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Shareholder returns, especially gains that drive benefits to pension fund beneficiaries are realized
by making good investments. However, no portfolio can outperform if the underlying investments
are comprised of companies that do not prioritize good corporate governance. When left
unchecked, corporate insiders sometimes neglect their duties and act in their own best interests,
rather than the best interests of the corporations and its shareholders. The wrongful transfer of
corporate assets to insiders, excessive executive compensation, and other nefarious activities by
corporate insiders destroy shareholder value and are almost always likely to negatively affect
stock returns that drive pension benefits in the long term.

Levi & Korsinsky has recovered billions of dollars on behalf of shareholders and corporations
challenging egregious acts by corporate insiders. In the last year alone, Levi & Korsinsky has
recovered more than $200 million for stockholders in some of the highest profile securities cases
in the country.

While highly publicized cases and huge stock drops grab headlines, long term pension fund
returns are affected just as much by corporate governance of portfolio companies. Numerous




studies have found that good corporate governance is essential for preservation of shareholder
value,” while bad corporate practices cause negative stock returns.?

Levi & Korsinsky has a dedicated research team focused on scrutinizing the corporate governance
practices of public companies. When problems are uncovered, shareholders have legal rights to
protect themselves. One method is through derivative litigation.

Derivative litigation is an effective means for shareholders to realign the interests of the directors
and officers with the shareholders. In such actions, shareholders seek to ensure that corporate
executives and board members are held accountable for their wrongdoings. When done properly,
successful derivative actions recover money and achieve meaningful governance changes that
prevent future wrongdoings that may drag returns in the future.

One common area of managerial abuse is the excessive compensation of executives. Excessive
compensation not only enriches executives, but also reflects a disconnect between the interests of
corporate executives and shareholders. Lavish compensation upon CEOs is not necessary to
attract talent andobtain good returns.® To the contrary, when a CEO’s compensation is significantly
higher than other officers, the company tends to have a lower value, lower profitability, and lower
returns following significant corporate events. *

At Levi & Korsinsky, we have extensive experience challenging executive compensation and
recapturing assets for the benefit of companies and their shareholders. The firm recently
represented the Police & Fire Retirement System of the City of Detroit in a derivative suit challenging
excessive equity awards issued to the CEO and two top officers of the global footwear giant
Skechers USA Inc. In that case a settlement was reached where the equity awards, worth almost
$30 million, were canceled and returned to the company. The directors also agreed to make future
compensation decisions based on the recommendations of an independent consultant, decreasing
the likelihood of similar overcompensation in the future.

Corporate insiders can also siphon off wealth by entering into agreements that waste corporate
assets while profiting insiders. In In re EZCorp Inc. Consulting Agreement Derivative Litig., C.A.
9962-VCL (Del. Ch.), Levi & Korsinsky challenged consulting agreements that favored a controlling
shareholder with excessive service and licensing fees. The firm obtained a settlement in which $6.5
million was repaid to the company, and the consulting agreements, pursuant to which the company
had paid almost $20 million, were discontinued.
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Insider trading is another common method by which corporate insiders benefit themselves. In
Pfeiffer v. Toll, C.A. No. 4140-VCL (Del. Ch.), Levi & Korsinsky sought disgorgement of profits that
company insiders reaped through a pattern of insider trading. The firm secured a $16.25 million
cash settlement, including a significant contribution from the corporate insiders accused of trading
on the inside information.

Sometimes, the corporate abuse is large, at well-known companies, and is not readily apparent to
the public. For example, in In re Google Inc. Class C Shareholder Litigation, C.A. No. 7469-CS (Del.
Ch.), Levi & Korsinsky challenged a stock recapitalization transaction that would divert control of
the company from shareholders and towards the insiders. The firm secured a settlement that
allowed Google's shareholders to receive payments of $522 million and total net benefits exceeding
$3 billion.

By identifying and challenging these improper behaviors by corporate insiders, Levi & Korsinsky
provides a significant check on corporate mismanagement, managerial abuse, and wealth
destruction, which ultimately increases pension fund benefits.

Thank you to the L&K team, particularly Correy Kamin, and CORE members for their assistance with this article.

EDUARD KORSINSKY

Managing Partner, Co-Founder
Levi & Korsinsky LLP / CORE Monitoring Systems LLC

Eduard Korsinsky is the Managing Partner and Co-Founder of
Levi & Korsinsky LLP. a national securities firm that has
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clients more effectively monitor their investment portfolios and
maximize recoveries on securities litigation.

Mr. Korsinsky received his LL.M. Master of Law(s) from New
York University School of Law in 1997 and his J.D. from
Brooklyn Law School in 1995.




OFFICES

New York
Connecticut
Washington, D.C.
California

CONTACT

Doug Borths
Director of Institutional Client Services
& Marketing

dborths@zlk.com or 407-965-5748

Adam T. Savett
Director of Communications &
Institutional Research

atsavett@zlk.com or 212-363-7500

in Levig Korsinsky LLP
CORE Monitoring Systems LLC

Y @MergerAlerts
@COREClassAction

LEVISKORSINSKYLLP + *""T][]RE

Levi & Korsinsky LLP is one of the nation’s leading plaintiffs’ law
firms with over 180 years of combined partner experience
litigating complex securities actions. Our 40+ lawyers, backed
by a 90+ person support staff, have successfully litigated
high-stakes, bet-the-company cases, in both federal and state
courts throughout the country. At Levi & Korsinsky we combine
securities expertise with innovative approaches to litigation
and an enduring commitment to recover maximum
compensation for our clients. Our attorneys are supported by a
team of experienced professionals including financial experts,
as well as a cutting-edge, proprietary e-discovery system
designed to tackle the discovery needs of any given litigation.

Our firm provides a seamless end-to-end asset protection and
recovery solution, all in one central location, including the
following services: (i) portfolio monitoring; (ii) U.S. securities
litigation evaluation; (i) non-US. securities litigation
evaluation; and (iv) settlement claims filing. Using the Firm’s
“CORE" Proprietary technology platform, we offer institutional
investors a comprehensive, real-time assessment of portfolio
litigation exposure expressly designed to maximize return on
portfolio litigation opportunities, with unprecedented ease of
use and transparency. All done with No Out-Of-Pocket Costs
to the institution. For more information about the Firm or
schedule a CORE demonstration, go to www.zlk.com &
www.compensationrecovery.com.
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