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KEMET Corporations: When was the last time 
you saw a company where its customers offered 
interest free loan 

BASICS 

M.Cap: $989 million 

KEMET Corporation is a global 

manufacturer of passive electronic 

components. Through acquisitions and 

organic growth, the company has 

expanded its product base to include 

multilayer ceramic, solid and 

electrolytic aluminum and film 

capacitors, and electro-magnetics, 

sensors, and actuators. 

TOP FUNDS 

Nokomis Capital 

 KEM accounts for 5.7% of Nokomis 

Capital’s portfolio – rank #5 

 Top 6 stocks accounts for roughly 

50% of its portfolio. 

Divisar Capital Management 

 KEM accounts for 5.34% of its 

portfolio- rank #8 

 Top eight stocks account for roughly 

54% of its portfolio. 

Apis Capital Advisors 

 KEM accounts for 5.72% of its 

portfolio. 

 Top four stocks account for roughly 

54% of its portfolio. 

SIGN OF MOAT 

a. KEMET is a market leader in 

polymer tantalum, with an estimated  

market share of greater than 50.0%. 

Based on net sales, the company 

believes that KEMET is the largest 

manufacturer of tantalum capacitors in 

the world, and one of the largest 

manufacturers of direct current film 

capacitors in the world, and has a 

substantial market position in the 

specialty ceramic and custom wet 

aluminum electrolytic markets. 

b. Specialty products: This accounts for 

roughly 39% of FY2019 revenue. The 

company generates revenue by selling 

customized products – experts in 

electrical circuits, experts in product 

applications, and the sales team are 

engaged in the product selection 

process with customers. 

c. Interest free loans from customers: 

The company’s three largest customers 

have agreed to provide interest free 

loans in exchange for assurance of 

future supply. The company uses the 

funds to purchase certain production 

equipment. When was the last time you 

saw a company where customers 

offered interest free loans? 

d. Commodity to customization: The 

company claims that over the years it 

has transformed its product portfolio 

from a commodity-based approach to a 

customized, design-in approach. 

e. Lowest cost production facilities in 

the industry. 
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Agilysys: Significant percentage in MAK Capital’s 
portfolio and signs of moat 

BASICS 

M.Cap: $580 million 

Agilysys has been a leader in hospitality 

software for more than 40 years, 

delivering innovative guest-centric 

technology solutions for gaming, hotels, 

resorts and cruise, corporate 

foodservice management, restaurants, 

universities, stadia and healthcare. 

MAK CAPITAL 

Mr. Kaufman is the founder and 

president of MAK Capital, a New York 

hedge fund. 

MAK runs an ultra-concentrated 

portfolio with just five stocks. 

Agilysis is the second largest position, 

and accounts for roughly 25% of its 

portfolio. 

MAK Capital currently holds 

approximately 10% of o/s shares of 

Agilysys. 

SIGNS OF MOAT 

Generally speaking, SaaS customers face 

huge switching costs – (a) risk of data 

loss from migration from one platform 

to another platform; and (b) the 

learning curve involved with learning a 

new platform. 

Over the past few years, the company 

has shifted from the legacy business 

model (license and maintenance) to the 

SaaS model. 

As per the investor presentation filed in 

August 2019, recurring revenue 

accounts for 53% of total revenue; out 

of the total recurring revenue, 34% is 

generated from a subscription revenue 

model. 

Moreover, the company noted that their 

renewal rate is 95% and its average 

customer relationship is ~10 years (as 

per IR presentation, 2017). 

A huge and growing recurring revenue 

and a high renewal rate gives a solid 

impression that the company enjoys a 

significant competitive advantage. 

ACHIEVEMENTS OF THE NEW 

MANAGEMENT 

a) Significant management shakeup in 

2017 

Seven out of nine top executives were 

appointed after January 2017. 

b) Achievements of the new 

management team, as highlighted by the 

company: 

 Seven consecutive quarters of 

sequential revenue growth.   

 Five consecutive quarters of 

record revenue.  

 16 quarters of double-digit SaaS 

revenue growth. 
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ZAGG: Significant percentage in Roumell 
Capital’s portfolio and signs of moat 

 

BASICS 

M. Cap: $186 million 

ZAGG, which offers products to protect 

consumers’ mobile devices, was initially 

created from the concept of using a clear 

film originally designed to protect the 

blades of military helicopters in harsh 

desert conditions. Now the company 

offers a wide array of innovative 

products in several product categories 

to protect, enhance and create a better 

mobile device experience. 

FUNDS 

Roumell Asset Management 

 The top five stocks account for 57% 

of the total portfolio. 

 ZAGG accounts for 17% of the total 

portfolio – Rank #1 

SIGNS OF MOAT 

a. Screen protection 

Screen protection accounts for 57% of 

total sales. The company’s screen 

protection product line is comprised of 

InvisibleShield Glass products, which 

are designed to provide premium, 

lifetime protection for mobile device 

screens against shattering or scratching, 

through military-grade solutions. 

InvisibleShield Film was originally 

developed to protect the leading edge of 

rotary blades on military helicopters. 

The company enjoys a 51% market 

share in the US market. 

b. Power management 

Power management accounts for 26% of 

total sales. mophie is a leading battery 

case, mobile power, and wireless 

charging brand with award-winning 

products designed to liberate mobile 

users from the limitations of mobile 

devices by providing more time to rock, 

talk, watch, game, surf, save and send.  

The company enjoys 67% market share 

of US battery cases; 35% market share 

of US external power; 23% market share 

of US wireless charging pods. 

c. Intellectual Property (IP) 

The company’s InvisibleShield Film, 

VisionGuard and D3O suppliers retain 

the patents and IP rights for products 

developed on its behalf, though these 

suppliers have contractually agreed to 

not sell the raw materials to any of the 

company’s competitors.
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Vishay Precision Group: Significant percentage 
in Nokomis Capital & Harvey Partner’s portfolio 
and signs of moat 
BASICS 

Vishay Precision Group, Inc. is an 

internationally recognized designer, 

manufacturer and marketer of sensors, 

and sensor-based measurement 

systems, as well as specialty resistors 

and strain gages based upon our 

proprietary technology. 

TOP FUNDS 

Nokomis Capital 

 VPG accounts for 15.5% of Nokomis 

Capital’s portfolio – Rank #1 

 Top six stocks accounts for roughly 

50% of its portfolio. 

Harvey Partners 

 VPG accounts for 9.6% of Harvey 

Partner’s portfolio – Rank #2 

 Top five stocks account for roughly 

40% of its portfolio. 

SIGNS OF MOAT 

a. Custom-designed product which 

takes roughly 12-24 months:  

The company’s product portfolio is 

focused, to a significant extent, on 

specialty products serving niche 

markets.  The company’s specialty 

products are usually custom designed to 

meet unique specifications of OEMs, and 

it typically takes roughly 12 to 24 

months to create the design. As such, 

there is little or no opportunity for 

OEMs to purchase a similar product 

from competing suppliers. 

b. Leading market share due to its 

proprietary technology 

The company maintains the largest 

market share in foil resistors and foil 

strain gauges, which are based on 

proprietary technology. Even though 

competitors try to compete in this 

market by using different technology to 

offer functionally equivalent products, 

the company believes that its products 

provide superior performance relative 

to its competitors. 

c. Note 

Wesley Cummins of Nokomis Capital 

has served as a board member since 

2017. 
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Blog review 
Discover blogs that focus on nano/micro/small cap US-stocks 

http://thepatientinvestors.blogspot.com/ 

This blog is run by Avram Fisher, 

Portfolio Manager at Long Cast Advisers. 

He is a former reporter. 

The blog is updated regularly – most 

recently he discussed Cynergistek, Quest 

Resources etc.  

In September 2018, he sent a letter to 

the chairman urging him to divest the 

MPS business – which the company 

executed in Q1 2019. It is to be noted 

that Avram Fisher sent 15 un-answered 

letters to the management/board. 

As a part of his research, he gathers 

information from various public 

sources. For example, he wrote that he 

collected contract documents going 

back to 2010 in multiple cities while he 

did research on a company. 
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How the “pin to this list” and “pin to taskbar” 
feature helps analysts and portfolio managers 
Occasionally, I write about a few 

technical hacks. This article is about the 

usage of “Pin” in windows. 

There are two pin options: 

Pin to taskbar 

Pin to this list 

a. Pin to taskbar 

The taskbar helps users to navigate to 

multiple programs installed on their 

computer. The “big four” programs can 

be pinned to the taskbar – (a) folder (b) 

Word (c) Excel and (d) browser.  

Well, technically you can pin any of your 

favorite programs or applications to the 

taskbar – for example Calculator, 

Calendar…just about anything. 

Benefit? Easy navigation. 

If you want to open an Excel 

spreadsheet, you don’t have to click the 

“Start” button or look for the Excel icon 

(shortcut) on the desktop, or search for 

the app in the search box. You can 

simply look at the taskbar. 

 

 

b. Pin to this list 

After you pin a program to the taskbar, 

you can then pin important files to that. 

For example, after you pin Excel (the 

program) to the taskbar, you can then 

pin the most frequently used Excel 

spreadsheets to that.  

Benefit?  

Let’s say you have a template for an 

“investment check-list” Excel sheet. You 

can simply pin it to the Excel icon on the 

taskbar. 

Here is the typical process to open the 

file without using “Pin to this list”: 

In File Explorer, click the hard disk 

drive, then “Folder” -> then “Sub-folder” 

(if any) - > then filename (e.g.,  

“Investment checklist template”.xls). 

Here is the simple process when using 

the “Pin to taskbar” option: 

Simply “left click” the Excel icon that is 

pinned to the taskbar, then click the 

“investment checklist” spreadsheet. 

Overall, you can follow a similar process 

for important Word documents, 

webpages, presentations, etc. 
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Activist’s minority board seat is not an 
insurance for alpha: Screen companies 
that experienced a majority board 
change 
Minority board seat: problems faced 

by activists after securing board seats 

Many investors who track activism 

believe that securing a board seat is a 

“successful accomplishment” for an 

activist. Moreover, newspapers and TV 

channels tend to stop covering activism, 

as soon as the activist secures a board 

seat. 

Even though securing a board seat is a 

significant activism milestone, as 

evident by few activist situations, 

gaining a minority board seat is not 

enough. Incumbent directors may not 

listen to the activist. Minority board 

representation does not bestow 

unilateral power to bring change to a 

company. 

There are situations where activist 

investors expressed frustration after 

securing board seat(s). 

Resonant, Park City: In early 2018, 

Park City complained that the 

company’s board had carried out a 

dilutive financing strategy while 

deliberately excluding Park City’s 

current board representative, Michael 

Fox, from the board’s review process. It 

added that the Resonant board had even 

taken the extreme and outdated 

entrenchment measure of forming a 

committee to operate as a shadow 

board—which includes all of its 

directors other than Mr. Fox—to 

exclude Mr. Fox from board matters. 

Cars.com, Starboard: After securing 

two board seats in early 2018, in 

December 2018 Starboard complained 

that it had not been able to reach an 

agreement with the board on the third 

independent director. 

Rent-a-center, Engaged Capital: In 

June 2017, three of Engaged Capital’s 

nominees were resoundingly elected to 

the board by shareholders. Within a few 

days, Mr. Welling of Engaged Capital 

complained that the chairman had 

informed him that he would be leaving 

on a two-month vacation and there was 

no need for the new board to convene at 

any time prior to his return. 

Rockwell Medical, Richmond 

Brothers: In June 2017, Mark H. Ravich 

of Richmond Brothers secured a seat on 

the Rockwell Medical board after 

garnering overwhelming support from 

the shareholders. But within a few 

months he complained that he was 

“shut-out of the boardroom” and “his 

requests for materials and access to the 

company’s personnel have been 

repeatedly denied.” 

What does this mean to investors? 

The potential catalyst that investors 

hope activists will unlock usually 
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remains only on paper, even after 

activists secure a board seat. 

In an article published by Derek D. Bork 

on The Harvard Law School Forum 

dated July 7, 2016, Mr. Bork argues that 

companies may be settling with activists 

as a defensive measure. Mr. Bork is one 

of the leading lawyers hired by activist 

investors during proxy campaigns. 

Majority board change: an interesting 

screening tool 

Few activist investors have the patience 

and persistence to change the majority 

board to make sure the “catalyst” is 

unlocked. 

By tracking companies that underwent 

“majority” board changes after 

activist(s) showed up, investors can 

increase the odds of success. 

To be clear – “majority board” is not 

mandatory for an activist to implement 

changes. Also, majority board control 

does not guarantee alpha. 

The argument is simple: investors can 

increase their odds of success by 

researching companies that have 

experienced a majority board change. 

 

 

 

 

Success case studies 

a. Ariad Pharmaceuticals 

In 2014 and 2015, Sarissa Capital 

secured one board seat in each year. 

Significant Board shake-up: In May 

2016, two new directors were 

appointed to the board. After a few 

weeks, four incumbent directors agreed 

to resign and the board size was 

reduced from 11 to 7. As of May 2016, 

the board comprised of two Sarissa 

nominees and two new board members 

i.e. 4 out of 7 are new directors. 

In February 2017, the company was 

acquired by Takeda Pharmaceutical for 

$24.00 per share in cash. 

b. Darden Restaurant 

On October 14, 2014, all of Starboard’s 

twelve candidates were elected to the 

board through a successful proxy 

campaign. Subsequently, the stock price 

increased significantly. 

Common question: What makes this 

screen peculiar? 

Most of “board control” situations 

cannot be uncovered by merely reading 

13Ds or other activist filings. You need 

to keep track of company filings along 

with 13D filings on a daily basis. 

Even though this is tough to uncover, it 

is worth the daunting process.
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Ariad Pharmaceuticals 

 

 

 

Darden Restaurant 
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Looting of assets and attempt to kill: 
Investors who track 13D filings have 
every right to remain silent 
Even though shareholder activism is a 

fertile hunting ground for finding ideas, 

there are some situations when it is 

better to avoid getting involved too 

early. 

One such situation is an “ugly fight” – I’ll 

explain this with a couple of examples. 

a. Sorrento Therapeutics: “Looting of 

assets” and “Little more than theft” 

In May 2016, Wildcat sent a letter to the 

board of Sorrento Therapeutics 

highlighting critical “red flags”. 

Wildcat argued that the company had 

been acquiring and/or transferring 

assets to newly-created wholly-owned 

subsidiaries and then issuing significant 

amounts of those subsidiaries’ shares 

back to the company’s executive officers 

and directors through significant grants 

of options, and warrants for Class B 

super-voting stock, all exercisable for a 

nominal consideration, thereby 

engineering a personal benefit for these 

officers and directors at the direct 

expense of the company and its 

shareholders. 

Wildcat called this series of 

transactions, “little more than a looting 

of company assets” and “little more than 

theft”. 

Wildcat filed a lawsuit against the 

insiders, and the company entered into 

a settlement agreement with Wildcat. 

Pursuant to the agreement, the 

company agreed to terminate all options 

and warrants currently outstanding in 

company subsidiaries that had been 

granted to Dr. Ji [CEO] and any other 

directors. 

Key takeaways 

First things first – Wildcat’s activism is 

deeply appreciated in this case. It took 

ten long months for the company to 

settle with Wildcat. Most importantly, 

Wildcat’s involvement resulted in the 

termination of “problematic” options 

and warrants to insiders. 

At the same time, from an investing 

standpoint, when a shareholder refers 

to an insider’s transaction as “looting of 

assets” and “little more than theft”, it is 

better to stay away from the situation 

until the “core problem” is solved. 

b. Natural Gas: The arguments from 

both sides are horrible to read 

Natural Gas is a Cleveland-based natural 

gas distributor. 

The company terminated Richard M. 

Osborne as CEO and appointed his son 

as his successor. Subsequently, in 2014, 

Richard Osborne argued that he was 

illegally terminated and launched a 

proxy campaign. 

Arguments by Richard Osborne 

Richard Osborne (Former CEO), sent a 

letter to shareholders that contained 

inflammatory statements about 
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company executives and board 

members. 

Some of his arguments: 

 According to the captain, Greg 

Osborne, CEO: The company 

needs to do more to protect 

dedicated employees from sexual 

and other forms of exploitation. 

 The head of the audit committee 

was imprisoned for attempting to 

kill his live-in friend. 

 Kevin Degenstein (COO) had 

previously been fired because of 

his accounting practices. 

 How many board chairmen of 

publicly traded companies 

frequent strip bars, let alone 

debase themselves in such a 

crude way? 

 Here is the link to the SEC filing. 

Arguments by the company 

The company fought back, saying 

Richard Osborne illegally stole 

customers from its Ohio utilities. 

Some of the company’s arguments: 

 After Richard Osborne was 

ousted, he started a competing 

utility business. In a press 

release, the company accused 

Osborne of severing gas lines of 

one of the company’s employee. 

It notes: “Ohio Rural and Richard 

Osborne severed gas lines owned 

by our Ohio utility, terminating 

service to approximately 50 

independently owned businesses 

we serve, and replaced our 

meters with their own”. 

 The company wrote, “In 

September 2014, employees of 

Cobra Pipeline Co., another Ohio 

pipeline company owned by 

Richard Osborne, tampered with 

one of our regulator stations by 

inserting a solid metal plate in 

the pipeline, cutting off the flow 

of gas to some of our customers. 

We immediately called the police 

and lodged a complaint with the 

PUCO, who issued a cease and 

desist order against Cobra on the 

same day.” 

Key learnings: 

Generally, if you read arguments from 

both sides (incumbent and activist), you 

would side with either one or the other. 

But in this case, you would be scratching 

your head if you were asked to pick a 

side. It is better to avoid this sort of 

situation. 

(i) Not all activist filings are investible. 

(ii) Not all fights are equal – fighting 

against a “way the company should 

move forward” is different from fighting 

against the “moral character” or 

“questionable ethical practices” of the 

insiders. 

(iii) Always read the arguments – if the 

activist’s arguments raise red flags, wait 

until the problems are solved. 
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Two insightful letters from activist 
investors 
Excerpts from activist letter and presentation 

Activist’s letters and presentations are long, and most of the contents are arguments 

that highlight mistakes of the management or the board. 

Some activist fund managers share their “thought process”, “analysis” and “opinion” 

about the business, industry, valuation and competitive landscape. We extract the 

sections that provide readers with “insights”. 

Laughing Water Capital says Iteris, a micro-cap 
company, enjoys a huge market share and has the 
potential to be a $billion+ company 

Iteris Inc. is a provider of information solutions for intelligent traffic systems (ITS) and 

the precision agriculture markets. 

On August 13, 2019, Matthew Sweeney, managing partner of Laughing Water Capital, 

sent a letter to the board of Iteris, and expressed his belief that the company has the 

potential to be a $billion+ company in the future. 

Extracts from the letter: 

the Company has recently started a new chapter that presents a tremendous value 

opportunity. With an increasing focus on software and IOT, Iteris’ traffic related 

businesses (“Traffic,” Roadway Sensors, Transportation Systems) have a touch point 

with 1/3rd of the intersection based traffic signals in the United States, and ~50% 

market share in traffic sensors. This represents a commanding position in an attractive 

niche market that should allow for a bright future as the Intelligent Transportation, 

Smart City and Autonomous Vehicle movements are all in their early days. 

the Company has recently started a new chapter that presents a tremendous value 

opportunity. With an increasing focus on software and IOT, Iteris’ traffic related 

businesses (“Traffic,” Roadway Sensors, Transportation Systems) have a touch point 

with 1/3rd of the intersection based traffic signals in the United States, and ~50% 

market share in traffic sensors. This represents a commanding position in an attractive 

niche market that should allow for a bright future as the Intelligent Transportation, 

Smart City and Autonomous Vehicle movements are all in their early days. 

 With sustained organic double digit revenue growth likely on the horizon, tremendous 

strategic value, and today’s valuation of ~1.6x our estimate of forward Traffic sales and 

~9x Traffic segment EBITDA vs. recent transactions and public peers that trade at 3-4x 

sales and mid-to-high teens EBITDA multiples, we believe Iteris stockholders 
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are well positioned to benefit for years to come, even before ascribing any value to the 

Company’s Weather offerings, one of which is related to Traffic and currently profitable. 

Our faith is bolstered by the fact that relatively new CEO Joe Bergera is an alumni of 

Roper ndustries, where excellent capital allocation has led to a share price CAGR of 

~20% for decades. 

We believe that Iteris has the potential to be a billion+ dollar company in the future 

Edenbrook Capital applauds the Marchex 
management for its initiatives over the course of 
2018; Believes that the stock is worth $6.25 per share 

Marchex Inc. is an advertising analytics company. The company offers products and 

services for enterprises that depend on consumer phone calls to drive sales. 

On December 26, 2018, Edenbrook sent a letter to the chairman and CEO of the 

company expressing support for the development of the business from primarily a 

transactional business to a recurring revenue business, and for the execution of several 

initiatives over the course of 2018, including payments of special dividends, share 

repurchases, and two strategic transactions. The letter also reiterated Edenbrook’s 

belief that the Class B common stock is currently undervalued in the marketplace, and 

as a result, trades at a significant discount in relation to the intrinsic value of the 

company. 

Snowball research additional notes: Most recently, in May 2019, the company 

announced that it was named a market leader in the Spring 2019 Call Tracking & 

Analytics Software Customer Success Report published by FeaturedCustomers. 

FeaturedCustomers evaluated dozens of call tracking and analytics software companies 

for possible inclusion in the report. Only 17 companies met the criteria required, and 

Marchex received an award in the Market Leader category, the top designation.

Extracts from the letter: 

Over the nearly four years of ownership, we have seen the Company’s management 

team successfully transform Marchex from a primarily transactional business to a 

recurring revenue business focused on enterprise clients. In doing so, you have put 

Marchex on a path to long-term, profitable and cash-generative growth. While the path 

to getting to this point has not been linear, the progress has been profound, and 

accelerated significantly this year. Over the course of 2018 alone, the Company has 

executed several meaningful examples of capital allocation, including: 

1) Paying a special dividend of $0.50 per share in March 

2) Opportunistically repurchasing an insider block of 2.3mm shares at $2.43 per 

share in May 
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3) Acquiring Telmetrics, an enterprise call and text tracking analytics company, in 

November 

4) Acquiring Callcap, a call monitoring and analytics company, in December 

Additionally, for the first time, in its third quarter 2018 earnings release, Marchex 

provided stockholders with segment reporting that broke out the Company’s faster-

growing, higher-margin analytics revenue, which is largely recurring in nature. This 

high quality, software-based business, when combined with the two acquisitions 

referenced above, positions the Company to have a growing analytics business with 

more than $50 million in revenue. With the faster growing, higher-margin business 

expected to be more than half revenue in 2019, we expect to see meaningful pull-

through effects for the Company’s aggregate financial profile. As one might have 

expected from this segment reporting, stockholders enjoyed an initial bounce in the 

stock price after Marchex’s third quarter earnings report showed how strong the crown 

jewel analytics business has become. 

Despite all of these positive developments, Marchex’s Class B Stock now trades at an 

enterprise value of less than $70 million. One way to look at Marchex’s trading price is 

to say that Marchex is being valued at less than 1.4x its high quality analytics revenue, 

with zero value being given to the $50 million in trailing twelve months revenue from 

the Company’s legacy marketplace business, its $100+ million net operating loss 

carryforward or any of the Company’s intellectual property, including the massive 

conversational data set built up over many years, which is both hard to replicate and is 

the source of value creation for new higher, margin, recurring products. 

We believe Marchex’s trading price of $2.63 per share (as of December 21, 2018) 

demonstrates a substantial discount to comparable industry valuations. Similar 

analytics-based public companies are trading at 4-6 times revenue, while private 

companies are being financed at 6-10+ times revenue. If Marchex were valued at 3 

times analytics revenue (which is still a substantial discount to the market and less than 

Marchex just paid for Callcap), and approximately $44 million in cash were factored in, 

this would yield a value today of approximately $4.65 per share, which is 75% above 

today’s trading price of $2.63 per share (as of December 21, 2018). Adding in 

discounted values for the legacy business and the NOL carryforward would yield 

another approximately $1.60 per share, totaling approximately $6.25 per share, more 

than double today’s price. Further, given the continued profitable growth of the 

business, we expect these values to continue to expand in the coming years. 
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Key takeaways from Luby’s proxy 
campaign outcome 
Luby’s Inc. operates as a multi-brand 

restaurant company in the United 

States.  In late 2018, Bandera Partners 

nominated four candidates for election 

to the Board at the 2019 AGM. In 

January 2019, Bandera Partners lost the 

election. 

a. Huge insider ownership is always a 

hurdle in a proxy fight, irrespective 

of shareholder sentiment 

As per the analysis shown below, 68% 

of the “Non-affiliated Shareholders” (i.e. 

shareholders excluding insiders and the 

Bandera Partners) voted for Jeff Gramm, 

a nominee of Bandera Partners. This 

clearly shows that a majority of 

common shareholders were upset with 

the incumbent directors. 

Nevertheless, the company’s insiders 

won the proxy fight, predominantly due 

to the huge insider ownership, which 

was roughly 40%. 

b. ISS, a proxy advisory firm, 

approves an activist investor 

nominating a family member as a 

nominee:  

Bandera Partner’s founder, Jefferson 

Gramm, nominated his father (William 

Philip Gramm) as one of his Board 

nominees. Even though ISS says that 

“the inclusion of a family member on the 

slate represents a potentially 

suboptimal dynamic”, ISS finally 

recommended that shareholders vote 

for Philip Gramm. 

c. Overcommitted nominee is voted 

against by ISS and G&L 

Mr. Singh (nominee of Bandera 

Partners) did not receive endorsement 

from ISS or G&L due to a large number 

of outside responsibilities. 

G&L noted: “We believe the incumbent 

board has made a reasonable argument 

that Mr. Singh appears to have a large 

number of outside responsibilities that 

would limit the time and attention he 

could provide as a director of Luby’s.” 

Other notes 

Example of double standards: The 

company argued that William Philip 

Gramm (nominee of Bandera Partners) 

is 76 years old and ineligible to stand for 

election. A few weeks before this, the 

company granted two incumbent 

directors (Judith Craven and Harris 

Pappas) a limited waiver from the age 

limit. 
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Number of shares voted (1)    26,940,743 

minus insiders (2)    10,707,208 

minus Bandera’s ownership (3)      2,911,000 

= Non-affiliated shareholders (1 minus 2 minus 3)    13,322,535 

I. Total number of votes received by Bandera   11,970,194 

Bandera’s ownership      2,911,000 

Number of votes received by Bandera from “other shareholders”      9,059,194 

% of votes received from shareholders, excluding insiders & 
Bandera 

           68% 

II. Bodzy, an incumbent director, who received the highest 
number of votes 

  14,478,589 

Number of votes received from shareholders (excluding insiders)      3,771,381 

% of votes received from “Non-affiliated shareholders”            28% 

 

 

Do you think activism is easy? think 
again 
Bed Bath & Beyond (BBBY) 

In March 2019, Legion Partners, 

Macellum Advisors and Ancora Advisors 

formed a group and launched a proxy 

campaign.  

As a part of preparing an investor 

presentation, this activist group visited 

200 stores, interviewed 100+ industry 

experts and 40 former employees, 

surveyed 650 customers, reviewed 15 

years of SEC filings and 10 years of 

earnings transcripts, had discussions 

with advisory firms… well, the list 

continues. 

Read 7th slide in the presentation – 

simply, mind-blowing work by the 

activist group. 
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Martin, of Raging Capital, says 
Tidewater’s rules of conduct is too much 
“big-company” thinking 
When Mr. Martin attended the annual 

meeting of Tidewater (May 6, 2019), he 

was handed a “Rules of Conduct” 

document. Basically, the document 

provided the rules for asking questions 

and information regarding “removal 

from the meeting”. 

Mr. Martin was clearly not pleased. 

On May 6, 2019, Raging Capital (7%) 

delivered a letter to the chairman of the 

board of Tidewater. In the letter, Mr. 

Martin referred to the “rule of conduct” 

as “not stockholder-friendly” and “too 

much big-company thinking”. 

 

To conclude, I want to share an anecdote that I hope is not indicative of the core 

mindset of this Board. Upon my arrival at the Annual Meeting, at which I was the only 

stockholder to attend, I was greeted by a security guard at the door. Inside, I was 

handed a detailed “Rules of Conduct” document that provided the rules for asking 

questions, including lengthy provisions for the “proper decorum and removal from the 

meeting.” Luckily, after a four-hour flight, you allowed me to finish my questions and 

were generous with your time. Still, this construct was certainly not stockholder-

friendly (I’ve never experienced this at a meeting for a small-cap company) and 

indicates that there may either be too much big-company thinking or the Board is 

unwilling to engage in fulsome and frank discussions with stockholders, or both. 
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Israeli District Court is shareholder 
friendly: Enjoins a dilutive offering by 
directors during a proxy campaign 
Summary 

Israeli Companies Law is generally 

considered shareholder friendly. 

Joseph Payne’s victory in blocking the 

attempt of the Board of Arcturus 

Therapeutics to dilute shares by 24.5% 

before the EGM date is a perfect 

example of shareholder-friendly laws in 

Israel. 

Background 

Arcturus Therapeutics, an Israeli 

company, is engaged in pre-clinical drug 

delivery and nucleic acid medicines. The 

company is traded on the Nasdaq. 

Joseph Payne is the founder and largest 

shareholder (owns 13.7%) of the 

company. 

Payne was terminated as CEO in 

February 2018. 

Within a few weeks, Mr. Payne filed SC 

13D and requested the Board to 

convene an extraordinary general 

meeting (EGM) to remove four 

directors, and appoint four of his 

nominees. 

On the last business day before the 

record date, the Board decided to 

postpone the EGM indefinitely. 

Dilutive issue and lawsuit 

Mr. Payne filed the motion following the 

egregious attempt by certain directors 

to sell 24.9% of Arcturus’ share capital 

to a single purchaser at a purchase price 

that was more than 40% below the 

trading price of Arcturus common 

shares prior to the termination of Mr. 

Payne. 

Israeli court prevents Board’s 

attempt to dilute shareholders 

In May 02, 2018, Mr. Payne announced 

that the Israeli court enjoined the 

attempt of the Arcturus Board of 

Directors to undertake a highly dilutive 

equity financing.  

Key points from the press release: 

a. The Court expressed concern that the 

board’s decision to sell shares was not 

being undertaken to raise necessary 

working capital in light of Arcturus’ 

recent claim to have enough cash to 

fund operations for two years.  

b. The Court acknowledged that it was 

reasonable for Mr. Payne and other 

shareholders to be concerned that the 

proposed stock issuance and its timing 

and conditions were motivated by the 

board’s personal interests, namely their 

desire to keep control of Arcturus.  

Settlement 

On May 29, 2018, the company entered 

into a settlement agreement with Mr. 

Payne. Pursuant to the agreement, four 

Payne-backed board members were 

appointed to the board.  

END 
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Activist support service
Since 2013, our team has assisted shareholders in conveying their
message to the board/management of publicly traded US companies. We
assist activist investors by drafting investor presentations, fight letters
and campaign websites. Our presentations and “fight letters” have helped
garner support from investors and proxy advisory firms.
 
Selected assignments include:

Pope Resources, James H. Dahl
Hill International, Bulldog, Crescendo Partners
LEE Enterprise, Cannell Capital
Telecommunication Systems, Cannell Capital
Aviragen Therapeutics, East Hill Management

 
Management due diligence
We perform due diligence on management team and board members and
report professional achievements, red flags and other critical information.
 
Custom 13F research
We carry out customized screening of 13F filings for our clients.
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S p o t t i n g  I d e a s  i n  M a n a g e m e n t  C h a n g e  S c r e e n :

O u r  s u b s c r i p t i o n  s e r v i c e
 
S p o t t i n g  I d e a s  i n  M a n a g e m e n t  C h a n g e  S c r e e n :
 

Regional Management Corp.
Summary: A micro-cap bank, Regional
Management has appointed a former
CEO of Citibank North America as its new
CEO. During his tenure with Citibank
North America, he oversaw a $130 billion
balance sheet. In comparison, the total
assets of Regional Management Corp. is
approximately $610 million. Attracting
such top-talent is a major positive for this
micro-cap company.

Identify red flags
We’ll alert you if a company
has appointed a new CEO
with a questionable track
record.

Nobilis Health
Summary: The questionable track record of
Mr. Fleming, new CEO: (a) As per the
company’s (Nobilis Health) announcement on
January 06, 2015, the financial statements for
the year ended December 31, 2014, should no
longer be relied upon. During that period, Mr.
Fleming served as CFO. Instead of terminating
him, the company has now promoted him as
CEO. (b) During his tenure as CEO of Acro
Energy, the company’s stock price tumbled
by more than half, and within one year of his
exit, the company filed for bankruptcy.
 

Uncover exceptional CEOS
Every year, hundreds of new
CEOs are appointed. CEOs
who have an A+ track record
are often hidden among
others. With our help, you can
identify companies managed
by these CEOs.
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S p o t t i n g  I d e a s  i n  M a n a g e m e n t  C h a n g e  S c r e e n :

S p o t t i n g  I d e a s  i n  S h a r e h o l d e r  A c t i v i s m :
 

Ariad Pharmaceuticals
In 2014 and 2015, Sarissa Capital secured a board
seat in each year. In May 2016, two new directors
were appointed to the board. After a few weeks, four
incumbent directors agreed to resign and the board
size was reduced from 11 to 7. As of May 2016, the
board members were comprised of two Sarissa
nominees and two new board members i.e., 4 out of
7. In February 2017, the company was acquired by
Takeda Pharmaceutical for $24.00 per share in cash.
 

Post activist changes
By tracking all the SEC
filings after activist
involvement for 10
months, we flag
companies that made
significant changes.
 

 
Avadel Pharmaceuticals
In December 2018, Broadfin Capital’s founder, Kevin
Kotler, joined the board. In the next month, the
company hired an interim CEO and CFO. In February
2019, the company announced a restructuring plan
– salient points: i) the company expects to cut its
workforce by 50%; ii) voluntary bankruptcy of its
subsidiary, which is not expected to materially
impact any other aspect of the company’s business;
iii) the company expects to realize $70 to $75 million
in cost reductions in 2019; and iv) intends to focus
its resources on other product development
activities, in particular, the company’s ongoing
Phase III clinical trial of its FT218 product.
 

Majority Board change
By tracking companies
that underwent major
board changes after an
activist showed up,
investors can increase
their odds of success.
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S p o t t i n g  I d e a s  i n  S h a r e h o l d e r  A c t i v i s m :
 

Papa Murphy's Holdings
In December 2017, Papa Murphy entered into
a cooperation agreement with MFP Investors
(13.7%) and Misada Capital Holdings (9.2%).
Together, the activist investors owned roughly
23%. In May 2019, MTY Food Group completed
the acquisition of Papa Murphy’s Holdings

Valuation Insight
 Insights about the
valuation of the
company or segments
are flagged.

Knowles Corporation
Caligan, Patriot Global Management and Falcon
Edge noted: “We believe that Knowles can achieve a
value of at least $28 per share by the end of 2019 (a
70% premium to current trading levels), prior to any
premium associated with a strategic transaction.”

Multiple activists 
When multiple activists
target a company, it
increases the odds of
success.

Others
- 13F screening
- Significant stake in activist portfolio
- Stake increase 
- Board seat gained
- Activist track record
- 13D letters & presentation
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Ormat Technologies, Inc.
 

In March 2018, the company announced that it would
delay its 10-K for the FY 2017, since the company had
identified a material weakness related to its risk
assessment of its accounting for income taxes. In May
2018, the company announced that it would delay 10-Q
for the quarter ended March 2018. Moreover, in May
2018, the company concluded that it would restate its
second, third and fourth quarter financial statements
and its full-year 2017 financial statements. The
restatement is expected to impact the “income tax
(provision) benefit” line item in the company’s
statements of operations, with associated impacts to
net income and earnings per share, and the “deferred
income taxes” line items on its balance sheet. On June
19, 2018, the company filed its restated filings and
pending 10-Q (quarter ended March 31, 2018). During
the entire period, the company’s stock price slumped
15%, from $61.73 on February 28, 2018, to $52.23 per
share on June 19, 2018.
 

 

Emerging from
accounting problem
We flag companies that
emerge from
annual/quarterly filing
delay and
restatements.
 

Others
- 13F Research
- Significant stake in activist portfolio
- Stake increase 
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strategy. It does not constitute a general or personal recommendation or take into account the
particular investment objectives, financial situations, or needs of individual investors. The price
and value of securities referred to in this report will fluctuate. Past performance is not a guide to
future performance, future returns are not guaranteed, and a loss of all of the original capital
invested in a security discussed in this report may occur. Certain transactions, including those
involving futures, options, and other derivatives, give rise to substantial risk and are not suitable
for all investors.
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