and Exchange Commission
100 F. Street, N.E.

Washington, D.C. 20549

Re:  Response of Torotel. Inc. to that Certain Response Letter Regarding
the Exclusion of Basil P. Caloyeras' Shareholder Proposal

Ladies and Gentlemen:

On June 5, 2007, this firm, acting as counsel for Torotel, Inc., a Missouri
corporation (the "Company"), submitted a letter (the "Initial Letter") to the Division
of Corporation Finance (the "Division") of the Securities and Exchange Commission
(the "Commission") requesting that the staff of the Commission (the "Staff") concur
with the Company’s view that the Company was entitled to omit from its proxy
statement and form of proxy for its 2007 Annual Meeting of Shareholders
(collectively, the "2007 Proxy Materials"} a sharcholder proposal (the "Proposal™) and
statements in support thereof received from Basil P. Caloyeras (the "Proponent").

In response to the Initial Letter, counsel for the Proponent delivered to the
Division a letter, dated July 6, 2007 (the "Response Letter"), pursuant to which
counsel for the Proponent asserted its opposition to the exclusion of the Proposal.
Although this firm and the Company stand by the arguments made in the Initial
Letter, we are providing the Staff with this letter in order to record our disagreement
with certain statements made in the Response Letter. As a preliminary matter, the
Company would like to express its disappointment with the timing of the Response
Letter and certain facts that were not included in the Response Letter. The Proponent
and his counsel took more than one month (31 days to be exact — well beyond the
average response time in these matters) to submit the Response Letter. The Company
has the substantial task of ensuring that it prepares and mails the 2007 Proxy
Materials in a timely manner. We are concerned that the Proponent's lack of regard
for these timing considerations, as well as the Proponent's failure to include certain
facts as described below, could result in additional time needed for the Commission's
consideration of this matter.
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I. The Proponent Has Not Made a Proper, Valid Written Statement of His
Intent to Hold the Shares Through the Date of the Meeting Pursuant to

Rule 14a-8(b)

Rule 14a-8(b) of the proxy rules requires that a shareholder provide a written
statement that he intends to own the requisite securities through the date of the
shareholders' meeting for which that proposal is being submitted. Moreover, Exxon
Mobile Corporation (January 23, 2001) and AmVestors Financial Corporation
(January 3, 1996) stand for the proposition that the Staff does not accept any
statements regarding a proponent’s intent to hold securities that have been restricted
or qualified. The Company acknowledges that the Proposal, on its face, lacks any
statement of qualification regarding the Proponent's intent to hold the shares;
however, the Company questions the veracity of the Proponent's statement given the
qualification to the statement created by the Proponent's granting of an irrevocable
option to the Company to purchase all of the Proponent's shares.

Proponent cannot in good faith claim that he intends to hold the shares
through the 2007 Annual Meeting of Sharcholders. This is because, on April 17,
2007, the Proponent and other members of the Caloyeras family entered into a
purchase option settlement agreement (the "Option Agreement"), pursuant to which
the Company has the unilateral option until July 31, 2007, to purchase all, but not less
than all, of the shares of Company common stock held by the Caloyeras family. The
Option Agreement clearly evidences the Proponent's intent to sell all of his shares of
stock to the Company before the 2007 Annual Meeting of Shareholders if the
Company desires to purchase such shares. A valid contract can only exist where
there has been a meeting of minds as to all essential terms of the agreement. When
the Proponent entered into the Option Agreement, he undoubtedly intended to sell his
shares. Words of a contract are generally understood in their ordinary sense, and
ascribed their plain meaning. This makes the Proponent's claim that he intends to
hold the shares through the 2007 Annual Meeting of Shareholders untenable.

The Proponent's counsel, on behalf of the Proponent, makes a qualified
statement of intent in the Response Letter by stating, "Proponent will not take any
action to sell his shares or otherwise diminish his substantial economic interest in the
Company, other than through the exercise of the option by the Company, which
action is outside of the control of the Proponent..." [emphasis added] This statement
misses the mark. If Proponent clearly intended to hold the shares until the 2007
Annual Meeting of Shareholders, Proponent should not have granted the Company an
irrevocable option to purchase the shares. The fact that the Proponent entered into the
Option Agreement prior to making the statement of intent or that he does not
expressly qualify his statement of intent does not allow the Proponent to evade Rule
14a-8(b).

The Proponent’s qualified statement that he will "not take any action to sell his
shares or otherwise diminish his substantial economic interest in the Company, other
than through the exercise of the option by the Company, which action is outside of
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the control of the Proponent..." is analogous to the qualified statements made in
Exxon Mobile Corporation (January 23, 2001) and AmVestors Financial Corporation
(January 3, 1996). In Exxon, the company successfully excluded a proposal in which
the proponent stated, "I hold and will hold if possible until after the Meeting the
required $2,000 in stock." [emphasis added] In AmVestors, the Company
successfully excluded a proposal where the proponent stated, "I plan to keep my stock
until it reaches my selling point." [emphasis added] In all three cases, the proponents
attempted to qualify their intent to hold their shares until the date of their respective
shareholder meetings.

The Proponent's counsel attempts to distinguish the Exxon and AmVestors no
action letters by stating that in both these situations, the uncertainty was within the
control of the Proponent. First, we found no precedent stating that uncertainty must
be within the control of the Proponent. Second, the uncertainty was within the
Proponent’s control when he entered into the Option Agreement. Furthermore, while
it is correct that the option is exercisable solely at the Company's discretion, the
Proponent voluntarily chose to give up any control he had over the shares when he
entered into the Option Agreement. Therefore, he cannot make an unqualified
statement that he intends to hold the shares until the next shareholder meeting. As
such, his continuing interest in the Company is highly speculative. The Commission
should not allow the Proponent to evade Rule 14a-8(b) merely because he granted the
option to the Company prior to making his statement of intent or because the
statement of intent does not expressly call out this qualification. To do otherwise
would allow any proponent who places his shares under the control of a third party to
circumvent the "intent to hold" requirement of Rule 14a-8(b).

The Proponent further argues that the fact the Company has not evidenced any
intent to exercise its rights under the Option Agreement is sufficient to demonstrate
Proponent's intent to hold the shares through the Annual Meeting of Shareholders.
Under the proxy rules, the Company's intent is irrelevant on this issue (as further
evidenced by the fact that the Proponent was unable to point to a single no action
letter supporting his assertion). The Company entered into the Option Agreement for
the purpose of having the unilateral ability to buy all of the shares of Company
common stock held by the Proponent and the Caloyeras family. The Company has an
option that is currently effective and which it can exercise when it so chooses based
on a number of factors. The Company is exercising its discretion, provided under the
Option Agreement, to choose to buy the shares of Company common stock held by
the Caloyeras family at the optimum time as determined by management of the
Company. The Company continues to explore and consider its alternatives with
respect to exercising its rights under the Option Agreement, but it does not have to
indicate to the Proponent in advance of a purchase under the Option Agreement
whether it will exercise or not exercise the option.

Lastly, Proponent's counsel suggests that if the Proponent does not end up
holding the shares through the 2007 Annual Meeting of Shareholders, the Company is
left with a remedy under 14a-8f(2). We question the validity of this argument. It

DB02/804018.0002/7706176.7




Office cf Chief Counsel

July 19, 2007
Page 4

appears Proponent’s counsel is asking the Commission to ignore one rule violation
because the Company may or may not be able to have recourse under another rule.
Proponent’s counsel again fails to cite a single rule or no action letter supporting this
line of argument.

II. The Commission Should Not Allow the Proposal to_be Recast as a
Precatory Proposal.

We acknowledge the Proponent’s willingness to revise the Proposal to make it
precatory at this point in time. We also acknowledge that the Commuission, if it
otherwise determines that a proposal should be included in a company’s proxy
statement except for its not being in precatory form, often grants proponents an
opportunity to modify their proposals within seven (7) calendar days to make them
precatory rather than agreeing with a company request that a proposal be omitted
because, as originally submitted, it was not precatory. While we might be able to
understand such actions with respect to proposals submitted by unsophisticated
proponents who are unfamiliar with the constraints imposed by applicable state
corporate law (notwithstanding the warning of such constraints set forth in the Note
to Rule 14a-8(c)(1)), we do not understand why such a grant should be necessary for
the Proponent, who is a sophisticated and experienced shareholder and is represented
by sophisticated and experienced counsel.

To permit the Proponent to amend the Proposal after the deadline for
submission 1s unwarranted and imposes an inefficiency on the overall process and the
Company’s ability to prepare its 2007 Proxy Materials in a timely manner. The proxy
rules were established to ensure that shareholders had a meaningful ability to
communicate with company management and with each other. The Company has
conducted itself in accordance with these rules, but the Proponent has continually
failed to comply with the proxy rules, as evidenced in the present instance and the
myriad of violations outlined by the Company in Torotel, Inc. (November 1, 2006).
In light of this, we urge the Commission to recognize Proponent's ongoing failure to
play by the Commission's rules and deny its request to recast the Proposal.

HI. The Commission Should Allow the Company to Exclude the Proposal
Pursuant to Rule 14a-8(c) Because the Proposal is One of Several
Proposals Submitted by the Proponent and Proponent's Friends and
Family Who Are Acting as the "Alter Egos" of the Proponent.

The Initial Letter sets forth an overwhelming number of facts that, based on
their face and on no-action letter precedent, establish a strong argument that the
Proponent is utilizing Aliki Caloyeras, Alexandra Caloyeras, Gary and Shirley
Wigglesworth and Daniel Shiffman (collectively, the "Caloyeras Group") as his "alter
egos” in an ill-conceived attempt to evade the "one proposal" rule. The Initial Letter
also specifically cites 10 no-action letters involving situations substantially similar to
the present case in which the Commission allowed the company to exclude the
proponent's proposal because the proponent had violated the "one proposal" rule
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through the use of "alter egos.” We find it worthy to note that in the Response Letter,
the Proponent did not attempt to specifically address or refute the facts cited in the
Initial Letter on an individual or group basis. We find of similar interest the fact that
the Proponent did not attempt to individually address or distinguish any of the 10 no
action letters we cited in the Initial Letter, As a result, we believe it is reasonable to
conclude that the Proponent recognizes that the facts and the clear precedent are
irrefutable.

Our discussion of the relevant no action letter precedent and the analysis of
the current facts in accordance with such precedent is clearly outlined in the Initial
Letter. The Proponent does not question the precedent, nor does he seek to refute the
facts. Rather, he seeks to evade the "one proposal” limitation by relying on two false
and very weak assertions: (1) that the Proponent merely provided administrative
assistance to the other members of the Caloyeras Group, and (2) that the Company
failed to notify the Proponent that his proposal was deficient under the "one proposal”
rule due to the fact that the Proponent and his cohorts were acting as the "alter egos"
of one another. Once again, the Proponent’s argument is unpersuasive.

A. Proponents Provided More Than Mere Administrative Assistance
to The Other Members of The Caloyeras Group

The Commission is aware of the possibility that some proponents may attempt
to evade the "one proposal" rule through various maneuvers, and has consistently
taken a no-action position pursuant to Rule 14a-8(c) and its predecessor rule when an
issuer provides reasonable evidence of the utilization of maneuvers intended to evade
the "one proposal" limitation. See Release No. 32-12999 (November 22, 1976) and
Release No. 34-20091. Proponent's attempt to characterize the relationship between
himself and the other members of Caloyeras Group as one of mere administrative
assistance is inconsistent with the facts. As noted above, we identify in the Initial
Letter over 20 facts highlighting more than mere "administrative assistance." As
outlined in the Initial Letter, these facts demonstrate a pattern of activity well beyond
that of administrative assistance and they mirror the facts in the cited no action letter
precedent where the Commission has found that "alter egos" were present. As noted
above, the Proponent did not seek to distinguish the no action letter precedent and the
facts therein from the facts in the present instance. We believe this is because the
facts are not substantively distinguishable.

The overwhelming similarities detailed in our Initial Letter between the
Proponent's proposal and the proposals of the other members of the Caloyeras Group
signify that the Proponent provided more than mere administrative assistance to the
other members of the Caloyeras Group. Rather, they evidence a clear, calculated
attempt by the Proponent and his counsel to evade the "one proposal” rule by having
others act as the "alter ego” of the Proponent.
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B. The Proponent's Assertions That The Company Failed to Apprise
Him of The "Alter Ego"' /"' One Proposal" Rule Are False

The Proponent incorrectly asserts that the Company failed to apprise him of
the "alter ego"/"one proposal" rule. The Proponent inaccurately describes the
statements made in the Company’s deficiency letter to the Proponent, dated May 4,
2007 (the "Deficiency Letter"). First, the Proponent states in the Response Letter that
“the Company simply stated [in the Deficiency Letter] that it believed the Proposal
was in fact fwo proposals.” This is false. The actual statement in the Deficiency Letter
reads as follows: “The Company believes that the Proposal is, in fact, at least two
proposals.” [emphasis added]

Next, the Proponent asserts that the Company “did not notify the Proponent
that his Proposal violated the one-proposal rule due to the alleged presence of alter
ego proposals.” Once again, the Proponent misrepresents the statements made in the
Deficiency Letter. Although the Deficiency Letter does not contain the exact phrase
“alter ego”, the Proponent is clearly advised of the substantive violation. In Section 3
of the Deficiency Letter, which discusses the possible existence of a “group,” a
preliminary list of certain facts about the relationship among the Proponent and the
Caloyeras Group is provided that we later list and elaborate on in the discussion of
“alter egos” in the Initial Letter. In that same section we go on to indicate that “[i]f it
were to be found that a “group” existed [based on the facts we cited above in that
section], the Company may make the argument that all of the proposals submitted by
you and the other individuals listed [therein] should be aggregated for consideration
of a violation of the ‘one proposal’ rule discussed above.” Although the Deficiency
Letter does not specifically use the phrase “alter ego”, the Proponent was clearly
advised that the Company was aware of facts suggesting the proposals of the
Proponent and the Caloyeras Group could be aggregated for purposes of the “one
proposal” rule. The Deficiency Letter provided the Proponent with ample notice that
Proponent's proposal was deficient under the "alter ego” rule. Moreover, Proponent is
represented by sophisticated and experienced counsel that is capable of identifying a
claim brought under Rule 14a-8(c}).

Finally, there is no requirement that the Deficiency Letter contain the term
"alter ego". For example, in International Business Machines Corp. (January 26,
1998), the Commission granted no-action relief even though IBM never used the term
"alter ego" in its deficiency letter. See also, Safeway Inc. (March 10, 2005); TPI
Enterprises, Inc. (July 15, 1987); Weyerhacuser, Co. (December 20, 1995); Stone and
Webster, Inc. (March 3, 1995). The Company did, in fact, notify the Proponent of his
substantive violation of the proxy rules.

IV.  Undisclosed Group

As we noted in the Initial Letter, we believe that an undisclosed group may
exist. The reason the Company included this information in its Initial Letter is
because the Company is an agent of the sharcholders when it comes to pursuing
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violations of Section 13d. Therefore, it is the Company's duty to bring notice of
possible violations to the attention of the SEC. The inclusion of this argument was
not intended to confuse the Commission, but rather an effort to bring notice of a
potential violation to the Commission's attention.

CONCLUSION

Based on the foregoing, the Company requests that the Staff not recommend
any enforcement action if the Proposal is excluded from the 2007 Proxy Materials.
We request that the Staff deliver its response to this letter via U.S. mail and facsimile
to the facsimile number on the first page of this letter (for the Company and its
counsel) and to the facsimile number on the first page of the July 6th Response Letter
(for the Proponent and his counsel). We hereby agree to promptly forward to the
Proponent any Staff response to this no-action request that the Staff transmits by
facsimile to us only.

Consistent with the provisions of Rule 14a-8(j), we are concurrently providing
copies of this correspondence to the Proponent. We recognize that the Staff has not
interpreted Rule 14a-8 to require proponents to provide the Company and its counsel
a copy of any correspondence that the proponent submits to the Staff. Therefore, in
the interest of a fair and balanced process, we request that the Staff notify the
undersigned if it receives any correspondence on the Proposal from the Proponent or
other persons, unless that correspondence has specifically confirmed to the Staff that
the Company or its counsel have timely been provided with a copy of the
correspondence. If we can provide additional correspondence to address any
questions that the Staff may have with respect to this no-action request, please do not
hesitate to call me at the number listed on the first page of this letter.

Sincerely,

STINSON MORRISON HECKER LLp

y

Victoria R. Westerhats
Enclosures

cc: H. James Serrone
Basil P. Caloyeras
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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 conceming 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
proponent, 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.




August 29, 2007

Response of the Office of Chief Counsel
Division of Corporation Finance

Re: Torotel, Inc.
Incoming letter dated June 5, 2007

The proposal calls for the articles of incorporation to be amended to permit only
shareholders to make, alter, amend, suspend or repeal the by-laws.

We are unable to concur in your view that Torotel may exclude the proposal
under rules 14a-8(b) and 14a-8(f). Accordingly, we do not believe that Torotel may omit
the proposal from its proxy matenals in reliance on rules 14a-8(b) and 14a-8(f).

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

There appears to be some basis for your view that Torotel may exclude the
proposal under rule 14a-8(i)(1) as an improper subject for shareholder action under
applicable state law or rule 14a-8(i)(2) because it would, if implemented, cause Torotel to
violate state law. It appears that this defect could be cured, however, if the proposal were
recast as a recommendation or request that the board of directors take the steps necessary
to implement the proposal. Accordingly, unless the proponent provides Torotel with a
proposal revised in this manner, within seven calendar days after receiving this letter, we
will not recommend any enforcement action to the Commission if Torotel omits the
proposal from its proxy materials in reliance on rules 14a-8(i)(1) or 14a-8(i)(2).

Sincerely,

-

Ted Yu
Special Counsel

END




