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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

On April 8, 2019, Michael Nevin notified Conduent Incorporated (the “Company”) that he was resigning from the Board of Directors of the Company
effective immediately.  As previously disclosed, Mr. Nevin was a director designated by Carl C. Ichan and certain other parties pursuant to the letter
agreement (the “Icahn Agreement”), dated as of January 28, 2016, entered into by Xerox Corporation, our former parent company, with Icahn Partners Master
Fund LP, Icahn Partners LP, Icahn Onshore LP, Icahn Offshore LP, Icahn Capital LP, IPH GP LLC, Icahn Enterprises Holdings L.P., Icahn Enterprises G.P.
Inc., Beckton Corp., High River Limited Partnership, Hopper Investments LLC, Barberry Corp., Jonathan Christodoro and Carl C. Icahn (collectively, the
“Icahn Group”).  On December 31, 2016, the Company entered into a Joinder Agreement to the Icahn Agreement.  Pursuant to the Icahn Agreement, on April
11, 2019, the Icahn Group designated Jesse Lynn, General Counsel of Icahn Enterprises, L.P., as a replacement for Mr. Nevin, which designation is subject to
the Company’s approval, not to be unreasonably withheld, conditioned or delayed.

Prior to his resignation, Mr. Nevin was a member of the Corporate Governance Committee and the Compensation Committee.

Mr. Nevin furnished the Company with the letter attached as Exhibit 17.1 to this Form 8-K in connection with his resignation.

In response to Mr. Nevin’s resignation letter, the members of the Company’s Board of Directors that are not affiliated with Carl Icahn or Darwin Deason
issued the following statement:

“We are highly engaged and fully focused on taking actions that are in the best interest of the Company and all of its shareholders. Since Conduent’s
inception as a public company 28 months ago in January 2017, our Chairman, William G. Parrett, along with the entire Board, has guided the
execution of the Company’s three-year transformation program.

Under the Board’s oversight, the Company is focused on expanding margins, executing investments into the business to modernize enterprise
applications and technology stack, improving client engagement and delivering quality services, in order to enhance its position for future value
creation. Over the last 28 months since becoming a publicly-traded company, the Company has achieved a number of milestones, including key
divestitures, completing a $730 million cost saving program, paying off almost $500 million of the Company’s 10.5% Senior Notes and the
settlement of litigation with the State of Texas that was inherited at the time of Conduent’s spin-off from Xerox Corporation.

We note that seven out of the nine members of the Board, including Mr. Nevin, have served as directors since the Company’s founding. During that
time, virtually every decision by the Board and its Committees has been unanimously approved.

We believe Mr. Nevin’s resignation letter mischaracterizes many of the events he describes in his letter,  and we strongly
disagree with its assertions.  In discussions between Mr. Parrett and Mr. Icahn from Sunday, April 7, 2019, through Monday,
April 8, 2019, Mr. Icahn indicated he could cause Mr. Nevin’s resignation letter not to be delivered to the Board and
released publicly if Mr. Parrett agreed to immediately resign as Chairman so that a director designated by Mr. Icahn could
replace Mr. Parrett as Chairman.  Mr. Icahn also expressed his desire that Mr. Parrett resign from the Board and that a new
director chosen by Mr. Icahn be added to the Board.  We believe Mr. Nevin’s “noisy resignation” and these related
discussions represent an attempt to take control of the Company’s Board.”

 



The Icahn Agreement, which includes customary standstill provisions, remains in effect.  In accordance with the agreement, Carl Icahn and his affiliates are
prohibited from running or supporting a proxy contest at the Company’s 2019 Annual Meeting of Shareholders and are required to support all directors
nominated by the Company.

The Company furnished Mr. Nevin with a copy of this Current Report on Form 8-K on April 11, 2019, providing him with the opportunity to furnish the
Company with a letter addressed to the Company stating whether he agrees with the statements made by the Company herein and, if not, stating the respects
in which he does not agree.  The Company will file any letter received by it from Mr. Nevin as an exhibit by an amendment to this Form 8-K within two
business days after receipt.

Item 9.01. Financial Statements and Exhibits.

(d) Exhibits.

Exhibit
No.  Description
   
17.1 Letter of Resignation from Michael Nevin.



Forward-Looking Statements

From time to time, we and our representatives may provide information, whether orally or in writing, including certain statements in this Current Report on
Form 8-K, which are deemed to be "forward-looking" within the meaning of the Private Securities Litigation Reform Act of 1995 (the "Litigation Reform
Act"). These forward-looking statements and other information are based on our beliefs as well as assumptions made by us using information currently
available.

The words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “will,” “should” and similar expressions, as they relate to us, are intended to identify
forward-looking statements. These statements reflect our current views with respect to future events and are subject to certain risks, uncertainties and
assumptions. Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary
materially from those expressed or implied herein as anticipated, believed, estimated, expected or intended or using other similar expressions.

In accordance with the provisions of the Litigation Reform Act, we are making investors aware that such forward-looking statements, because they relate to
future events, are by their very nature subject to many important factors and uncertainties that could cause actual results to differ materially from those
contemplated by the forward-looking statements contained in this Current Report on Form 8-K, any exhibits to this Current Report on Form 8-K and other
public statements we make.

Such factors include, but are not limited to: government appropriations and termination rights contained in our government contracts; our ability to renew
commercial and government contracts awarded through competitive bidding processes; our ability to recover capital and other investments in connection with
our contracts; our ability to attract and retain necessary technical personnel and qualified subcontractors; our ability to deliver on our contractual obligations
properly and on time; competitive pressures; our significant indebtedness; changes in interest in outsourced business process services; our ability to obtain
adequate pricing for our services and to improve our cost structure; claims of infringement of third-party intellectual property rights; the failure to comply
with laws relating to individually identifiable information, and personal health information and laws relating to processing certain financial transactions,
including payment card transactions and debit or credit card transactions; breaches of our information systems or security systems or any service
interruptions; our ability to estimate the scope of work or the costs of performance in our contracts; our continuing emphasis on and shift toward technology-
led digital transactions; customer decision-making cycles and lead time for customer commitments; our ability to collect our receivables for unbilled services;
a decline in revenues from or a loss or failure of significant clients; fluctuations in our non-recurring revenue; our failure to maintain a satisfactory credit
rating; our ability to attract and retain key employees; increases in the cost of telephone and data services or significant interruptions in such services; our
failure to develop new service offerings; our ability to modernize our information technology infrastructure and consolidate data centers; our ability to comply
with data security standards; our ability to receive dividends or other payments from our subsidiaries; changes in tax and other laws and regulations; changes
in government regulation and economic, strategic, political and social conditions; changes in U.S. GAAP or other applicable accounting policies; and other
factors that are set forth in the “Risk Factors” section, the “Legal Proceedings” section, the “Management's Discussion and Analysis of Financial Condition
and Results of Operations” section and other sections of our 2018 Annual Report on Form 10-K, as well as in our Current Reports on Form 8-K. We do not
intend to update these forward-looking statements, except as required by law.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

CONDUENT INCORPORATED  
    
    
Date:  April 11, 2019 By: /s/ J. Michael Peffer  
  Name:  J. Michael Peffer  
  Title:    Secretary  
    



Exhibit 17.1

 [Letterhead of Michael P. Nevin]

 

April 8, 2019

 

Board of Directors

Conduent Incorporated

100 Campus Drive, Suite 200

Florham Park, New Jersey 07932

To My Fellow Directors:

I hereby resign as a director of Conduent, effective immediately.

 

Over the last few months, I have voiced a number of concerns regarding various matters relating to Conduent’s operations, policies

and practices.  Unfortunately, little action has been taken to address these issues, and I believe the main roadblock to meaningful

change has been the company’s Chairman, Bill Parrett.  Every company needs a strong chairman who is willing to do the heavy

lifting that is often necessary to rein in the natural autocratic proclivities of management – especially when the company is

underperforming to the extent Conduent is.  In my view, Bill has simply been asleep at the switch while the company has lost

almost 50% of its market value.  I sincerely hope this letter concerning the circumstances surrounding my resignation will be

helpful in guiding you to take the bold and decisive remedial actions that are necessary to save Conduent.



Below is a summary of the issues that have caused me to resign and that I feel need to be addressed immediately by the board:

 

● The 401(k) Proposal.  The Compensation Committee recently voted on a proposal to suspend Conduent’s 401(k) employer

match.  Although I am a member of the committee, I was not informed of the matter until well after the other two members

(Bill Parrett and Joie Gregor) were briefed.  Even then, I was given only 24 hours to consider the materials and was told that a

vote had to be taken immediately on a Saturday.  Because of this fact, I was not afforded the time necessary to investigate the

many questions I had regarding the proposal (including its legality and the effect it might have on various classes of

employees).  I was particularly concerned over the possibility that the company could be perceived as curtailing employee

benefits in order to attempt to manage earnings over the short term.  I regard it as a very serious matter to take away from over

10,000 employees something the company had promised – and there was no way I was going to be railroaded into making a

hasty, ill-informed decision.  I therefore voted against the proposal.  In discussing the proposal with Chairman Bill Parrett, he

amazingly indicated that he hadn’t looked into it, but that it sounded like a good idea.  In conversations with Joie Gregor, it

was apparent to me that she too was uncomfortable with the rushed manner in which this proposal was presented but

nevertheless felt the necessity to go along with Bill in supporting whatever course of action management was recommending. 

One of the most disturbing parts of this whole experience for me was that Chairman Bill Parrett had previously blindsided me

on the Kroger matter discussed below.  (After that fiasco, Bill promised to never again “blindside me” by speaking to other

committee members without contacting me at the same time about matters to be voted on in the very near future).  It has now

become patently clear that promises mean very little to Chairman Parrett.  But by far my most important grievance with Bill,

which I consider to be a major problem for the board and all shareholders, is that he seems uninvolved and appears to be

willing to recommend that the board rubber stamp whatever management proposes – even though management has made a

number of very disturbing and costly decisions over the last year.  Chairman Parrett, and sad to say certain other members of

this board, are the quintessential example of one of the biggest problems in corporate America today – too many directors

simply do not give a damn.  This is especially dangerous for shareholders when the director also happens to be the chairman.



● The Kroger Matter.  As a member of the Corporate Governance Committee, one would think that I’d have had advance notice

of the ill-advised decision of our Chief Executive Officer, Ashok Vemuri, to join the board of directors of Kroger.  Instead, I

learned about this development by reading it in the newspaper! Only later did I learn that Chairman Bill Parrett was aware in

advance of the actions that Ashok was contemplating taking but did not deem this information worthy of sharing with me or

other board members.  Had my opinion been sought in advance, I would have expressed my extreme concern that this new

position had the potential to distract Ashok’s attention away from his duties at the company at the precise moment when his

full attention was required most.  Ashok, with Chairman Parrett’s acquiescence, determined to take this board seat only a few

short months after negative disclosures by Conduent resulted in the evaporation of almost half the company’s stock market

valuation in a matter of weeks.  How Bill could have missed or ignored this glaringly obvious red flag is a mystery.  The only

answer that makes any sense to me is that he was asleep at the switch, as he has been in so many instances during his tenure,

or perhaps he was distracted by his myriad other responsibilities as a director of Oracle, Blackstone, Eastman Kodak and UBS

Americas.  When I confronted Bill, I received a “mea culpa” for his not giving me and other board members earlier notice and

a promise that in the future this would never happen again.  I also insisted that changes be made to the company’s Corporate

Governance Guidelines in order to prevent this sort of thing from happening again, which were ultimately implemented (after

significant pushback from Bill).  However, as the 401(k) debacle shows, Chairman Parrett does not seem to take guidelines

very seriously when it comes to rubber stamping management’s desires.



● The COO Matter.  Another example of the failed processes at Conduent is the search for a Chief Operations Officer (COO)

which is now taking place at Conduent.  This important search has been going on for way too long.  However, despite the

length of the search, the only candidate whom I was given the opportunity to meet is the one that my fellow independent

director Courtney Mather recommended to the company.  This flies in the face of the many assurances I received from

Chairman Bill Parrett that the whole board would be involved in the process of deciding on this critical hire.  In addition, I

believe the chances of the board selecting the one candidate with the qualifications to become Conduent’s next CEO, if

necessary, are being blocked – despite the board’s clear mandate to bolster succession planning.  This is unquestionably a

situation that screams out for Chairman Bill Parrett to assert his leadership position to prevent yet another hasty and ill-

thought-out proposal from being rammed through.  And yet he remains silent, allowing this important process that is so

crucial for the future of Conduent to become a travesty.



● Legal Matters.  Another issue that has greatly plagued the company is a decade-long $2 billion lawsuit by the State of Texas

against Conduent claiming that the company’s negligence caused taxpayers to pay for thousands of unnecessary children’s

dental and orthodontic procedures.  This case has been a great overhang on the morale of the company’s employees and has

seriously hampered Conduent’s ability to win new business, as reflected in recent operating performance.  The case has

dragged on and on and on (at a cost of over $18 million in external counsel fees) with seemingly no progress toward

resolution during Bill Parrett’s tenure as Chairman.  While he should have been leading the board in taking an extremely

active role to remove this albatross, there seemed to be no settlement in sight until I and certain of my fellow directors inserted

ourselves into the process.  Once we did so, we insisted that serious settlement negotiations be initiated immediately.  Within

weeks, we achieved what couldn’t be accomplished in almost a decade – a $236 million settlement which removes this

overhang, as well as the high legal fees that have seemed to be an annuity for the law firms handling the case for the past

number of years.  My simple question is this: why couldn’t Chairman Bill Parrett have gotten this done? Part of the reason

became painfully apparent to me once I began digging in to the situation – Bill simply did not have a good handle on the facts

or issues involved in the case.  Again, unfortunately the answer is clear in my view, which is that our Chairman has been

asleep at the switch.



● Financial Matters.  2019 operating guidance has already been reduced substantially.  I suspect this is what was really driving

the hurried 401(k) agenda discussed above.  However, amazingly, despite these issues and all of Conduent’s other problems,

there was recently an effort to have the company pursue a $200 million acquisition without the board having the time or

information necessary to sufficiently understand the target company.  This plan was only thwarted when certain of my fellow

directors became involved.  At the risk of sounding immodest, I believe that, with my experience as a chief financial officer

and a securities analyst, I have a significant level of expertise in financial matters.  I believe it is obvious that the

contemplated acquisition would have been an extremely dangerous one for Conduent, with the potential for the company to

lose the entire $200 million purchase price.  In my view, the proposed acquisition was far too large, aggressive and imprudent

relative to Conduent’s battered enterprise value and in an area where the company has never operated or proven able to extract

synergies.  Most importantly, a large portion of the target company’s earnings came from its ability to qualify for government

contracts under a small business program.  When asked to stay on for a period following the acquisition to ensure that the

company would continue to qualify for these contracts, the CEO of the target company refused, making it clear that

purchasing this company would be bordering on ridiculous.  I find it hard to understand why we spent any time at all

contemplating this acquisition.  I also found it alarming that, when questioned, Chairman Bill Parrett seemed to have a very

poor understanding of the transaction – and even less of an appreciation for the damage it could have done to Conduent.



Selective dissemination of information, last minute notice of meetings, and decision-making without ample time for deliberation

have been standard operating procedures at Conduent during the tenure of Chairman Bill Parrett.  His lax oversight has permitted

critical decisions at Conduent to be made almost unilaterally.  In my opinion, this is gross negligence of the highest order.  Even

worse, I believe I have been misled by him more than once.  I can no longer remain on a board lead by a chairman that I cannot

trust and who I believe is willing to simply continue drifting along with a status quo which has already, and might well continue to,

hurt shareholders.

 

While I do not believe that a board should micromanage a good CEO and management team, I also believe that when a CEO and

management team are flailing, it is essential that a strong chairman and board become involved and hold management accountable

– which has certainly not been the case at Conduent.  The only thing that will save Conduent is a major change in the makeup of

the board – beginning with the chairmanship.  I sincerely hope you will find this letter useful and I wish all of you luck with the

hard work ahead.

 

  Sincerely yours,  
    
  /s/ Michael Nevin  
  Michael Nevin  

  


