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Top of Form

Responding to a looming a proxy fight headed by its founder, Alex Mashinsky, Arbinet-thexchange Inc. Wednesday, March 22, said management remains best able to execute its growth strategy. 

Bottom of Form

New Brunswick, N.J.-based Arbinet-thexchange provides a real-time online marketplace for telecommunications carriers to buy and sell long-distance minutes and Internet bandwidth. 

Mashinsky, who founded the firm in 1996 and was its chairman and CEO until 2000 and a director until 2004, on Tuesday filed regulatory documents indicating he is part of a three-member slate running for seats on the company's board of directors at its annual meeting. Though Mashinsky would have only a minority position on Arbinet-thexchange's eight-member board, the filing said he would ask the remaining incumbent directors to resign, should his slate of candidates be elected.

In a statement released Wednesday, Arbinet said it will respond to Mashinsky in more detail following a review of his filing. Arbinet indicated that the board of directors "has confidence in the company's growth strategy" as well as "management's ability to execute on that strategy."

Arbinet went public in December 2004, and its shares reached a high of $29.90 in their second day of trading. On Wednesday, the shares were trading at $7.20, down 76% from their high but up 7% since Mashinsky's filing on Tuesday.

Mashinsky, whose nominees together own 5.9% of Arbinet, was not available for comment. Robert Marmon, the former president and chief operating officer at Arbinet who also is running on the slate, said company management has been unable to execute on its founder's vision.

"The results speak for themselves," Marmon said. "My opinion is they just don't get what they have and how to use it.

"Both Alex and I were waiting for the company to execute the plan, but the stock market has spoken and their performance has spoken and we got tired of waiting," he added.

Arbinet's fortunes took a quick turn in mid-2005. In May, the company reaffirmed 2005 guidance of net income between $19 million and $23 million on revenue of $58 million to $64 million. Just one month later, it said net income would be between $3 million and $6 million on revenue of between $46 million and $50 million. The company blamed a decrease in the average number of minutes per call transacted on its exchange for the extreme miss.

Arbinet also was sued in September in the Superior Court of New Jersey for alleged misstatements or omissions in its registration statement filed with the Securities Exchange Commission. The company said the complaint lacks merit.

Marmon said if the slate is elected by a "clear mandate," it will recommend appointing Mashinsky chairman and CEO, replacing Anthony Craig and J. Curt Hockemeier, respectively, though Hockemeier would be asked to remain with the company as an operating officer. The three-person slate would also would seek the resignation of the remaining board members with the exception of Robert Atkinson and recommend that Marmon replace current chief financial officer John Roberts.

"We want this proxy to be a vote of no confidence in the current management," Marmon said. "For us, it will only be a win if it's a substantial win. If we win by one vote, we would not see it as a mandate."

The date of the shareholder meeting has not been set, though Arbinet's 2005 meeting was in June. The board positions of current directors Deborah Rieman, Roland Van der Meer and William Kingsley expire this year.

Formerly SmartGroup Holdings Inc., Arbinet raised $123 million in five funding rounds from 1999 to 2003. Among its investors were EnerTech Capital of Wayne, Pa.; Entrepia Ventures of New York; Japanese trading house Nichimen Corp.; BancBoston Ventures of Boston; and ComVentures of Palo Alto, Calf. 

