
 

July, 2015 

 

Dear Fellow Airgas Shareholders: 

On behalf of the International Brotherhood of Teamsters, a long-term shareholder of Airgas, 
Inc. [NYSE: ARG], I urge you to withhold support for all three (3) independent directors 
(James Hovey, Paula Sneed, and David Stout) standing for election at the Airgas Annual 
Meeting on August 4, 2015.  These long-tenured directors, who each joined the board in 
1999, and serve together on the board’s Governance and Compensation Committee, have 
failed to implement a proposal to declassify the board of directors despite strong majority 
support from shareholders over the past three years.  

Proposal to Declassify the Board at Airgas-Voting History 

Proxy 
Year 

Proponent Proposal Vote  
FOR 
% Shares 
Cast 

 Vote FOR 
% of Total 
Outstanding 
Shares 

2014 Shareholder Board 
Declassification  

72%  63% 

2013 Shareholder Board 
Declassification  

58%  50.1% 

2012 Shareholder Board 
Declassification  

64%  56% 

 
Airgas Shareholders Overwhelmingly Support Board Reform 
 
Shareholder proposals calling for Airgas to declassify its board of directors have won support 
from a majority of voting shareholders as well as from a majority of all outstanding shares for 
three consecutive years.  The board’s unresponsiveness has caused many investors to 
withhold support from electing directors in the past two board elections. 
 
The country’s largest proxy voting advisor, Institutional Shareholder Services (ISS), 
recommended shareholders withhold support from directors standing for election both in 2013 
and 2014 for failing to protect investor interests by de-staggering the board.  In 2013, 35% of 
voting shareholders withheld support from Directors Clancey and Miller.  In 2014, between 
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30-39% of voting shareholders withheld support from all four directors standing for election, 
including Airgas founder and Chairman Peter McCausland. 

Material Failure of Governance 
 
In 2014, Airgas defended its decision to not reform its board structure by noting that support 
for the proposal decreased year over year from 2012 to 2013 and fell short of the required 
67% of outstanding shares to amend the classified board provision in the certificate of 
incorporation and bylaws.  However, as ISS notes in its 2014 report to shareholders,  
 

“the proposal garnered support from more than 50 percent of outstanding shares in 
both years—56 percent of outstanding shares in 2012 and 50.1% in 2013.  
Furthermore, the turnout for last year’s vote (2013) of 87% of outstanding shares 
includes officers and directors owning 11.9%.  As such, excluding votes from the 
directors and officers, 67.8 percent of votes cast supported the declassification 
proposal.  In addition, ISS argued that a company sponsored proposal to amend the 
governing documents to declassify the board, with a management recommendation of 
“FOR”, would likely reach the required level of support.”  

 
ISS concluded that “the board’s failure to respond to the 2013 vote constitutes a material 
failure of governance.” 
 
In 2014, shareholder support for the resolution to declassify the board soared to 72% of shares 
cast or 63% of outstanding shares demonstrating a sharp increase in support for the reform 
since 2013.  Excluding votes from directors and officers, investor support for the reform 
topped 71%, which is more than the 67% threshold required to amend the classified board 
provision in the certificate of incorporation and bylaws. 

Chairman McCausland also defended the decision to maintain a classified board in an 
interview with Jim Cramer on Mad Money which aired July 24, 2014.  He said, “I can’t 
understand how anyone would vote for that [proposal to de-stagger the board] in the Airgas 
context in as much as that staggered board saved our shareholders over $2 billion…”  In this 
instance, McCausland is referring to the failed hostile takeover effort by competitor Air 
Products in 2010/2011 in which the company’s staggered board helped prevent Air Products 
from winning majority control of the board.  Limited to running only three candidates in 2010 
(all of whom were elected) after Airgas rejected an offer of $65.50 per share (a premium of 
50.4%); Air Products was stifled in their effort to acquire the company.  Air Products raised 
their offer for a last time in 2011 to $70 a share, a premium of 60.8% over Airgas’ share price 
prior to any offer being announced, but that too was rejected by the board.  

McCausland’s argument that the staggered board saved investors $2 billion refers to the fact 
that Airgas stock price is now well over $70.  However, Airgas’ stock performance lags 
behind Air Products to this day.  In fact, Air Products has outperformed Airgas over 1-year, 2-
year and 5-year periods. 
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5-year Stock Price Performance Comparison: Airgas and Air Products, from opening July 2, 

2010 until closing July 1, 2015 

  
                                                                                                                             Source: Capital IQ 

Furthermore, McCausland’s argument suggests that investors cannot decide for themselves a 
fair price for their holdings in the company. 
 
Declassifying the Airgas Board Will Improve Accountability 
 
The Airgas Board is divided into three classes of directors serving staggered three-year terms.  
This means an individual director faces election only once every three years, and shareholders 
may vote on roughly a third of the board each year.  In our view, the staggered term structure 
of the Company’s Board is not in the best interest of shareholders because it reduces director 
accountability to the shareholders whom they are elected to represent.  
 
To assess board performance, according to the company’s proxy statement, the Airgas Board 
of Directors conducts an annual evaluation of itself and its committees.  The directors first 
evaluate overall Board and committee performance against certain criteria that the Board has 
determined are important to its success and the success of its committees.  The Board and its 
committees then review the results of the evaluation and discuss what, if any, action should be 
taken to improve performance.  We believe that annual director elections would provide 
valuable feedback from investors about director performance which would greatly strengthen 
the board assessment process. 
 
Harvard Studies Find Entrenching Effect of Staggered Boards Costly to Shareholders 
 
In a 2003 Harvard Law Magazine article, “Making Directors Accountable,” Professor Lucien 
Bebchuk argues, “The entrenching effect of staggered boards is costly to shareholders.”  He 
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notes his findings from an empirical study that found, after controlling for other relevant 
company characteristics, that firms with a charter-based staggered board have a lower market 
value.  “The reduction in market value associated with such staggered boards is economically 
significant,” he concludes, “with a median reduction of about 5 percent, adding up to more 
than $300 billion for all such firms.” (http://harvardmagazine.com/2003/11/making-directors-
account.html)  
 
In a later study, “Staggered Boards and the Wealth of Shareholders: Evidence from Two 
Natural Experiments” published in 2011 by Harvard’s Center for Law, Economics, and 
Business, Lucian Bebchuk, Alma Cohen and Charles C.Y. Wang examined the market 
response to two court decisions involving Airgas--the Delaware Chancery Court ruling on 
October 8, 2010, enabling shareholders to weaken the extent to which staggered boards 
insulate directors from removal and the subsequent reversal of this ruling by the Delaware  
Supreme Court on November 23rd, 2010.   The study concludes:  

 
“We find evidence consistent with market participants’ viewing staggered boards as 

bringing about a reduction in firm value.  Our findings are consistent with the ongoing 
debate on staggered boards and the efforts of institutional investors to reduce the large 
number of companies that still have staggered boards.  Our findings are consistent with 
policies adopted by many institutional investors in favor of proposals to de-stagger 
boards. Our findings are also consistent with the view that the ongoing process of 
dismantling staggered boards, encouraged by institutional investors, could be expected to 
contribute to increasing shareholder wealth.” (http://www.law.harvard.edu/ 
faculty/bebchuk/pdfs/Airgas_Event_Study.pdf)  

 
Hold Airgas Directors Accountable 
 
For three years, Airgas directors have ignored demands from a majority of shareholders to 
declassify its board and allow for annual elections of all directors.  We urge you to hold 
accountable the three independent directors standing for election at the Airgas 2015 Annual 
Meeting by withholding support for the re-election of James Hovey, Paula Sneed, and David 
Stout. 
 
Sincerely, 

 
Ken Hall 
General Secretary-Treasurer 
 
KH/cz 
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