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Incoming letter dated January 20, 2011
Dear Ms. Clawson;

This is in response to your letter dated January 20, 2011 concerning the
shareholder proposal submitted to CNB by H. Buck Cutts. 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.

Sincerely,

~ Gregory S. Belliston
Special Counsel

Enclosures

cC: H. Buck Cutts

** FISMA & OMB Memorandum M-07-16 ***



February 16, 2011

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  CNB Corporation
Incoming letter dated January 20, 2011

The proposal relates to simple majority voting.

To the extent the proposal involves a rule 14a-8 issue, there appears to be some

ba31s for your view that CNB may exclude the proposal under rule 14a-8(f).

Rule 14a-8(b) requires a proponent to provide a written statement that the proponent

intends to hold its company stock through the date of the shareholder meeting. It appears
that the proponent failed to provide this statement within 14 calendar days from the date -
the proponent received CNB’s request under rule 14-8(f). Accordingly, we will not
recommend enforcement action to the Commission if CNB omits the proposal from its
proxy materials in reliance on rules 14a-8(b) and 14a-8(f). In reachmg this position, we
have not found it necessary to address the alternative bases for omission upon which
CNB relies.

Sincerely,

Matt S. McNair
Attorney-Adviser



| - 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 furrished 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 concemning 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
proéedures 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. Onlya 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. ' S
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January 20, 2011

By email to shareholderproposals@sec.gov

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

Office of Chief Counsel

100 F Street, N.E.

Washington. D.C. 20549

Re: CNB Corporation 2011 Annual Mecting
Shareholder Proposal of H. Buck Cutts

Ladies and Gentlemen;

We are counsel to, and arc submitting this letter on behalf of. CNB Corporation, a South
Carolina corporation ("CNB"), pursuant to Rule 14a-8(j) under the Securitics Exchange Act of
1934, as amended. CNB has received a possible shareholder proposal and supporting statement (the
“Proposal’”) from H. Buck Cutts (the “Proponent™) for inclusion in the proxy materials to be
distributed by CNB in conncction with its 2011 annual meeting of shareholders (the 2011 proxy
materials”). Thc Proposal is the penultimate paragraph of a letter from the Proponent to Jennings
Duncan, CNB's chief exccutive officer, dated December 8, 2010. A copy of the letter containing
the Proposal is attached as Exhibit A. For the reasons stated below, CNB respectfully requests that
the Staff of the Division of Corporation Finance of the Securities and Exchange Commission (the

“Staff”) not recommend enforcement action against CNB, if CNB omits thc Proposal in its entircty
from the 2011 proxy materials.

CNB intends to file the definitive proxy statement for its 2011 annual meeting more than 80
days after the date of this letter. In accordance with Staff Legal Bulletin No. 14D (November 7,
2008), this letter is being submitted by email to shareholderproposals@sec.gov. A copy of this
letter is also being sent by overnight courier to the Proponent as notice of CNB’s intention to omit
the Proposal from CNB’s 2011 proxy materials.

Procedural Basis for Exclusion

CNB believes that the Proposal may properly be omitted from its 2011 proxy materials
pursuant to Rule 14a-8(f) because the Proponent failed to meet the ¢li gibility requirements of Rule
14a-8(b)(2). Rule 14a-8(b)(2) rcquires the shareholder to provide a written statement that he or

Columbia: 1459182 v.)
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she intends to continue to hold the sccurities through the date of the annual meeting of
shareholders.

The Proposal was hand-delivered to CNB on December 10, 2010. The submission did not
include the written statement required by Rule 14a-8(b)(2). In accordance with Rule 14a-8(f)(1). on
Deccember 22, 2010, CNB sent a letter to the Proponent via Federal Express (the “Deficiency
Notice™), requesting that the Proponcent provide a written statement that he intends to continue
holding the shares through the datc of the 2011 annual meeting. The Deficiency Notice enclosed a
copy of Rule 14a-8 and advised the Proponent that the requested document must be postmarked or
transmitted electronically to CNB no later than 14 days from the day he received such letter. CNB
received confirmation from Federal Express that the Deficiency Notice was delivered to the
Proponent on December 22, 2010. A copy of the Deficiency Notice, together with the delivery
confirmation, is attached as Exhibit B. As of the date hereof. CNB has not received any response
from the Proponent.

The Staff has consistently held that Rule 14a-8(f) is to be read strictly and that a failure to
provide appropriatc documentation within the requisite number of days of receipt of a request from
the company justifies omission from the company’s proxy materials. See Union Pacific
Corporation (March 5, 2010); AMR Corporation (February 12, 2010); Frontier Communications
Corporation (January 26. 2010); Frontier Communications Corporation (January 25. 2010);
General Electric Company (December 17, 2009): Wal-Mart Stores, Inc. (March 23, 2009):
KeyCorp (January 9. 2009); and Anthracite Capital, Inc. (March 11, 2008). In addition, in Section
G.4 of Staff Legal Bulletin 14, the Staff noted:

“Rule 14a-8(f) provides that a sharcholder’s response to a company’s notice of defect(s)
must be postmarked, or transmitted electronically, no later than 14 days from the date the
shareholder received the notice of defect(s). Therefore. a sharcholder should respond to the
company's notice of defect(s) by a means that allows the shareholder to demonstrate when
he or she responded to the notice.”

CNB believes that the Proposal may be properly omitted from its 2011 proxy materials
under Rule 14a-8(f) because the Proponent failed to provide, within 14 days of receipt of CNB’s
written Deficiency Notice, a written statement of his intention to continue holding his shares until
the 2011 annual meeting of shareholders. CNB respectfully requests that the Staff not recommend

enforcement action against CNB if CNB omits the Proposal in its entirety from the 2011 proxy -
materials.

Columbia: 1459182 v.|
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Substantive Bases for Exclusion
The Possible Proposal
The possible Proposal is as follows:

Pursuant to the instructions contained in the last Notice of Annual Mceting, I respectfully
request that a proposal to change the corporate by-laws be submitted to the sharcholders at
the 2011 annual meeting to change the percentage vote required to accept an offer of stock
or asset buy-out by another bank, or investor to a simple majority vote, rather than the super
majority requirement of 80% of stockholders. This change would reflcct good corporate
governance, in that minority shareholders would have corporate buy-out as an option. The
super majority requirement makes such an option virtually impossible. and represents a
patently oppressive rule of government. Such a rule also represents a breach of fiduciary
duty of board members to stockholders.

We have characterized the Proposal as a “possible” proposal because it is not clear
whether the Proponent wants the paragraph above submitted to the shareholders, or wants the
board of directors to take the appropriate action to submit a proposed amendment to the CNB
articles of incorporation (the super majority voting requirement is in the articles of incorporation
not, as the Proposal indicates, in the bylaws) to the shareholders for approval. The Deficiency
Notice also pointed out this uncertainty to the Proponent and requested that he advise CNB as to
whether the Proposal was intended to be a Rule 14a-8 proposal or merely a request to the board
of directors. CNB has not received any response to the request.

Assuming that a Rule 14a-8 proposal is intended by the Proponent. we respectfully
request that the Staff concur with our view that the Proposal may properly be excluded from the
2011 proxy materials pursuant to (a) Rule 14a-8(i)(1) because the Proposal is not a proper
subject for shareholder action under South Carolina law; and (b) Rule 14a-8(i)(3) because the
Proposal is so impermissibly vague and indefinite as to be materially misleading.

Rule 14a-8(i)(1)

The Proposal may properly be omitted under Rule 14a-8(i)(1), which permits the
exclusion of a sharcholder proposal if the proposal is “not a proper subject for action by
shareholders under the laws of the jurisdiction of the company’s organization.” The Proposal is
not stated in precatory language that requests or recommends action. Rather, the Proposal seeks
to have the sharcholders, acting without the approval of the Board of Directors, change the
required shareholder vote to approve certain change-of-control transactions.

Columbia: 1459182 v.{
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As noted above, CNB’s supermajority voting requirement is in CNB’s articles of
incorporation. Under the South Carolina Business Corporation Act of 1988, except for a few
types of minor amendments, which would not include changing a minimum sharcholder vote
requirement, the process for amending a public corporation’s articles of incorporation requires
that the Board of Directors propose the amendments for submission to the sharcholders, and that
the sharcholders then approve them. See S.C. Code Ann. Section 33-10-103. For a public
corporation such as CNB, there is no provision for direct amendment of the articles of
incorporation by the shareholders.

The note to Rule 14a-8(i)(1) indicates that a proposal such as the Proposal could be recast
as a precatory proposal and thre Commission would then assume that the proposal was proper.
The issue of the illegality of the Proposal was raised with the Proponent in the Deficiency
Notice, as was the possibility of curing the problem by recasting the proposal as a request, and
the Proponent was advised that, without a revision to the Proposal, CNB would scek to exclude it
from its 2011 proxy materials. CNB has not received any such revision or other response.

This letter also serves as confirmation for purposes of Rules 14a-8(i)(1) and 14a-8())(2)(iii)
that, as a member in good standing admitted to practice before courts in the State of South Carolina,
I am of the opinion that the subject matter of the Proposal is not a proper subject for action by
CNB’s sharcholders under the laws of the State of South Carolina. Therefore, we believe that the
Proposal may be omitted from CNB’s 2011 proxy materials pursuant to Rule 14a-8(i)(1). and
respectfully request that the Staff not recommend enforcement action against CNB if CNB omits
the Proposal in its entirety from the 2011 proxy materials.

In the alternative, if the Staff concludes that the Proposal is not properly excludable on this
and the other bases set forth herein, we respectfully request that the Staff require that the Proposal
be revised as a rccommendation or request, and concur with our view that the Proposal may be
excluded if it is not so revised within seven days of the Proponent s receipt of the Staff’s response.

Rule 14a-8(i)(3)

Rule 14a-8(i)(3) permits the exclusion of a shareholder proposal if the proposal or
supporting statement is contrary to any of the Commission’s proxy rules or regulations, including
Rule 14a-9, which prohibits materially false or misleading statements in proxy soliciting materials.

The Staff consistently has taken the position that a company may omit a proposal under
Rule 14a-8(i)(3) if the proposal is “so inherently vague or indefinite that neither the stockholders
voting on the proposal, nor the company in implementing the proposal (if adopted), would be able
to determine with any reasonable certainty exactly what actions or measures the proposal
requires....” Staff Legal Bulletin No. 14B, Section B.4 (September 15, 2004).

Columbia: 1459182 v.1
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The Proposal is inherently vague and indefinite in at least two respects. First, the
Proposal calls for an amendment to the bylaws ““1o change the percentage vote required to accept
an offer of stock or asset buy-out by another bank, or investor....” As noted, the voting
requirement is in the articles of incorporation, not the bylaws. Even if the bylaws were changed
to add a provision to the effect that a supermajority vote would not be required to “accept an
offer of stock or asset buy-out by another bank, or investor™ as the Proposal contemplates, under
the South Carolina Business Corporation Act, the sharcholder vote requirements of the articles
of incorporation would have precedence and render the conflicting new bylaw provision
meaningless. Moreover, changing the Proposal to a proposal to amend the articles would be
contrary to South Carolina Law as stated above. It does not appear that the Proposal could be
reformed except by making it a precatory proposal, which the Proponent has failed to do even
after notice of the Proposal’s defects.

Second, the vague and indefinite nature of the Proposal is further exacerbated by the fact
that CNB’s articles of incorporation do not contain language that parallels, or even remotely
resembles, the language of the Proposal, so it is unclear what change the Proponent is requesting.
Although the provisions of Article IX of the articles of incorporation include supermajority
requirements in connection with certain types of business combinations, there is no mention of
accepting “an offer of stock or asset buy-out by another bank, or investor™ in that article.

Because the Proposal is so vague and indefinite, it would not be possible to determine
with any reasonable certainty exactly what actions or measures it requires. Accordingly, we
believe it is appropriate to exclude the Proposal under Rule 14a-8(i)(3).

The Staff has also taken the position that a company may omit under Rule 14a-8(i)(3)
statements that “directly or indirectly impugn character, integrity, or personal reputation, or directly
or indirectly make charges concerning improper, illegal, or immoral conduct or association, without
factual foundation.” Staff Legal Bulletin No. 14B. Section B.4.

The last sentence of the Proposal asserts that the existence of the super majority voting
provision in the articles of incorporation *‘represents a breach of fiduciary duty of board members to
stockholders.” That statement is false and misleading inasmuch as the articles of incorporation
have previously been approved by the shareholders in connection with the acquisition by CNB of
all of the stock of The Conway National Bank. The statement also impugns the integrity of the
board of directors by making a baseless charge of improper conduct. Therefore, we believe that
sentence. if included in a proxy statement, would violate Rule 14a-9, and may be omitted from
CNB’s proxy materials pursuant to Rule 14a-8(i)(3).

Columbia: 1459182 v.1
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Conclusion

For the foregoing reasons, we respectfully request that the Staff agree that it will not
recommend any cnforcement action if the Proposal is omitted from CNB’s 2011 proxy materials
pursuant to Rules 14a-8(f), 14a-8(i)(1), and 14a-8(i)(3).

If you have any questions or need further information. please telephone me at (803) 540-
7819 or email me at sclawson@hsblawfirm.com. Thank you for your help.

Very truly yours.

i S

Suzanne Hulst Clawson

Enclosures
cc: Mr. H. Buck Cutts

Columbia: §459182 v.1



EXHIBIT 1

December 8. 2010

Jennings Duncan, Pres,
CNB Corporation .
Conway, SC

Re: Issucs for annual meeting

Dear Jennings,

Recently, T attempted to sell some CNB stock for the purpose of paying down my dzlit te
the bank. I knew the spring “appraisal” value for the stock had dropped to $79.50, but was not
awzre of the new” appraised” value of $61.00. This is, obviously. a decrease in valuation of over
23%. The September quarterly report was received last week and showed not only a net loss,
vear (o vear, but a book value reduction of more than 2%. I can not find a buyer, and I refuse to
belisve §61 is a fair price.

1 am well aware of the economic pressures on our bank and the economy in general. What
[, and other stockholders need to know, is what is the plana to get the bank protitable, and how
coes the Board intend to protect stock value, If this reduction of 23% in the six month period is
not accurate, why does the Board ( and Trustees) accept it? I can not sell at that low appraised
price. and do not want to sell at such a price. If this valuation is accurate and is acceptad, what
management changes are proposed to get the bank back on track?

When [ was asked to leave the Board in June of 2006, the Board agreed to study the pros
and cons of having the stock traded over the counter. What were the results of thatstudy? What
financial experts were consulted?

What is management’s forecast over the n2xt three or five year period? With the drasiic
rzduction in stock value over the past three years, I believe the stockho!ders would be interested
t¢ Mear this addressed at the next annual meeting.

~ " Pursuant to the instructions contained in the last Notice of Annual Meeting, 1 respectfully
request that a proposal to change the corporate by-lews be submitted to the shareholders at the
2011 annual meeting to change the percentage vote required to accept an offer of stock or asset
buy-out by another bank, or invester, to a simple majority vote, rather than the super majority
requirement of 80% of stockholders. This change would reflect good corporate govemance, in
that minority shareholders would have corporate buy-out &s an opticn. The super majority
requirement makes such an option virtually impossible, and represents a patently oppressive rule
of government. Such a rule also represents a breach of fiduciary duty of board members to
stackbolders.

Please call me ,at your convenience, if vou would like to share some information on these
1ssues.

Sincerely,

H. Bu utrs



Conway
National
o Bank

CORPORATION

December 22. 2010

Mr. H. Buck Cutts

***FISMA & OMB Memorandum M-07-16***

Re: Your letter of December 8, 2010

Dear Buck:

Your letter of December 8, 2010, which you hand-delivered on December 9. 2010 to Jennings
Duncan, contains a number of suggestions for topics you would like management to address at
the Company's 2011 Annual Meeting of Shareholders. Jennings shared the letter with the
Governance Committee, and the full Board discussed your concerns on December 14. 2010.
Although we have not yet determined the matters management will discuss at the annual
meeting, we will take your suggestions and concerns into consideration as we plan the meeting.

Additionally, it appears that you may have intended the next 10 the last paragraph of your letter
to constitute a shareholder proposal under Rule 14a-8 of the Securities and Exchange
Commission, although it is not entirely clear that this was your intention. If this paragraph was
intended to be a Rule 14a-8 shareholder proposal. our counsel has advised us that it is defective
in a number of respects, which we address in a separate letter delivered simultaneously with this
letter. Please note that, as outlined in the separate letter. there are a number of actions you must
take within a short period of time if you wish for your proposal to be included in our 2011 proxy
materials pursuant to Rule 14a-8.

Sincerely,

/6%?%,4;

Harold G. Cushman, Jr.
Chairman of the Board

P.0. Box 320 « Conway, SC 29528 + (843) 248-5721 * Member FDIC



The
Conway
National
s Bank

CORPORATION

December 22. 2010

Mr. H. Buck Cutts

***FISMA & OMB Memorandum M-07-16***

Re: Your letter of December 8. 2010
Dear Buck:

It appears that you may have intended the next to the last paragraph of your letter of December 8.
2010, which you hand-delivered to Jennings Duncan on December 9, 2010, to constitute a
shareholder proposal under Rule 14a-8 of the Securities and Exchange Commission. although it is
not entirely clear that this was your intention. That paragraph reads as follows:

Pursuant to the instructions contained in the last Notice of Annual Meeting, I respectfully
request that a proposal to change the corporate by-laws be submitted to the shareholders at
the 2011 annual meeting to change the percentage vote required to accept an offer of stock
or asset buy-out by another bank, or investor to a simple majority vote. rather than the super
majority requirement of 80% of stockholders. This change would reflect good corporate
governance. in that minority shareholders would have corporate buy-out as an option. The
super majority requirement makes such an option virually impossible, and represents a
patently oppressive rule of government. Such a rule also represents a breach of fiduciary
duty of board members to stockholders.

Although your letter refers to a change to the Corporation’s bylaws, we assume that you intended to
refer to the articles of incorporation because the bylaws do not contain a provision relating to the
percentage vote required to accept an offer of stock or asset buy-out by another bank, or investor.

It is not clear whether you intend to make the foregoing proposal at the Annual Meeting, or whether
you are asking management to make such a proposal. We have been advised by our counsel that,
under South Carolina corporations law, a shareholder vote to amend the articles of incorporation of
a public corporation may only be proposed to the shareholders by the board of directors. A
shareholder may not make such a proposal directly to the shareholders. Accordingly. if it is your
desire that your wish to have the articles of incorporation amended be submitted to the board of
directors, please let me know and I will ask the board of directors to consider it and your letter will
not be treated as a shareholder proposal under Rule 14a-8.

Columbia: 1447993 v.2
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On the other hand, if it is your desire to have shareholders vote at the 2011 Annual Meeting on a
proposal to request that the board of directors take appropriate steps to initiate an amendment to the
articles of incorporation, and to have your letter treated as a shareholder proposal under Rule 14a-8.
our counsel has advised us that your proposal is procedurally and substantively deficient under the
Rule 14a-8, as set forth below. Please note that. as discussed below. you must take certain actions

to remedy these deficiencies or we will not be required to include your proposal in our proxy
materials.

Procedural Deficiency

Although we have confirmed from our transfer records that, as required by Rule 14a-3(b)(1). you
have continuously held at least $2,000 in market value of the Company s shares entitled to be voted
on the proposal at the Annual Meeting for at least one vear prior to the date you submitted your
proposal, you have not provided the written statement required by Rule 14a-8(b)(2) that you intend
to hold your shares through the date of the 2011 Annual Meeting. Please provide this written
statement.

In order for your proposal not to be excluded from our proxy statement for the 2011 Annual
Meeting due to this procedural deficiency, you must provide an appropriate response to this letter
remedying the deficiency in accordance with Rule 14a-8. Your response must be postmarked, or
transmitted to us electronically. no later than 14 days from the date you receive this letter.

Substantive Deficiencies

As noted above, your letter refers to a proposal to change the corporate by-laws “to change the
percentage vote required to accept an offer of stock or asset buy-out by another bank, or investor, to
a simple majority vote. rather than the super majority requirement of 80% of stockholders.” The
Company's by-laws do not contain such a provision. We assume that you intended to propose a
change to Article IX of the Company’s articles of incorporation.

1. The proposal is improper under state law.

As noted above, counsel has advised us that South Carolina corporations law does not permit a
shareholder of a public corporation to propose to the other shareholders a vote to amend a public
company’s articles of incorporation. Such a proposal may only be made by the board of directors.
Accordingly, to the extent you intend to make a proposal that shareholders vote to amend the
Company’s articles of incorporation, our counsel advises us that your proposal is improper under
state law, and would not effectively amend the articles of incorporation if it were approved by
shareholders. We believe the proposal would, therefore. violate Rule 14a-8(i)(1).

2. The proposal violates the proxy rules.
The articles of incorporation do not contain language that parallels the language of your proposal,
so it is unclear what change you are requesting. We assume that you are referring to the provisions

of Article IX because it relates to certain types of business combinations. However. we believe
your proposal is so inherently vague and indefinite that neither stockholders voting on the proposal.

Columbia: 1447993 v.2



nor the Company in implementing the proposal (if adopted). would be able to determine with any
reasonable certainty exactly what actions or measures the proposal requires.

The last sentence of your paragraph asserts that the existence of the super majority voting provision
in the articles of incorporation “represents a breach of fiduciary duty of board members to
stockholders.” That statement is false and misleading inasmuch as the articles of incorporation have
previously been approved by the shareholders in connection with the acquisition of the Bank by the
Company. The statement also impugns the integrity of the board of directors by making a baseless
charge of improper conduct. Therefore. we believe that sentence. if included in a proxy statement.
would violate Rule 14a-9.

Accordingly, we believe your proposal as written would violate Rule 14a-8(i)(3).

Request for no action letter from the Securities and Exchange Commission

Unless you revise your proposal (i) to be cast as a recommendation or request that the board of
directors take appropriate action to propose and submit to the shareholders for approval an
amendment to the articles of incorporation, (ii) you appropriately revise your proposal to state the
precise language of the articles of incorporation as to which you propose a change, (iii) you state the
precise change to the articles of incorporation you are requesting, and (iv) you delete the last
sentence of your proposal, we intend to request a no action letter from the Securities and Exchange
Commission staff allowing us to exclude your proposal from our proxy materials for the 2011
Annual Meeting. Please provide us with this revision within 14 days of your receipt of this letter.

Enclosed for your convenience are copies of Rule 14a-8 and 14a-9.
Sincerely.

LR 5 s <

Harold G. Cushman, Jr.
Chairman of the Board

Enclosures

Columbia: 1447993 v.2



Reg. §240.14a-8. (Rule 14a-8] Shareholder Proposals

This section addresses when a company must include a shareholder’s proposal in its
proxy statement and id}znﬁfy 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 statemeant, you must be eligible and follow certain procedures. Under a
few specific circumstances, the company is permitted to exclude your proposal, but only after
submitting its reasons to the Commission. We structured this section in a question-and-
answer format so that it is easier to understand. The references to “you” are to a shareholder
seeking to submit the proposal.

(a) Question 1: What is a proposal?

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

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

(1) 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 entitied to be voted on the proposal
at the meeting for at least one year by the date you submit the proposal. You must continue
to hold those securities through the date of the meeting.

(2) If you are the registered holder of your securities, which means that your name
appears in the company’s records as a shareholder, the company can verify your eligibility
on its own, although you will still have to provide the company with a written statement that
you intend to continue to hold the securities through the date of the meeting of 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 submit your proposal, you must prove your eligibility to the company in one of two
ways:

() 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 iritend to continue to hold the securities
through the date of the meeting of shareholders; or

(ii) The second way to prove ownership applies only if you have filed a Schedule 13D
(§240.13d-101), Schedule 13G (§240.13¢-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 oneyear eligibility period begins. If you have filed one of these
documents with the SEC, you may demonstrate your eligibility by submitting to the
company:

(A) A copy of the schedule and/or form, and any subsequent amendments reporting a
change in your ownershipievel; L s R . ..

(B} Youwr written statemerit that'you continucusly held the required-niimber of shares
for the one-year period as of the date of the statement; and

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

(c) Question 3; How many proposals may 1 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. including any accompanying supporting statement, may not exceed 500
words.




-

(e) Question 5: What is the deadline for submitting a
e) H proposal? (1) If you
submitting your proposal for the company’s annual meeting, you can in most Qses gd gg

deadline in last year’s proxy statement. However, if the company did not hold an annual

meeting last year, or has changed the date of its meeting for this year more 3

from last year’s meeting, you can usually find the dadlmpnegm one of }t’he compan$:nqugr?e?};
reports on Form 10-Q (§249.308a 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 avoxq controversy, shareholders should submit their proposals by means, including
electronic means, that permit them to prove the date of delivery.

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

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

(D 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 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 receiving
your proposal, the company must notify you in writing of any procedural or eligibility
deficiencies, as well as of the time frame for your response. Your response must be
postmarked, or transmitted electronically, no later than 14 days from the date you received
the company’s notification. A company need not provide you such notice of a deficiency if the
deficiency cannot be remedied, such as if you fail to submit a proposal by the company’s
properly determined deadline. If the company intends to exclude the proposal, it will later
have to make a submission under § 240.14a-8 and provide you with a copy under Question 10
below, § 240.142-8(). ‘

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

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

Except as otherwise noted, the burden is on the company to demonstrate that it is
entitled to exclude a proposal.

(h) Question 8; Must I 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 place,
you should make sure that you, or :your representative; follow the proper state law proce
dures for attending the meeting and/or presenting your proposal. . - =

+ (2} If the company holds its shareholder meeting in whole or in part via electronic
media, and the company permits you or your representative to present. your proposal via
such media, then you may appear through electronic media rather than traveling to the
meeting to appear in person.

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

LN



(i) Question 9:°If 1 have complied with: the procedural’ reqmremems, on- whbat
other bases may a company rely to exclude my proposal?

(1) Improper wnder state law: if the proposal is not a- proper subject for, act:on by
shareholders under‘the laws of the Jurxsdxcuon of the company”s organmnon.

Note to paragraph (i)(1): Depending on the subject matter, some ‘proposals. are riot
considered proper under state law i they would be binding’ on the cornpany if approved by
shareholders. In our experience, most proposals that are cast as recommendations or
requests that the board of directors take specifiéd action ‘are proper inder state law
Areordingly; we-will assume:that a proposal-drafted as a- recommendahon or suggesuon xs
proper unless the company demonstrates otherwise,

- (2) Violatiow of lgw: If the proposa] ‘would, if impleménted, cause the bompany to vxo]ate
any state, federal, or foreign law to which it is subject:

“Note to paragraph (i) (2): Wé will Fot apply thrs basis ¥or miclusmn td permit exclision
ofa proposal on grounds that it would violate fore;gn law if comphancb vm.h'ﬁle ioragn law
would resu}t ina vwlauon of any state or federal law

(3) V'alalxon of proxy rules 'If the praposal or supporting statément is contrary to any of
the Comm)ssxons proxy rulcs including ‘§ 240.14a-9, whlch prohlb:ts matena]ly false or
mxsleadmg statemenfs‘m proxy sohcntmg materials; e

i (4) _Personal grievance; weaal interest: Ifthe proposal relates | to the redress ofa personal
claim or grievance against the company or any other person, or if it is designed to result ina
beneﬁ{.at: you, or to further a personal mwrest, winch is not shared by the other sharehold-
ers at large;

.(5) Relevance: If the proposal relates to operahons which account for less than 5 percent
of the company’s tola] assets at the epd of i ;ts mast récent fiscal | year, and for Jess than.§
percent of ifs net earriings and ‘gross salés for its most recent ﬁsml year and is not otherwlse
significantly related to the company’s busme&s. ‘

® Abs‘em:’e of power/autkon{y' If the company would lack the power or authonty 1o
implement the proposal;

(7) Management functions: If Lhe propcml deals with a matfer relatmg to the company’s
ordinary business opergtions:

()] Relates to election: If the prpwsal relates 10 a nommanon or an, elecnon for
membegship on the. compamfs board of du'ectors or analogous, governing body or a
nrocedure for such nomination or election; .

(8) Director elections: If the proposal: -
() Would disqualify a nominee who'is standing for elecuon,
i (1)) Would remove a director from office before his or her term expu*ed

('ui) Questions the competenoe ‘business judgment, or character of one or more
nominees or directors;

() Seeks to include a specific individual in the company’s proxy materials for election
to the board of directors: or

.. ). Othemse could affect the outcome of the upcommg election of directors. o

(9) Conflicts with company’s proposal: If the.proposal directly.conflicts with one of the
company's own proposals to be submitted to shareholders at the same meeting; -
Note to- paragraph . (1)(9): A company's submission to the Commission und&r thxs
section should specify.the points of conflict with the company’s proposal,
" (10) ;S’;bstamauy implemented: If the company has already substantmlly 1mplemented
e propo
(11) Duplication: If the proposal substantially duplicates another pmposal ptewous!y

submitted to the company by anocher proponent that will be included i th
materials for the same meeting;. udedin the mmws proxy



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

(@ Less than 3 ofthe vote if proposed once thhm the precedmg 5 m}endar ymrs, )

() Less than 6% of the voté on its last submission to shareholders if proposed twice
previously within the preceding 5.calendar years; or
. i), Less than 10%.of the vote-on its last: subrmssxon to shareholders 1f proposed three
times or more previously within the preceding 5 calendar years;.and . - - |

€13) Specific-amount of dividends: If the proposal relates to - specxﬁc amouqts of cash or
stock dividends.

. (@ Question 10: What. procedures must the company follow :f |t mtends to
exclude zny;)roposa.lhr . N

reasons with the Comxmssron no later than 80 calendar days before it files its deﬁmtwe proxy
statement and, form of proxy with the Commission. The company must sxmultaneously
provxde yoil “with 3 copy of its submission. The Commission staff may. pemut ‘the.¢ co;npany to
make its submission later than 80 days before the coimpany files its deﬁmtrve proxy
ztatement and form of proxy, if the company demonstrates good musc for mrssmg the

eadline

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

() The proposal;,

© (1) Af'explanation of why the oompany beheves that it may exdude the perosa] which
should 'if possiblé; refer to” the ‘most recent appbcahle anthonty such as, pnor Dmsnon
fetters issued unded'the rule;and

(i) A suppornng opmxon of counsel when such reasons are qased on, matters of siate or
foreign law.

(k) Question 11: May I subnut my own statement to the Couumssron r&spondmg
to t.he company’s argumenits?

Yes, you may submit a response, but it is not required. You' should try fo submit ; any
response to us, with a copy to the company, 3s sooh as possible after the company makes its
submission. This way, the Commission staff will have time to consider fully your. subrmss;on
before it issues its response. You should submit six paper copies of your résponse, -

- () Question 12; If the company includes my.shareholder proposal in: itsp?oxy
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 mdude a statement that if will provide the mformatlon
to shareholéers promptly upon receiving in oral or written request.

(2) The company is not responsible for the contents of your pmposal or suppomng
statement. :

(m) Question 13~ What can 1 do if the company lncludes in its proxy stabement
reasons why it believes shareholdérs should ot vote in favor 6f my proposal and |
disagree with some of its statements?

(1) The company may elect to include in its proxy statement reasons why it behevs
shareholders should vote agamst your proposal. The company is allowed to make arguments
reflecting its own point of view, just as you may express your own point of view in your

proposal’s supporting statement.

(2) However, if you believe that the company’s opposition to your proposal contains
materially false or misleading statements that may violate our anti-fraud rule, § 240.14a-3, you
should promptly send to the Commission staff and the company a letter explmmng the
reasons for your view, along with a copy of the company’s statements opposing your
proposal. To the extent possible, your letter should include specific factual information
demonstrating the inaccuracy of the company’s claims. Time permitting, you may wish to try

to wozﬁ out your differences with the company by yourself before contacnng the Commis-
sions



(3) We require the company 1o send you a copy ot its statements opposing your
proposal before it sends its proxy materials, so that you may bring to our attention any
materially false or misleading statements, under the following timeframes:

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

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

[Adopted in Release No. 34-3347, December 18, 1942, 7 F.R. 10659; amended in Release
No. 34-1823, August 11, 1938; Release No. 344775, December 11, 1952, 17 F. R 11431;
Release No. 344979, February 6, 1954. 19 F. R. 247; Release No. 34-8206 (§ 77,507), effective
with respect to solicitations, consents or authorizations commenced after February 15, 1968,
32 F. R 20964; Release No. 34-9784 (Y 78,997), applicable to all proxy solicitations com-
menced on or after January 1, 1973, 37 F. R. 23179; Release No. 34, 12999, (Y 80,812),
November 22, 1976, effective February 1, 1877, 41 F. R. 53000; amended in Release No.
34-15384 (Y 81,766), effective for fiscal ycars ending on or after December 25, 1978 for initial
filings on or after January 15, 1979, 43 F. R. 58530; Release No. 3416356 (¥ 82,358), effective
December 31, 1979, 44 F. R. 68764; Release No. 3416357, effective December 31, 1979, 44 F.
R 68456; Release No. 34-20091 (Y 83,417), eflective January 1, 1984 and July 1, 1984, 48 F.R.
38218; Release No. 34-22625 (] 83,937), effective November 22, 1985, 50 F. R. 48180; Release
No. 34-23789 (% 84,044), effective January 20, 1987, 51 F. R. 42048; Release No. 3425217
(1 84,211), effective February 1, 1988, 52 F. R. 48977; and Release No. 3440018 (¥ 86,018),
effective June 29, 1998, 63 F.R. 29106; Release No. 34-55146 (4 87,745), effective March 30,
2007, 72 F.R. 4147; Release No. 34-56914 (§ 88,023), effective January 10, 2008, 72 F.R. 70450;
Release No, 33-8876 (Y 88,029), effective February 4, 2008, 73 F.R. 934; Release No. 33-9136
(Y 89,091), effective November 15, 2010, 75 F.R. 56668.]



