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October 4, 2007

The Honorable Christopher Cox, Chairman
U. S. Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-1090

Dear Chairman Cox:

I am writing in response to U. S. Chamber of Commerce president Tom
Donohue’s September 7, 2007, letter to you regarding the AFL-CIO’s and public,
religious and social investment funds’ interest in filing shareholder resolutions on
director conflicts of interest, political contributions and health care principles during the
2008 proxy season.

l. Director Conflicts of Interest

Director conflicts of interest have long been recognized by state courts and the
SEC staff as a matter of legitimate concern for shareholders. The attached survey, based
upon The Corporate Library’s database, corporate proxies and published reports, reveals
widespread apparent conflicts of interest on the boards of 21 Fortune 500 companies.
Each of these 21 non-health care companies has significant health care costs for its
employees, retirees and dependents. Yet, each company has multiple directors in key
leadership positions affecting company health care policies who are also directors or
officers of pharmaceutical and health insurance companies. The report shows that, in
many cases, these directors have personal holdings in pharmaceutical and health
insurance industry equities that vastly outweigh their holdings in the companies where
they serve as directors.

We are concerned these conflicts may have led to non-health care companies
failing to manage their pharmaceutical health costs aggressively and may have led non-
health care companies to take public policy positions that, while favorable to the interests
of the pharmaceutical and health insurance companies, are not in fact in the interest of
these non-health care companies.
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For example, we are concerned that General Motors aggressively intervened to
protect Nexium within its formulary at the same time Percy Barnevik, retired CEO of
AstraZeneca, was a board member and chair of the Policy Committee. While this was
occurring, other large companies were substituting cheaper, generic versions of Nexium
to counter rapidly rising drug costs. We are not privy to the decision making process, but
we believe investors should have some protections against this obvious conflict of
interest.

We believe companies that have these conflicts embedded in their boards should
adopt policies to manage these conflicts in the interest of the companies and their
shareholders. These conflicts are real, involve material economic interests of the
companies affected, and are clearly operating at the level of the governance of these
public companies, and not at a managerial level.

I1. Political Contributions

The Commission has also recognized that corporate political contributions are a
proper matter for shareholder resolutions seeking a report from a board of directors. The
Charles Schwab Corporation, SEC No-Action Letter, 2006 SEC No-Act. LEXIS 301
(March 2, 2006). As shareholders, we are interested in there being both appropriate
disclosure and oversight of the political spending and activity of the public companies in
which we and our members are invested.

I11.  Statement of Principles for Universal Health Insurance

Finally, access to affordable, comprehensive health insurance is now the most
significant social policy issue in America, according to polls by NBC News/The Wall
Street Journal, the Kaiser Foundation and The New York Times/CBS News. Moreover,
John Castellani, president of the Business Roundtable (representing 160 of the country's
largest companies), has stated that 52 percent of the Business Roundtable’s members say
health costs represent their biggest economic challenge. "The cost of health care has put
a tremendous weight on the U.S. economy," according to Castellani. "The current
situation is not sustainable in a global, competitive workplace.” (BusinessWeek, July 3,
2007)

The 47 million Americans without health insurance result in higher costs for U.S.
companies that provide health insurance to their employees. Annual surcharges as high
as $1,160 for the uninsured are added to the total cost of each employee’s health
insurance, according to Kenneth Thorpe, a leading health economist at Emory University.



Letter to The Honorable Christopher Cox
October 4, 2007
Page Three

The National Coalition on Health Care, whose members include 75 of America’s
largest publicly-held companies, institutional investors and labor unions, have created
principles for health insurance reform. According to the Coalition, implementing its
principles would save employers presently providing health insurance coverage an
estimated $595-$848 billion in the first 10 years of implementation.

The SEC has long recognized that significant social policy issues are proper
matters for shareholder resolutions on such issues as global warming and human and civil
rights. Shareholders voted on a health care resolution at the Ford Motor Company in
2007. Ford Motor Company, 2007 SEC No-Act. LEXIS 296 (March 1, 2007).

V. Conclusion

The AFL-CIO, together with other investors such as Trillium, Boston Common
and Christus Health, share the concern that shareholder resolutions on director conflicts
of interest, political contributions and health care principles are indeed matters of great
consequence at public companies.

If you or the Commission staff would like to discuss these issues further, please
contact Damon Silvers at 202-637-3953.

Sincerely,
VN i

Daniel Pedrotty
Director
Office of Investment
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Attachment
CC: Commissioner Paul S. Atkins

Commissioner Kathleen L. Casey
Commissioner Annette L. Nazareth



