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Media General, Inc., P.O. Box C-32333 Richmond, Virginia 23293-0001 (804)649-6000 

Alan 8. Donnahoe 
Vice Chairman and 
Chief Executive Officer 

8 October 1982 

Mr. John J. Huber 
Deputy Direc tor  
Division of Corporat ion Finance" 
Securi t ies  and Exchange Commiss ion 
450 Fifth Street,  NW 
Washington, D. C. 20549 

Dear Mr. Huber: 

My apologies for the delay in thanking you for your response  to my l e t t e r  to 
Chairman Shad on the exemption of long-standing stock options f rom the r e -  
s t r ict ions of 16(b). A copy of this cor respondence  is attached. 

This delay came about because  I wanted our lawyers  to careful ly  review your  
le t ter  and the ent i re  subject  mat te r ,  to see if they could develop any cons t ruc-  
tive ideas.  The re su l t  of their  effort is outlined in the memo attached. 

The basic inequity involved here is the coupling of an important executive in- 
centive with a market risk over which he has no control, and which has nothing 
to do with his company or his performance for the company. This converts 
what is designed to be a performance-incentive into a very dangerous gambling 
game for the individual executive. 

I have been a chief executive officer for a quarter of a century and have known 
many executives, in and out of my own organization. Virtually all of these have 
worked hard all of their lives to reach their level of responsibility, and it is 
very rare indeed to find one who has been able to accumulate any real wealth. 

In the vast majority of cases, stock options are the only mechanism by which 
these executives can hope to participate, even in a minor way, in the success 
of the company they have helped to develop and prosper. 

We have used stock options extensively in this company, and I know from many 
years of experience that they are most helpful in motivating executives, and in 
creating a strong identification with stockholder interests. 



f~ 

Mr.  John  J .  Huber  - 2 -  1 0 / 8 / 8 2  

Thus  it  b e c o m e s  a r a t h e r  s ad  i r ony  fo r  t h e s e  e x e c u t i v e s  to r e a l i z e  that  t h e i r  
i den t i f i ca t ion  wi th  s t o c k h o l d e r s  c o m e s  to an ab rup t  end when  s ec t i on  16(b) 
t akes  o v e r .  

Unl ike  s t o c k h o l d e r s  in g e n e r a l ,  who can  buy o r  se l l  w h e n e v e r  they p l e a s e ,  t h e s e  
e x e c u t i v e s  a r e  put  in a v e r y  d i f f e r e n t  c a t e g o r y .  Typ ica l l y  they  m u s t  b o r r o w  to 
pay  the  op t ion  p r i c e ,  and then  b o r r o w  to pay  o r d i n a r y  i n c o m e  tax  on the  ga in  
(whe ther  in i t i a l ly  o r  a f t e r  s ix  mon ths ) ,  wi th  no idea  as  to what  the  s tock  m a y  
be  w o r t h  when  they  m u s t  s e l l  it  to r e p a y  t h e s e  l o a n s .  

To m a k e  th is  even  w o r s e ,  t h e r e  is  no g u a r a n t e e  that  r e s t r i c t i o n s  on s a l e  wi l l  
be  l i f t ed  a f t e r  s ix  m o n t h s ,  b e c a u s e  at  that  t i m e  o t h e r  th ings  m a y  be  happen ing  
in the  c o m p a n y  - new p r o d u c t  d e v e l o p m e n t ,  a cqu i s i t i on  t a lks ,  and so  on - wh ich  
would  p r e c l u d e  any s a l e  by an  i n s i d e r .  

It is  obvious  that  th i s  is  a v e r y  r i s k y  p r o c e d u r e .  An execu t ive  m a y  wel l  be  r e -  
q u i r e d  to put  his  l i fe  s av ings  on the  l ine  in th is  r a t h e r  w e i r d  g a m b l i n g  g a m e .  
He is  e x p e c t e d  to be  p r u d e n t  in all  of h i s  c o r p o r a t e  ac t ions ,  in the handl ing  of 
c o r p o r a t e  r i s k ,  but  is  now r e q u i r e d  - in the  n a m e  of  p e r f o r m a n c e  incen t ive  - 
to be  a l t o g e t h e r  i m p r u d e n t  in hand l ing  h is  own a f f a i r s .  

The  b a s i c  u n f a i r n e s s  h e r e  is  r e a l l y  qui te  s e l f - e v i d e n t ,  and it  r a i s e s  the e s s e n t i a l  
ques t ion  of who bene f i t s  f r o m  al l  th i s .  And the  a n s w e r  to that  ques t i on ,  so f a r  
as  I can  s ee ,  is that  no one  bene f i t s  f r o m  it - c e r t a i n l y  not  the  c o m p a n y ,  no r  i ts  
s t o c k h o l d e r s ,  n o r  the na t ion  as  a whole .  

The only r a t i o n a l e  I can  s e e  is  that  th is  p r o c e d u r e  is  s o m e h o w  p r e s u m e d  to 
p r e v e n t  s o m e  i n s i d e r  c r o o k  f r o m  tak ing  advan tage  of the  publ ic  by se l l i ng  s t ock  
when he  has  u n d i s c l o s e d  in s ide  i n f o r m a t i o n  to ind ica te  tha t  the  c o m p a n y  is about  
to go on the  r o c k s  and the  s t ock  wil l  t ake  a n o s e d i v e  a c c o r d i n g l y .  But t h e r e  a r e  
o t h e r  laws  to p r e v e n t  and p u n i s h  any i n f r a c t i o n  of th is  k ind,  qu i te  a p a r t  f r o m  16(b}. 

And th is  a l so  r a i s e s  a key  p h i l o s o p h i c a l  po in t .  In m y  e x p e r i e n c e ,  the  va s t  m a j o r i t y  
of e x e c u t i v e s  a r e  hones t ,  and the  d i s h o n e s t  c o m p o n e n t  is a v e r y  s m a l l  p e r c e n t a g e  
indeed .  And it is  r e a l l y  qui te  t r ag i c  to p e n a l i z e  al l  of the  h o n e s t  peop le  in o r d e r  to 
p l a c e  s o m e  e x t r a  (and u n n e c e s s a r y )  d e t e r r e n t  on the  d i s h o n e s t  few. 

N e v e r t h e l e s s ,  I r e c o g n i z e  and ful ly  s u p p o r t  the  duty  of the  SEC and o t h e r  r e g u l a t o r y  
a g e n c i e s  to be  d i l igen t  in t h e i r  f ight  aga in s t  c r i m e  and d i s h o n e s t y ,  and t h e i r  u n d e r -  
s t andab le  c o n c e r n  about  open ing  even  the  s l i g h t e s t  oppo r tun i ty  fo r  the  c r o o k  to 
m a n e u v e r .  

But  it  s e e m s  to m e  that  t h e r e  should  be  a way to r e c o n c i l e  al l  th is ;  to con t inue  to 
m a k e  l i fe  v e r y  d i f f icu l t  fo r  the  few d i s h o n e s t  e x e c u t i v e s  wi thout  pena l i z ing  the  
99 .9  p e r c e n t  who a r e  c o m p l e t e l y  h o n e s t  and t r u s t w o r t h y .  
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And I think the solution may be found in the suggestion by our  lawyers  that the 
exerc i se  of stock options be exempted f rom 16(b) r e s t r i c t ions ,  provided: 

1. The options have been outstanding for a long t ime - say five 
yea r s  or more ;  and, 

2. The option holder  along with the chief executive officer and 
chief financial officer of the company cer t i fy  that they a re  not 
aware  of any mate r i a l  non-public information concerning the i s suer ,  
and that the i s suer  is cu r ren t  in all of its r equ i red  filings. 

This, it s eems  to me,  would accompl ish  p rec i se ly  what is needed: a lifting of the 
unfair  res t r i c t ions  on all honest  executives while s imultaneously s lamming the 
door on any fradulent  behavior  by the dishonest  few. 

I apologize for the length of this le t te r ,  but the subject is an important  one. This 
nation needs improved productivi ty for its overal l  economic welfare ,  and for that, 
we need highly-motivated executives with proper  incentives.  And this one r u l e  
change - which would cost  nothing and c rea te  no problem of any kind - would be a 
significant contribution in accomplishing this national objective. 

If I can provide any fur ther  information,  or  be of help in any way, please  don't  
hesi tate  to let  me know. 

With thanks for your considerat ion.  

Sincerely,  

ASD/k 

Enc: 


