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Inc. Chief Executive
Officer Steve Sanghi

offers practical help for your
real-life business challenges.

Question: Our company has
given stock options to
employees for many
years. The company
is now talking about
giving Restricted
Stock Units (RSUs) to
employees instead of
options. Would you
please comment on
this subject?

— Andy, Tempe

Answer: Starting
with the fiscal year af-
ter June 30, 2005, companies
are required to expense stock
options on their income state-
ments. This is having a pro-
found effect on businesses.

In the 1980s, there was a
cry from investors that the
boards of directors at public
companies needed to tie the
interests of employees to the
interests of shareholders.
Stock options did that very
well, because if the stock
went up, then both the inves-
tors and the employees made
money. It sounded fair. In
fact, the 1990s was a very
successful period for inves-
tors and employees alike.

But then the stock market
crashed in 2001, and stock
options got a bad name. Yes,
there was corporate malfea-
sance at Enron and World-
Com. However, overall, stock
options were a great tool.
With stock-option expensing
in place, the cost of giving
RSUs to employees has be-
come reasonably similar to
the cost of expensing options
(depending on the volatility
index of the stock). Therefore
an increasing number of
boards of directors are shift-
ing toward RSUs.

The employees like them
too, because RSUs are guar-
anteed to make money. The

exercise price for RSUs is
zero, and the employee makes
money whether the stock
goes up or not.

The ironic thing is that in-
vestors also like RSUs. Stock

options got such a bad
name that nearly
99 percent of the in-
vestors and analysts
prefer RSUs. This is
the biggest “upside
down” scenario that I
have ever seen in em-
ployee and executive
compensation. How
RSUs tie the interests
of employees to the
interests of share-
holders is beyond me.

With RSUs, employees make
money irrespective of share-
holders making money. But
shareholders and employees
both love RSUs, so companies
are converting their programs
to RSUs and everyone is
happy.

In a few years, there will
be a period when employees
make money and investors
don’t. The wheel would then
have gone full circle. The ex-
ecutives and boards will be
criticized for giving RSUs and
uncoupling the interest of
employees to the interest of
shareholders. A new class of
MBAs would have graduated
and will be managing Ameri-
ca’s money. And they will
take their turn in criticizing
executive-compensation levels
and perceived greed.

So call me cynical, but I be-
lieve that stock options were
a better tool to tie the inter-
ests of employees to those of
shareholders. Stock-option
expensing changed all that.
This is one case where the
accounting tail has wagged
the dog big time, and to the
serious detriment of the long-
term interests of sharehold-
ers.

Ask Steve by writing to
steve.sanghi@microchip.com.

ASK STEVE

Stock options
foster sense of
shared interest
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Sanghi

By Christia Gibbons
The Arizona Republic

Frank Busch III is Tasmanian Devil
meets yoga master.

He works hard, plays hard, thinks fast.
Friends and colleagues call him tena-
cious, dependable, inspiring, helpful and
driven.

The corporate attorney-turned-entre-
preneur started his Scottsdale-based
Thomas Title & Escrow company just a
year ago, finding a successful niche in a
troubled time in the real-estate industry.

His seven-person firm has closed more
than $300 million in transactions, offer-
ing services in title insurance, real-estate
settlement and escrow services. The bou-
tique firm specializes in commercial real
estate, opening a residential division eight
months into the venture.

"I do my best when I’m going Mach 12
with my hair on fire," said the 32-year-old
Busch, who was named one of the Top 40
under 40 for 2007 in the Title Report, a ti-
tle insurance industry publication.

Capitalizing on his Spanish-speaking
skills and time spent studying law and
working in Mexico City, Busch also has
found a niche in providing title and
escrow services to U.S. homebuyers and
developers looking to own property south
of the border.

"The land-title system in Mexico is
much different than the U.S. system, and
title insurance and escrow services are
new concepts down there. So you can’t
automatically guarantee that someone
else doesn’t have an interest in your land,"
Busch said.

Currently, Thomas Title & Escrow is
handling the title insurance and escrow
work for a 220-unit residential develop-
ment in San Carlos by Mesa’s Sunstone
Homes.

None of this success comes as a sur-
prise to his mother, Patrice Busch, who
along with her husband, Frank, and
brother Tom Meagher, are partners in the
business.

"I spotted something unusual about
Frank as an adolescent," Patrice said. "He
was energetic and active and rough-and-
tumble like most, but had an ability to sit
still and focus whenever he was engaged
in a project."

And like a mom, Patrice pointed out:
"Although we don’t have much to say
about Thomas Title’s daily operations, we
did come up with the name and remind
him frequently of our expectation of hu-
mility and strength of character."

The family moved from Cincinnati to
Tucson in 1989 for dad, Frank Busch Jr., to
take the job as head coach of the Univer-
sity of Arizona swimming teams right be-
fore Busch started high school. He was
the kind of kid to whom it just made sense
to learn Spanish.

His mother said her son "thought that it
was senseless not to be fluent in the lan-
guage and arranged a college semester in
Mexico City."

Later, Busch transferred from the Uni-
versity of Notre Dame to the University of
Arizona’s McGuire Center for Entrepre-
neurship at the Eller College of Manage-
ment, where he received a Bachelor of
Science in business administration in
1997.

He got his law degree from the Univer-

sity of California’s Hastings College of
Law and spent six months in Mexico. He
worked as an attorney at the Phoenix of-
fice of Snell and Wilmer and later became
the corporate counsel at the First
National Bank of Arizona.

"I knew I had incredible ambition and
wanted to make an impression," Busch
said of leaving the more secure world of
corporate law to start his own business.

"I saw a need for a boutique firm that
could execute highly sophisticated trans-
actions but operate outside of the bureau-
cratic constraints of a large company,"
Busch said. "Our competitors are large,

publicly traded companies that aren’t able
to move at our speed."

Steve Pidgeon, a former colleague of
Busch’s at Snell & Wilmer who recently
moved to DLA Piper, said Busch is the
kind of leader that attracts people to work
with him.

"He has an upbeat, charming personal-
ity," Pidgeon said. "He has a lot of guts to
start a title company in a downturn."

Part of the success, Busch said, can be
attributed to the state-of-art technology
his firm uses that gives clients 24/7 access
to their transactions.

The "deal portal" counters the prob-
lems that can arise when people end up
playing phone tag, missing faxes and need
information at odd hours.

"My industry is drowning in paper
work, and we have made a commitment as
a firm, much like our developer clients, to
go ‘green,’ " Busch said.

Listening is the key to doing business,
Busch said. "Finding common ground is
incredibly important."

His friend Jim Clements, who is a pro-
ducer at The Clements Agency, an insur-
ance firm in Scottsdale, said Busch is
"tenacious and driven. His enthusiasm
and drive will bring the best out in others.
Frank is ethical, hard-working, loyal and
never afraid to tell you the truth."

When Busch isn’t in the office 70-plus
hours a week, he’s snowboarding, running
four days a week on the treadmill, practic-
ing yoga two to three times a week and
planning wine-tasting networking recep-
tions.

"Yoga helps me to find calm in the
storm," he said. "It takes a lot to rattle me."

He developed in an expertise
in wine while going to school in the Bay
Area.

"Our client base largely consists of
sophisticated commercial real estate and
legal professionals. We wanted to do
something a little different than a happy
hour at our offices," he said.

EXECUTIVE PROFILE

Tenacious entrepreneur
Title company finds success
despite real-estate downturn
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Frank Busch III, president of Thomas Title & Escrow, says yoga helps him find calm in
the storm.

Frank Busch III
Title: President, Thomas Title & Escrow
LLC
Education: University of Arizona, Bache-
lor of Science degree in business, with a
major in entrepreneurship, magna cum
laude; University of California Hastings
College of Law, juris doctor.
Civic activities: Executive council of the
Boys and Girls Clubs of Metropolitan
Phoenix; executive officer of UA’s Phoenix
Alumni Board of Directors.
Honors: Maricopa County Bar Associ-
ation’s Volunteer Lawyers Program; Attor-
ney of the Month for August 2002; 2003
Consumer Rights Attorney of the Year for
pro bono work with low-income families
by Maricopa County Bar Association. Ari-
zona’s Top Pro Bono Attorneys for 2004
by the Arizona Foundation for Legal Ser-
vices and Education.
For fun: Traveling, fitness, UA football and
basketball
Networking: Non-stop.
Favorite TV show: O’Reilly Factor.
Advice: Listen before you speak.
Lesson learned: Never assume anything.

matically will become custom-
ers of ING Bank, which agreed
to assume $1.5 billion of Net-
Bank’s insured, non-brokered
deposits.

NetBank had $109 million
spread among 1,500 accounts
that exceeded the $100,000 in-
surance limit. Customers with
non-insured balances will be-
come creditors of the receiver-
ship and will receive immedi-
ate payments from FDIC up to
50 percent of those balances.
They also will have immediate
access to their insured funds.

NetBank had $744 million in
brokered deposits — those ar-

ranged through third parties.
FDIC will pay the brokers di-
rectly to the extent of their in-
sured funds.

Bank failures have been rare
lately as the industry achieved
record profits. NetBank be-
comes the second failure this
year, joining Metropolitan Sav-
ings Bank of Pittsburgh. No
banks failed in 2005 or 2006.

FDIC warned NetBank cus-
tomers to regard unsolicited
e-mail as potentially fraudulent
since neither it nor ING will
ask depositors to verify ac-
counts via e-mail.

Reach the reporter at
russ.wiles@arizonarepublic.com.

Feds close down NetBank
FAILURE
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PRIVATE MONEY
REAL ESTATE LOANS

for land, lots, construction, acquisition,
development, bridge loans. Quick funding.

SPECIALIZING IN
RAW LAND, COMMERCIAL,

development & CONSTRUCTION LOANS
From $50,000 to $100,000,000.

DEEDS OF TRUST
bought and sold

When Creativity Counts

MB0904943

480-477-6444
602-989-3630 (after hours)
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Tired of Volatility in the Real
Estate and Stock Market?

Trust Deeds Secured by Real Estate
16-year Flawless Track Record

Contractual Returns - Hassle Free
IRA Eligible - Monthly Income

866-244-2239
www.reddoorgroupinc.com/td

EARN 10% -14%

FLAGSTAFF/PAYSON/PINETOP 1-800-244-8220
480-991-7175AS HEARD ON KTAR

• Purchase or Refi.
• 30 yr. or 15/30 Fixed
• From $300,000

• Purchase or Refi.
• 3/1 ARM or INTEREST ONLY
• From $300,000

Rates Subject to Change

RATES ARE DOWN!
REFINANCE NOW!

WE FEATURE NO COST LOANS

5

MB5688americasmortgagebanc.com

APR
AMERICA’S MORTGAGEBANC CORP.

56

5 3/4%7/8%

APR7/8 %%

MORTGAGES
INFORMATION SESSIONS

Thurs. Oct. 4, 11, 18 or 25 • 6:00 PM
Faculty Admin. Bldg., Room N106B

– REGISTER NOW FOR SPRING! –

Increase your

Job MarketJob Market
ValueValue.

Increase your value in today’s competitive job market with the
Postbac Accounting Certificate or Master’s of Accountancy degree
from ASU. If you already have a bachelor’s degree (in any area),
you can complete either program in 30 semester hours, much
faster than getting an MBA or second bachelor’s degree. Plus,
you’ll be prepared for the CPA, CMA or CIA exams.

• Day and evening classes for working adults
• Part-time and full-time program options
• Internship opportunities
• Graduates highly sought after by employers...with great salaries!

ASU’s West campus – 43rd. Ave & W. Thunderbird, Phoenix

602-543-4CPA (4272)
http://sgml.asu.edu

Postbaccalaureate Certificate or
Master’s Degree in

ACCOUNTING10%
Earn Quarterly Income

Invest from $5,000 to $500,000
IRA and 401K Funds Can Be Used

Callable Annually With A 4-Year Term

602-381-8588 OR

1-800-888-3802

Investor Seminars Held Weekly - Call for Information / RSVP

This is neither an offer to sell nor a solicitation of an offer to buy the securities described herein. The offering
is made only by the Prospectus, to Arizona residents who meet the suitability requirements set forth therein.

Prospective Note purchasers should consider the risks described in the Prospectus.

• Earn Attractive Rates •
• Achieve Increased Diversification •

• Investments Secured by Corporate Assets •

SINCE 1984 • MEMBERS: NASD • SIPC

up to

15%10%
Corporate

Notes
An AZ Registered Public Offering

For AVC Op Co10% Annually (paid quarterly) plus participation
interest (from company earnings) of up to 5%,

for a total of 15% Annually.
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