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Egon Zehnder International

Egon Zehnder International was founded in 1964 and today is one
of the world’s leading international management consulting firms.
The firm’'s god is to be the undisputed quality leader in its profes-
sional practice areas by providing clear value to clients. The firm
practices in three main areas: board consulting and director search,
senior level executive search, and management appraisal, which is
used frequently by boards of directors as a basis to assess execu-
tives, assist in succession planning, and to recommend management
strengthening for an organization. The firm is organized as an
equal, global partnership and currently has approximately 275 pro-

fessionalsin more than 50 offices in 36 countries.

With leadership in all of its principal markets, Egon Zehnder Inte-
national’s board consulting and director search practice group is
dedicated to advising Directors, Chairmen, and Chief Executive
Officers on issues related to the board of directors. With the firm’s
philosophy, which makes resources available to its clients wherever
required, and with local market knowledge gleaned from experi-
enced and dedicated consultants, Egon Zehnder International pro-
vides salient and pertinent advice and counsel on board composi-
tion and evauation, and the identification and appointment of

qualified directors.

Waell, Gotshal & MangesLLP

Founded in 1931, Weil, Gotshal & Manges LLP has evolved into
one of the world' s largest and most highly regarded full-service law
firms, with approximately 650 attorneysin 11 offices worldwide.

The Firm’s Corporate Governance Practice spans virtually all

its departments — including Corporate, Trade Practices & Regula-

tory Law, Business & Securities Litigation, Business Finance &
Restructuring and Tax. The Practice encompasses ongoing repre-
sentation and counseling of boards (of both for-profit and not-for-
profit entities), directors, trustees, board committees, management,
institutional investors and investment funds. Frequently, WG&M

is caled on to counsel on issues of board transition, CEO succes-
sion, crisis management, and strategic decision-making; oversight
of financial management and financia controls; investigations and
employee-related matters; board composition, structure, process
and evauation; board independence and accountability mecha-
nisms; board/CEO and investor relations; director and trustee re-
sponsibilities and business judgment requirements; stock option-
based incentive compensation plans; proxy rule compliance; and,
tax and SEC disclosure requirements. In addition to corporate gov-
ernance counseling, WG&M provides a full range of legal services,
including representation in the various forms of litigation involving
shareholders.



Egon Zehnder International
Global Corporate Gover nance
Advisory Board

Corporate Governance refers to that blend of law, regulation, and appropriate voluntary private-sector practices which enables
the corporation to attract financial and human capital, perform efficiently, and thereby perpetuate itself by generating long-term

economic value for its shareholders, while respecting the interests of stakeholders and society as awhole.

The principal characteristics of effective corporate governance are: transparency (disclosure of relevant financial and operational
information and internal processes of management oversight and control); protection and enforceability of the rights and preroge-
tives of all shareholders; and, directors capable of independently approving the corporation’s strategy and major business plans and

decisions, and of independently hiring management, monitoring management’s performance and integrity, and replacing manage-

ment when necessary.

IraM. Millstein

Senior Partner, Weil, Gotshal & Manges LLP, Counsel to the Advisory Board

and noted authority on cor por ate gover nance

The Globa Corporate Governance
Advisory Board was conceived and
founded by Egon Zehnder International in
1998 as a unique forum for the discussion
of awide range of corporate governance is-
sues of global relevance in a world where
the trading of goods and services, and com-
petition for capital and information them-
selves, have no boundaries.

Comprised of 20 internationaly re-
nowned business leaders from 16 different

NY 1:\295228\07\6B SS07!.DOC\99990.0899

countries, the Global Corporate Gov-
ernance Advisory Board hopes to ad-
vance understanding of the roles and
responsibilities of boards of directors in
international companies, as well as identify
and advocate best practices. The Advisory
Board plans to collaborate with major in-
stitutional investors — through the Institu-
tional Investors Advisory Group — to help
transform nation-based corporate govern-
ance guiddines into practices

that, globally, meet investor expectations.

The Global Corporate Governance
Advisory Board is a unique forum. It is
the only organization of its type; its mem-
bership is international, with diverse expe-
riences at the highest executive levels in
the global business community, and its
agenda encompasses a wide range of
global corporate governance issues of
worldwide importance.
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Counsel to the Board
IraM. Millstein, Senior Partner, WEIL, GOTSHAL & MANGES LLP (NEW YORK)
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Institutional Investors
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In 1998, Egon Zehnder International organized the Institutional Investors Advisory Group to provide the Global Corporate Governance Advisory Board with insights onin-
vestor viewpoints and concerns. The Advisory Group is comprised of some of the most prominent and most active representatives of the institutional investor community, in-
cluding senior executives from both the largest public and private pension funds in the world.

Counsel to the Group
Holly J. Gregory, Partner, WEIL, GOTSHAL & MANGESLLP (NEw YORK)
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INTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE

INVESTOR VIEWPOINTS
Holly J. Gregory*
2001 Edition

Genera Motors
Board Guidelines®

ICGN Principles
(International)®

IFSA Guiddines
(Australia)*

Hellebuyck Commission Recommendations
(France)®

OVER

VIEW

The General Motors Board Guidelines, de-
veloped by the GM Board in 1994 (and
regularly updated), arewidely viewed asa
seminal expression of a board’ svoluntary
effortsto improveitsown governance. The
GM Guidelineshave been widely discussed
and emulated, and their influence has ex-
tended well beyond the U.SA.

The International Corporate Governance
Network (* ICGN" ), founded in 1995 with the
objective of facilitating a fruitful interna-
tional dialogue on waysto strengthen the
accountability of companiesto ownersand to
enhance shareholder value, isa membership
organization of primarily institutional and
other investorsworldwide representing ap-
proximately $10 trillion (U.S) ininvested
assets.

The ICGN* Statement on Global Corporate
Governance Principles’ endorsesthe OECD
Principlesof Corporate Governance® as

“ a declaration of minimum acceptable
standards’ and expands upon them. Itis
divided into a“ Working Kit” of ten Corpor-
ate Governance Criteria (hereinafter the

“ |CGN Statements” ) and a discussion of
OECD Principlesas Amplified (hereinafter

The Investment & Financial Services Associ-
ation (" IFSA"), formerly the Australian
Investment Managers' Association (“ AIMA”)
isanational not-for-profit organization
representing the retail and wholesale funds
management and lifeinsuranceindustries.
IFSA’s 90 members have more than AUD
550 billion under investment.

The primary role of thel FSAisto communi-
cate with governments, regulators, other
industry groups, media and the community on
issues affecting its members. |FSA promotes
sound industry practicesand provides
information and education for its members.
(Seewww.ifsa.com)

The IFSA Guidelinesaredividedinto
Guidelinesfor Investment Managers,
Guidelinesfor Corporations, and
Commentary on them.

“ICGN Amplified OECD Principles’)

Privatization, the presence of foreign share-
holders, the emergence of pension funds, the
desire to modernize the Paris financial

mar ket and the publication of the 1995
Vienot Report’ spurred the Board of
Directorsof the French Financial Investment
Management Association (“* AFG-ASFFI”) to
createa Commission on Corporate
Governance (“ the Hellebuyck Commission”)
to draft Recommendationsregarding
publicly-traded companies belonging to
AFG-ASFFI. The Commission’s
Recommendations were adopted by theAFG-
ASFFI Board onJune9, 1998.

The Recommendations are designed to serve
asthebasisfor discussion of corporate
governanceissuesfor listed companies
throughout the Euro zone. (Cf. Introduction)

! Holly J. Gregory, a partner in the law firm of Weil, Gotshal & Manges LLP, practicesin the Firm'’ s corporate governance group, which isled by IraM. Millstein. Frederick W. Philippi, a senior paralegal, assisted
in this comparative analysis. See also Holly J. Gregory, INTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE IN DEVELOPED MARKETS 1997 and regularly up-

dated); INTERNATIONAL COMPARISON— DEVELOPING AND EMERGING MARKETS (1998 and regularly updated); COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODESOF BEST PRACTICE — EUROPEAN
UNION MEMBER STATES& OECD (2000 and regularly updated); COMPARISON— EUROPEAN UNION-BASED INVESTOR VIEWPOINTS& EASD (2000 and regularly updated); and COMPARISON —UNITED STATES(1997
and regularly updated).

2 General Motors Board of Directors, GM Board of Directors Corporate Governance Guidelines on Significant Corporate Governance Issues (January 1994; revised August 1995, June 1997, March 1999, June 2000).
3 International Corporate Governance Network (“ICGN"), Statement on Global Corporate Governance Principles (July 9, 1999).

* The Investment & Financial Services Association (" 1FSA"), Corporate Governance: A Guide for Investment Managers and Corporations(2d edition, July 1997).

5 Association Francaise de la Gestion Financiére — Association des Sociétés et Fonds Francais d' Investissement (* AFG-ASFFI”), Recommendations on Corporate Governance (Hellebuyck Commission Recommen-
dations) (June 9, 1998). English trandlation by AFG-ASFFI.

5 For OECD Principles, see either Holly J. Gregory, INTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE IN DEVELOPED M ARKETS or COMPARISON OF
CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE —EUROPEAN UNIONMEMBER STATES& OECD. CaPERS and Hermes Investment Management Ltd. (seebelow) have adopted the ICGN
Statements. (See GLOBAL PROXY WATCH, Val. 1., No. 45 (November 12, 1999) at 1 and No. 46 (December 16, 1999) at 1.) TIAA-CREF guidelines support accepted principles of global corporate governance such
asthose promulgated by the ICGN. (Seebelow, p. 3.)

7 See either Holly J. Gregory, INTERNATIONAL COMPARISON OF CORPORATE GOVERNANCE GUIDELINES AND CODES OF BEST PRACTICE IN DEVELOPED M ARKETS 0r COMPARISON OF CORPORATE GOVERNANCE
GUIDELINES AND CODES OF BEST PRACTICE — BUROPEAN UNION MEMBER STATES& OECD.
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Panel on Corporate Governance
(Germany)?

IAIM Statement
(Ireland)®

Hermes Statement
(United Kingdom)1°

PIRC Guidelines
(United Kingdom)

OVERVIEW

The Grundsatzkommission Cor porate Go v-
ernance (* GCG” —German Panel on Corpo-
rate Governance) “ Code of Best Practice”
(hereinafter “ the Code” ), avoluntary private
sector initiative by governance scholars,
representatives of shareholder advocacy
groupsand cor por ate executives, isdesigned
to provide general guidance for the govern-
ance of enterpriseswhose sharesarelisted
on a German stock exchange or traded over-
the-counter. GCG consulted with various
ingtitutional investors includingCal PERS,
TIAA-CREF and Hermes I nvestment Man-
agement.

The Code, revised in July 2000, imparts
greater specificity to many issues previously
addressed inthe OECD Principles.

The Irish Association of Investment
Managers(“ IAIM”) represents ingtitutional
investorswho have morethan £140 billion
under management on behalf of both Irish
and other clients.

Inits 1999 Cor porate Governance and
Incentive Scheme Guidelines, thel AIM has
endorsed the U.K. Combined Codeand urges
the Irish Stock Exchange to amend its Listing
Rulesaccordingly. (Cf. 1999 Guidelines,
Introduction, §1at1.)

Previously, inits 1992 Statement of Best
Practice, thel AIM provided directorsof
companieslisted on the Irish Sock Exchange
and their adviserswith an understanding of
the expectations of institutional shareholders
regarding corporate governance mattersin
areas such asthe composition of boards,
appointment of directors, definitionandrole
of non-executivedirectors, natureand

pur poses of board committees, designation of
boards of subsidiary companies, and
management buyouts. (Cf. 1992 Statement,
Introduction.)

Theinformation below cites either to the
IAIM 1992 Statement, to thel AIM 1999
Guidelines, and/or to the U.K. Combined
Code endorsed by thel AIM 1999 Guidelines.

Hermes | nvestment Management Ltd.

over sees pension schemesfor British
Telecomand Post Office pension funds, with
morethan £50 billion (U.K.) in assetsunder
investment. The Hermes Statement on
Corporate Gover nance and Voting Policy
consists of Satements, three Appendicesand
a Code of Conduct in Support of Companies.

Hermes wel comes the publication of the
U.K. Combined Code on Corporate
Governance and will normally apply its
recommendations. Consideration will also
be given to the fuller discussionsin the
Cadbury, Greenbury and Hampel! reports
that underlie the Combined Code. . . .

There are some issues that Hermes believes,
primarily because of itsinvestment policies,
require greater emphasis or an alternative
approach. (Code of Conduct 6)

Hermesintendsto apply its corporate
governanceand voting policieswith
pragmatic adaptationswhereappropriate.
(Cf. 1.5and Code of Conduct 7)

Hermeshasembraced asitsown a 10-point
Working Kit of best practices adopted by the
International Corporate Governance
Network (“ ICGN").

Pensions | nvestment Resear ch Consultants,
Ltd. (“PIRC”) isaninvestor group and cor-
por ate gover nance adviser with morethan
£150billion (U.K.) in assetsunder inves-
ment.

PIRC haslong argued that ingtitutional
share-hol dersshould exercisetheir voting
rightsaspart of their fiduciary duty inrela-
tionto financial assets, and asa central
means of communi cating with companiesand
holding directorsaccountable.

The purpose of thePIRC Guidelinesisto
ensure consistency and fairnessin determin-
ing voting advice, but not to anticipateall
eventualities. PIRC's" Shareholder Voting
Guidelines2001” support the UK’sCom:
bined Code Recommendations. 1nanumber
of areas, however, they extend beyond the
Combined Code, or reflect a differencein
emphasisor approach. PIRC believesthat its
clientsbear ultimateresponsibility for voting
decisionsin accordancewith their fiduciary
obligations. (Cf. Part 1: Introduction)

The PIRC Guidelinesconsist of an Introduc-

tion, Parts 2-7, and anAPPENDIX:

= Part 1. Introduction

= Part 2: Directors

= Part 3: Directors Remuneration

=  Part 4; Audit and Reporting

=  Part5: Share Capital and Shareholder
Relations

=  Part 6: Other Voting Issues

= Part7: Environment, and

=  AppPeENDIX: Standard Voting Outcomes.

Parts2-7 each containaninitial presentation
of basicissues, followed by Principlesand
elaboration on the Principles; theArPPENDIX
containsthe principles underpinningPIRC's
standard voting advice.

8 Grundsatzkommission Corporate Governance (German Panel on Corporate Governance), Code of Best Practice (January 2000, revised July 2000).
9 TheIrish Association of Investment Managers (“IAIM”), Statement of Best Practice on the Role and Responsibilities of Directors of Public Limited Companies (May 1992); IAIM, Corporate Governance, Share
Option and Other Incentive Scheme Guiddines (March 1999).

10 Hermes Investment Management L td., Statement on Corporate Governance and Voting Policy (July 1998).
1 Pensions Investment Research Consultants, Ltd. (“PIRC”), PIRC Shareholder Voting Guidelines (1993, revised 1996, 1999, 2001).
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CalPERS Core Principles & Guidelines
(U.SA.)Y

ClI Core Policies, Principles, Positions
(U.SA)®E

TIAA-CREF Policy Statement
(USA)"

AFL-CIO Voting Guidelines
(USA)B

OVERVIEW

California Public Employees’ Retirement
System (“CalPERS’ ) isthelargest U.S.
public pension fund with $168 billion (U.S)
in assetsunder investment. 1n 1998,
CalPERSpublished “ U.S. Corporate
Governance Core Principlesand Guide-
lines,” setting forthitsviewpointson
governanceprinciples.

CaPERS believes the criteria contained in
both its Core Principles and its
Governance Guidelines are important
consider ations for al companies within
the U.S. market. However, Ca PERS does
not expect nor seek that each company will
adopt or embrace every aspect of either the
Principles or Guidelines. CalPERS
recognizes that some of these may not be
appropriate for every company. . .. Asone
shareowner, CalPERS believes that the
CorePrinciples represent the foundation
for accountability between a corporation’s
management and its owners. The
Guidelines represent additional features
that may further advance this relationship
of accountability. (Purpose, p. 7)

CalPERShas embraced asitsown a 10-point
Working Kit of best practicesadopted by the
International Corporate Governance
Network (“ ICGN") (see thel CGN columnin
thisCOMPARISON).

The Council of Institutional Investors(“CII")
represents more than 100 pension fundswith
morethan$1trillion (U.S) inassetsunder
investment.

[CII’s] corporate governance policies
establish goals and guidelines for the
effective governance of publicly traded
corporations. The policiesinclude
fundamental core policiesthat [ClI]
believes should be implemented by all
companies, general principles of
shareholder rights and board accountability,
and a number of more general position
statements on various corporate governance
issues. Itis[CII’s] hopethat corporate
boards will meet or exceed these standards
and adopt similarly appropriate additional
policiesto best protect shareholders
interests.

[CII’ 5] policies bind neither members nor
corporations. They are designed to provide
guidelines that [ClI] has found to be
appropriate in most situations.

(Preamble)

TeachersInsurance and Annuity Association
— College Retirement Equities Fund (“ TIAA-
CREF"), aprivate pension fund, isthelarg-
est U.S. pension fund, public or private, with
assets of morethan $300 billion (U.S.) under
investment. Its*“ Policy Statement on Corpo-
rate Governance” (1997, revised 2000) sets
forthitsviewpoints.

TIAA-CREF believesthat certain principles
are the hallmark of an equitable and effi-
cient corporate governance structure. Good
corporate governance must be expected to
maintain an appropriate balance between
the rights of shareholders — the owners of
the corporation — and the need of the board
and management to direct and manage the
corporation’s affairs free from non-strategic
short-term influences. TIAA-CREF ac-
knowledges aresponsibility to be an advo-
cate for improved corporate governance and
performance discipline. (p. 1)

While theTIAA-CREF Policy Satement is
addressed primarily to U.S.-incor porated
companies, it neverthelessreflects the fact
that TIAA-CREF hasbecomediversified
internationally.

[T]here are now accepted principles of
global corporate governance that we sup-
port, such as those promulgated by the In-
ternational Corporate Governance Network
and others. These principles recognize that
not every country needs to adopt a one-size-
fits-all code of practice. (p. 13)

The American Federation of Labor and
Congress of Industrial Organizations (* AFL-
ClO”) represents 13 million working people
in 68 national and international labor unions.
It hasissued Proxy Voting Guidelinesto help
multi-employer pension fund trustees meet
their fiduciary obligations when voting their
funds’ shareholder proxies.

The guidelines assist trustees to exercise their
ownership rightsin ways that achieve long-
term shareholder value and provide a stable
and secure retirement plan for participants
and beneficiaries. . .. [L]ong-term
shareholder value is best achieved through
management accountability to owners,
including worker-owners. (Foreword)

These Guidelines have been devel oped to
serve as aguide for for Taft-Hartley and
union benefit fund trustees in meettheir
fiduciary duties as outlined in the Employee
Retirement Income Security Act of 1974
(ERISA) and subsequent Department of
Labor policy statements. The Guidelines
were drafted specifically for the occasion
when proxy voting authority is not retained
by the plan trusteg(s) but is instead delegated
to another voting fiduciary. (p. 1)

12 california Public Employees’ Retirement System (“ CalPERS'), U.S. Corporate Governance — Core Principles & Guidelines (April 13, 1998).
13 Council of Institutional Investors (“ClI”), Core Policies, General Principles, Positions & Explanatory Notes (March 31,1998; revised March 29, 1999).

14 Teachers Insurance and Annuity Association — College Retirement Equities Fund (“ TIAA-CREF”), TIAA-CREF Policy Statement on Corporate Governance (October 1997, revised 2000).
15 American Federation of Labor and Congress of Industrial Organizations (“AFL-CIO”), Investing in Our Future: AFL-CIO Proxy Voting Guidelines(1997).
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

1. TheMission of the Board of Directors'®

The General Motors Board of Directors rep-
resents the owners' interest in perpetuating a
successful business, including optimizing
long term financial returns. The Board is
responsible for determining that the Corpora:
tion is managed in such away to ensure this
result. Thisisan active, not apassive, re-
sponsibility. The Board has the responsibil-
ity to ensure that in good times, as well as
difficult ones, management is capably exe-
cuting its responsibilities. The Board'sre-
sponsibility isto regularly monitor the effec-
tiveness of management policies and deci-
sionsincluding the execution of its strategies.

In addition to fulfilling its obligations for
increased stockholder value, the Board has
responsibility to GM’s customers, employees,
suppliers and to the communities where it
operates — all of whom are essential to a suc-
cessful business. All of these responsibilities,
however, are founded upon the successful
perpetuation of the business.

(Introduction)

The ICGN Statement adopts OECD Principle
V (The cor por ate gover nance framewor k
should ensurethe strategic guidance of the
company, the effective monitoring of
management by the board, and the
board’s accountability to the company and
theshareholders).

The overriding objective of the corporation
should be to optimize over time the returns to
its shareholders. Where other considerations
affect this objective, they should be
disclosed. To achieve this objective, the
corporation should endeavour to ensure the
long-term viability of its business, and to
manage effectively its relationships with
stakeholders. (ICGN Statement 1 at 3)

The ICGN is of the view that the board
should be accountable to shareholders and
responsible for managing successful and
productive rel ationships with the corpora-
tion's stakeholders. (ICGN Amplified OECD
Principle 1l at 7)

The board of directors of every corporation
should explicitly assume responsibility for
the stewardship of the corporation and, as
part of the overall stewardship responsibility,
should assume responsibility for the
following matters:

1. adoption of acorporate strategy;

2. succession planning, including
appointing, training and monitoring
senior management;

3. aninvestor relations program for the
corporation;

4. theintegrity of the corporation’sinternal
control and management information
system;

5. setting of remuneration policy which
incorporates appropriate performance
hurdles.

(Guidelines for Corporations, Introduction to

Commentary at 19)

The Board of Directorsisastrategic
decision-making body whose choices affect
the future of the company and involve the
responsibility of its members. Its actions
must be governed by openness,
accountability and effectiveness. (I1)

The Commission takes the view that, to the
degree the Board of Directorsisresponsible
to all shareholders, it must act over timein
the interest and on behalf of al. (11.A.1)

See I1.A.3 (The Commission finds that the
separation of the oversight or supervisory
function from the executive function is
favoured by adoption of the Supervisory
Board / Management Board corporate
structure.).

16 Seealso The Business Roundtable, Statement on Corporate Governance and American Competitiveness at 7 (1990) (“ 1990 Business Roundtable Statement”) (“The principal responsibility of boards of directors of

American corporations is to exercise governance so as to ensure the long-term successful performance of their corporation.”); American Bar Association, Committee on Corporate Laws, Section of Business Law,
Corporate Director’s Guidebook 2d ed. at 5 (1994) (“ABA Guidebook’) (“ Stated broadly, the principal responsibility of a corporate director is to promote the best interests of the corporation and its shareholder’s

business and affairs.”).
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
1. TheMission of the Board of Directors
Management Board The responsibilities of directorsarewell es- | pjrectors of public companies are responsible | The role of the board is to lead and control

The Management Board devel ops the strat-
egy for the Group in consultation with the
Supervisory Board and is responsible for its
implementation. (The Code, 11.1.b))

The Management Board shall inform the
Supervisory Board on aregular basis, in good
time and comprehensively, about all relevant
matters regarding business development, risk
exposure and risk management of the com-
pany and major group subsidiaries. (The
Code, 11.2.€))

Supervisory Board

The Supervisory Board advises the Manage-
ment Board on aregular basis regarding the
management of the Company and the Group,
and monitors the achievement of long-term
corporate goals (monitoring: 8111 German
Stock Corporation Act). (The Code, 111.2.8))

tablished in company law. In essence, di-
rectors have afiduciary responsibility to act
in good faith and to exercise care and skill in
the short- and long-term interests of the com-
pany as awhole.

The Board of Directorsis responsible and
accountable for the performance of the
company. The Board approves strategy, hires
the Chief Executive and monitors and
evaluates the performance of management.
(1992 Statement, § 2)

Seethe Combined Code, Principle A.1
(Every listed company should be headed
by an effective board which should lead
and control the company. (Code Principle
Al)

for running companies in the long-term
interests of shareholders. (1.1)

the business. It should establish corporate
strategy, set appropriate policiesfor itsim-
plementation, ensure reporting and decision-
making procedures are effective, select and
monitor key executives, manage potential
conflicts of interest for the executives, man-
age relations with stakehol ders, determine
risk management systems and hold the ex-
ecutives accountable for their actions.

(Part 2: Directors, p. 4)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

1. TheMission of th

eBoard of Directors

Not covered directly, but seep. 7
(Independence is the cornerstone of
accountability. Itisnow widely recognized
throughout the U.S. that independent boards
are essential to a sound governance
structure.).

Seealso p. 8 (“A director’ sgreatest virtueis
the independence which allows him or her to
challenge management decisions and
evaluate corporate performance from a
completely free and objective perspective. A
director should not be beholden to
management in any way.” (Quoting

R.H. Rock, Chairman NACD, DIRECTORS &
BoaARDS5 (1996).).

Not covered directly, but seePosition A.2
(Corporate governance structures and
practices should protect and enhance
accountability to, and equal financial
treatment of, shareholders. An action should
not be taken if its purposeisto reduce
accountability to shareholders.).

[TThe primary responsibility of the board of
directorsisto foster the long-term success of
the corporation consistent with its fiduciary
responsibility to the shareholders. TIAA-
CREF supportsthe primary authority of the
board in such area as the selection of the
chief executive officer, review and ratifica-
tion of the corporation’s long-term strategy,
assurance of sufficient financial resources
and maintenance of financial integrity, and
selection of nominees for election to the
board. (p. 2)

Directors bear ultimate responsibility to
shareholders for the success or failure of the
company. Therefore, they should be held
accountable for actions taken that may not be
in shareholders’ best interests, such as
awarding excessive compensation to
executives or themselves; for acting against
shareholders' properly expressed wishes,
such as failing to implement an appropriate
proposal approved by a mgjority of
shareholders; for demonstrating a“lack of
duty of care” in approving corporate
restructurings or downsizings that are not in
the shareholders’ best interest; for adopting
anti-takeover provisions not in the
shareholders’ best interests; for refusing to
provide information to which the
shareholders are entitled; or for other actions
taken by their company that may not bein the
shareholders’ best interests. (pp. 4-5)

[Dlirectors. . . select, monitor and
compensate management. (p. 5)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

la. TheRoleof Stakeholders

In addition to fulfilling its obligations for
increased stockholder value, the Board has
responsibility to GM’s customers, employees,
suppliers and to the communities where it
operates — al of whom are essential to a suc-
cessful business. All of these responsibilities,
however, are founded upon the successful
perpetuation of the business. (Introduction)

The overriding objective of the corporation
should be to optimize over time the returns to
its shareholders. Where other considerations
affect this objective, they should be dis-
closed. To achieve this objective, the corpo-
ration should . . . manage effectively itsrela-
tionships with stakeholders. (ICGN State-
ment 1 at 3)

Boards that strive for active cooperation be-
tween corporations and stakeholders will be
most likely to create wealth, employment and
sustainable economies. They should disclose
their policies on issuesinvolving
stakeholders, e.g., workplace and environ-
mental matters. (ICGN Statement 9 at 5)

[T]he board is expected to manage success-
fully its relationships with other stakeholders,
i.e., those with alegitimate interest in the
operation of the business such as employees,
customers, suppliers, creditors, and the com-
munities in which the company operates.
(ICGN Amplified OECD Principles, Pream-
ble at 6)

The ICGN isof the view that the board
should be accountable to shareholders and
responsible for managing successful and
productive rel ationships with the corpora-
tion's stakeholders. The ICGN concurs with
the OECD Principle that “active cooperation
between corporations and stakeholders” is
essential in creating wealth, employment and
financially-sound enterprises over time.

The ICGN affirmsthat performance-
enhancing mechanisms promote employee
participation and align shareholder and
stakeholder interests. (ICGN Amplified
OECD Principlelll at 7)

[T]he board should determine policies where
the interests of shareholders and other stake-
holders require them to limit the discretion of
management to act in particular areas such as
legal compliance and environmental policy.
(Guidelines for Corporations, Guideline 7
Commentary at 24)

Not covered.
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
1. TheRoleof Stakeholders®

Not covered directly, but see the Code, |
(Corporate Governance Rules promote and
reinforce the confidence of current and future
shareholders, lenders, employees, business
partners and the general public in national
and international markets.).

[S]hare option and other incentive schemes
... involve making available some of the
equity or profits of the company to employ-
ees/directors of the company. . . .

Invoting in favor of share option and other
incentive schemes, ingtitutional shareholders
have aresponsibility to ensure that, in return,
enhanced performance is achieved, giving an
enhanced return to their clients. (1999
Guidelines, Introduction, 3)

Over aperiod of 10 years, no more than 10%
of issued ordinary share capitd . . . should be
utilized for share options, LTIS, PSS and
SAYE [schemes] of all kinds. (1999 Guide-
line 5)

In acknowledging atrend to wider share
ownership, it isemphasized that part or all of
the 10% of issued ordinary share capital
available under Guideline 5 is available for
broadly based employee share schemes
meeting the requirements set out in these
Gudelines. In addition, over a period of 10
years, afurther amount of up to atotal of 5%
of issued ordinary share capital . . . may,
following approval by the |AIM, be used for
broadly based employee share schemes of all
kinds. (1999 Introduction to Employee-Wide
Share Schemes)

See 1999 Guidelines 11 & 13 (employee par-
ticipation in Long-term Incentive Schemes
(LTS)).

Seealso Guideline 19 (Profit Sharing
Schemes (PSS)).

Seealso 1999 Guideline 20 (Save As You
Earn (SAYE) Schemes).

Seealso 1999 Guideline 21 (Employee Share
Ownership Plans (ESOP schemes).

A company run in the long-term interests of
its shareholders will need to manage
effectively relationships with its employees,
suppliers and customers, and with regard to
the commonweal. (1.2)

[Plension fund clientsin particular are. . .
developing socially responsible investment
strategies. . . . The extent to which [such]
considerations are taken into account by pen-
sion fund investors, and whether such con-
cerns should be expressed through a voting
policy, iscurrently under debate. . .. PIRCis
an active participant in this debate and has
launched our Socially Responsible Invest-
ment Service, which provides profiles and
ratings of companies’ policies and practices
on stakeholder issues. (Part 1: Introduction,
p-3)

Remuneration structures should reward the
efforts of al staff since a motivated and well-
rewarded workforce is an important compo-
nent of company performance. (Part 3: Di-
rectors Remuneration, p. 11)

Although the prime focus [of corporate gov-
ernance] is on the board and accountability to
shareholders, directors should identify their
key stakeholders, and should report on and be
held accountable for the quality of these rela-
tionships since they underpin long-term busi-
ness success. . . . [Clompanies should iden-
tify their key stakeholder relationships and
adopt an appropriate format to report on each.
Specifically in relation to stakeholder issues,
companies should disclose policies for man-
aging relationships, lines of accountability,
methods and scope of engagement, perform-
ance targets and measurement systems and
any external independent verification proce-
dures. (Part 4: Audit and Reporting, p. 12)

See Part 6: Other Voting Issues, p. 18 (all-
employee shar e option schemes).

Seealso Part 7: Environmental Reporting,
pp. 20-21.

7 Seealso The Business Roundtable, Statement on Corporate Governance and American Competitivenessat 7 (1990) (“ 1990 Business Roundtable Statement”) (“The principal responsibility of boards of directors of

American corporations is to exercise governance so as to ensure the long-term successful performance of their corporation.”); American Bar Association, Committee on Corporate Laws, Section of Business Law,
Corporate Director’s Guidebook (“ABA Guidebook™) (2d ed. 1994) at 5 (“ Stated broadly, the principal responsibility of acorporate director isto promote the best interests of the corporation and its shareholder’s

business and affairs.”).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

1. TheRoleof

Stakeholders®®

Not covered.

Not covered.

Boards of both U.S. and international compa-

nies should develop policies and practices to

address the following issues:

=  Theenvironmental impact of the corpo-
ration’ s operations and products.

=  Equal employment opportunities for all
segments of the population.

=  Employee training and development.

=  Evauation of corporate actions that can
negatively affect the common good of
the corporation’s communities and its
constituencies.

Each company should avoid the deliberate

and knowing exploitation of any of the non-

shareholder constituencies and should esteb-

lish open channels of communication permit-

ting employees, customers, suppliers, and the

community to express their concerns. (p. 15)

[T]he great responsibility and authority of
directors justify holding them accountable for
their actions. . .. Thevoting fiduciary may
support liability-limiting proposals when the
company persuasively argues that such action
is necessary to attract and retain directors
[but may] support shareholder proposals for
director liability in light of trustees
philosophy of promoting director
accountability. (p. 6)

[T]he voting fiduciary should oppose
management proposals that limit a director’s
liability for (i) a breach of the duty of loyalty,
(ii) acts or omissions not in good faith or
involving intentional misconduct or knowing
violations of the law, (iii) actsinvolving the
unlawful purchase or redemption of stock,
(iv) the payment of unlawful dividends or (v)
the receipt of improper personal benefits. In
addition, the voting fiduciary generaly
should oppose proposals to reduce or
eliminate directors' personal liability when
litigation is pending against current board
members. (p. 6)

The voting fiduciary may support [proposals
for indemnification of directors] when the
company persuasively argues that such action
is necessary to attract and retain directors, but
the voting fiduciary generally should oppose
indemnification when it is being proposed to
insulate directors from actions they have
aready taken. (p.6)

18 Seealso The Business Roundtable, Statement on Corporate Governance and American Competitivenessat 7 (1990) (“ 1990 Business Roundtable Statement”) (“The principal responsibility of boards of directors of

American corporations is to exercise governance so as to ensure the long-term successful performance of their corporation.”); American Bar Association, Committee on Corporate Laws, Section of Business Law,
Corporate Director’s Guidebook 2d ed. at 5 (1994) (“ABA Guidebook’) (“ Stated broadly, the principal responsibility of a corporate director is to promote the best interests of the corporation and its shareholder’s

business and affairs.”).
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

2. Board Membership Criterid®

The Committee on Director Affairsis
responsible for reviewing with the Board, on
an annual basis, the appropriate skills and
characteristics required of Board membersin
the context of the current make-up of the
Board. This assessment should include
issues of judgment, diversity, age, skills such
as understanding of manufacturing
technologies, international background, etc. —
al in the context of an assessment of the
perceived needs of the Board at that point in
time. (Guideline 1)

Not covered directly, but see OECD Principle
IV (The corpor ate gover nance framework
should ensurethat timely and accurate
disclosureismade on all material matters
regarding the corporation, including . . .
gover nance of the company.).

Seealso ICGN Amplified OECD Principle
IV at 8 (The ICGN further asserts that
corporations should disclose upon
appointment to the board and thereafter in
each annual report or proxy statement
sufficient information on the identities, core
competencies, professional backgrounds,
other board memberships, factors affecting
independence, and overall qualifications of
board members and nominees so as to enable
the assessment of the value they add to the
company. Information on the appointment
procedure should also be disclosed
annualy.).

Not covered directly, but see Guidelinesfor
Corporations, Guideline 2 Commentary at 20
(The composition of the board of directors of
alisted company is one of the most crucial
issues of corporate governance. |nternational
best practice requires that the majority of the
individuals on the board should be genuinely
independent.).

Seealso Guidelinesfor Corporations,
Guideline 2 Commentary at 21 ([I]tislikely
that there will be certain skills and experience
which are so strategic and/or fundamental to
the success of the company that they should
exist at board level itself and, in particular,
amongst the independent directors.).

Not covered.

19 Seealso National Association of Corporate Directors, Report of theNACD Blue Ribbon Commission on Performance Evaluation of Chief Executive Officers, Board and Directors (1994) (1994 NACD Report™)
at 7-8 (Directors “ should be chosen onthe basis of . . . talent, expertise, and accomplishment. Diversity of race, gender, age, and nationality . . . may also betaken into account. . . . Diversity should not, however, be
confused with constituency representation. . . . Also, each director should be a shareholder of the corporation.”); 1990 Business Roundtable Statement at 9, 11-12 (Directors should be “highly experienced in busi-
ness, investments, large organizations or public affairs, [and] willing and able to commit the time and effort needed to be an effective director. . . .”); ABA Guidebook at 15, 39 (“[T]he focus should be on the personal
qualities and business experience of theindividua directors, and the overall mix of experience, independence, and diversity of backgrounds likely to make the board of directors, as a body, most effective in moni-
toring the performance of the corporation. . .. The principa qualities. . . include strength of character, an inquiring and independent mind, practical wisdom and mature judgment.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

2. Board Membership Criteria

Not covered directly, but seeThe Code,
111.1.8) (The proposals for elections of Super-
visory Board members to the General Meet-
ing shall ensure that the proposed candidates
have both the required knowledge and skills
aswell astherelevant professional experi-
ence.).

See alsoThe Code, 111.1.b) (The proposal for
election to the Supervisory Board shall not
include, as a matter of course, the election of
retiring Management Board members.).

Not covered directly,but see 1992 Statement,
§ 4 ([B]rief biographical details of each
director should be set out in the Annual
Report showing the director’ s relevant
experience and age. Information should also
be given on any professional involvement
that adirector or his’her firm may have with
the company.).

Seealso the Combined Code, A.6.2 (The
names of directors submitted for election or
reelection should be accompanied by
sufficient biographical detailsto enable
shareholders to take an informed decision on
their election.).

The expression of fresh views and genuine
debate across the board table are of
considerable value and importance. For this
reason at least one new independent non-
executive director should join the board every
three years and non-executive directors
should not normally serve for more than ten
years. (2.6)

The composition and effectiveness of the
board isacrucia element in determining
corporate performance. (Part 2: Directors,

p-4)

In order to widen the basis of experience on
boards and improve their accountability and
representativeness, [boards] should extend
their search for non-executives beyond the
boards of other listed companiesto include
individuals with a greater diversity of
backgrounds. International candidates, those
with relevant experience in the public,
academic or voluntary sectors, or at
divisional level in other companies, may well
fulfill thetask. (Part 2: Directors, p. 5)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

2. Board Membership Criteria

No director may also serve as a consultant or
service provider to the company.
(CorePrinciple A.5)

With each director nomination recommenda-
tion, the board considers the mix of director
characteristics, experiences, diverse pers-
pectives and skills that is most appropriate
for the company. (Core Principle B.2)

In CaPERS' view, each director should add
something unique and valuable to the board
asawhole. Each director should fit within
the skill setsidentified by the board. (p. 9)

The board has adopted guidelines that
address the competing time commitments
that are faced when director candidates serve
on multiple boards. These guidelines are
published annually in the company’ s proxy
statement. (Core Principle C.1)

The board has adopted director diversity
guidelines, seeking qualified people who
bring with them the benefits of different
perspectives. (Core Principle C.2)

To be renominated, directors must satisfact-
orily perform based on the established
criteria. Renomination on any other basisis
neither expected nor guaranteed. (Guideline
C.2)

The board should establish and make
available to shareowners the skill setswhich
it seeks for director candidates. Minimally,
these core competencies should address:
accounting or finance, international markets,
business or management experience, industry
knowledge, customer-base experience or
perspective, crisis response, or leadership or
strategic planning. (Guideline C.4)

Not covered directly, but see the following
Positions:

Position A.5 (Shareholders should have
meaningful opportunity to suggest processes
and criteriafor director selection and
evaluation.).

Position A.7 (Absent compelling and stated
reasons, directors who attend fewer than 75%
of board and board-committee meetings for
two years running should not be
renominated.).

Position B.2 (Companies should set and
publish guidelines specifying on how many
other boards their directors may serve.
Absent unusual, specified circumstances,
directors with full-time jobs should not serve
on more than two other boards. If the
director isacurrently serving CEO, he or she
should only serve as a director of one other
company, and do so only if the CEO’s own
company isin thetop half of its peer group.
No person should serve on more than five
for-profit company boards.).

Seealso Topic Heading 3, bel ow.

The board should be composed of qualified
individuals and should reflect diversity of
experience, gender, race and age. (p. 3)

In determining its vote on an election of
directors. . . the voting fiduciary must
consider:

i) The company’sfinancia performance

ii) Independence. ...

iii) The overall conduct of the company
[including directors' demonstrated)]
“duty of care” . ...

iv) Attendance records of incumbent

directors. . ..

v) The ability of candidate(s) to devote
sufficient time and energy to the
oversight of the company . . ..

vi) The views of employee and shareholder

groups. (pp. 4-5)

[S]upport should be withheld from directors
who have failed to attend at least 75% of
board and committee meetings. (p.5)

[Flailure to disclose [attendance] information
may be considered in determining whether to
withhold support for board nominees. (p. 5)

[T]he trustees support holding individual
nominees to high standards when they seek
election; requiring annual elections of
directors better advances shareholders
interests. (p. 5)

The voting fiduciary should support
proposals requesting . . . more women and
minority group members for service on
boards. A more diverse board of qualified
directors benefits the company and
shareholders. (p. 7)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

3. Selecting, Inviting and Orientating New Dir ector s

The Board itself should be responsible, in
fact as well as procedure, for selecting its
own members and in recommending them for
election by the stockholders. The Board
delegates the screening process involved to
the Committee on Director Affairs with the
direct input from the Chairman of the Board
and the Chief Executive Officer. The Board
and the Company have a complete orientation
process for new Directors that includes back-
ground material, meetings with senior man-
agement and visits to Company facilities.
(Guideline 2)

The invitation to join the Board should be
extended by the Board itself viathe Chair-
man of the Board and Chief Executive Offi-
cer of the Company, together with an inde-
pendent director, when appropriate. (Guide-
line 3)

The ICGN Statement adopts OECD Principle
I.A (Basic shareholder rightsinclude the right
to . .. elect members of the board.).

Seealso OECD PrincipleV.D.3 (The board
should fulfil certain key functions, including .
.. ensuring aformal and transparent board
nomination process.).

Seealso ICGN Amplified OECD Principle
1V at 8 (Information on the appointment
procedure should be disclosed annually.).

Seealso OECD Principle V.E.2 Annotation
at 42 (In order to improve board practices and
the performance of its members, some
companies have found it useful to engage in
training and voluntary self-evaluation that
meets the needs of the individual company.
This might include that board members
acquire appropriate skills upon appointment,
and thereafter remain abreast of relevant new
laws, regulations, and changing commercial
risks.).

Seealso Topic Heading 2, above.

Before accepting appointment, non-executive
directors should be formally advised of the
reasons they have been asked to joint the
board and given an outline of what the board
expects of them. They should also be
advised of their rights as a director.
(Guidelines for Corporations, Guideline 6)

A letter of appointment should cover, inter

alia, the duties and rights of the director and

the orientation system for directors:

= theduties should include specia skills
or experience which are expected to be
contributed by the director and the time
which the director should expect to
devote to the company. Therights
should include the rights to obtain
independent advice, resources and
information at company expense,
according to aformal procedure
approved by the board;

= theletter should also record relevant
policies of the company, such as board,
director and CEO evauation. . . .

Non-executive directors should undergo a

formal system approved by the board of

orientation and education on the business of

the company and the workings of the board

and its committees. (Guidelines for

Corporations, Guideline 6 Commentary

a 23)

The Commission favours each Board having
anominating committee responsible for
proposing candidates to Board membership.
(11.B.2)

20 Seealsn 1994 NACD Report at 10 (“ The Nominating Committee should evaluate the profile of the board and discussit with the CEO and the rest of the board, forming a consensus on the number of additional
directors to be added at the time and the ideal set of job skills. The Nominating Committee, with input from the entire board, should make alist of candidates. The CEO should have input into the process, as well.
Oncealist of candidates has been established, the members of the Nominating Committee, the Chairman and CEO should meet with each candidate to evaluate his or her suitability. The Nominating Committee can
recommend a candidate to the board, or the board as awhole can select, based on the Nominating Committee' s advice.”); 1990 Business Roundtable Statement at 9, 13 (“ The directors are in the best position to rec-
ommend the slate of nominees for board membership which is presented to the shareholders for election at the annual meeting. Nominating committees should devel op their own process for dealing with sharehold-
ers suggestions of nomineesto the board. . . . In addition, the nominating committee is responsible for recommending a slate of nominees to the board.”); ABA Guidebook at 38 (“The Nominating Committee Chair
should have prominent involvement in the recruiting process in order to reinforce the perception aswell asthereality that the invitee' s selection is being made by the Committee and the board, and not by the CEQ.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

3. Selecting, Inviting and Orientating New Directors

Supervisory Board

[M]andatory law (823 German Stock Corpo-
ration Act) [covers] election of members of
the Supervisory Board (§101). (The Code, )

The proposals [made] to the General Meeting
[by the Nominations Committee] for elec-
tions of Supervisory Board members shall
ensure that the proposed candidates have both
the required knowledge and skills as well as
the relevant professional experience. (The
Code, I11.1.a))

To enable regular adjustments to material
developments, the election or re-election of
Supervisory Board members can take place at
different dates. (The Code, 111.1.c))

The Nomination Committeeisin charge of
the composition, size and balance of the Su-
pervisory Board and the proposals for elec-
tion to the General Meeting. (The Code,
111.3)

Management Board

The Supervisory Board appoints the members
of the Management Board. (The Code,
111.2.8))

The Mediation Committee.. . . delivers pro-
posalsfor the appointment of Management
Board membersif the required two-thirds
majority for the appointment or termination
of Management Board members has not been
achieved. (The Code, 111.3)

[ITn selecting non-executive directors for
approva by shareholders, the Board as a
whole (or a subcommittee of the Board)
should be involved in the selection process.
(1992 Statement, § 4)

See The Combined Code:

Principle A.5 (There should be aformal and
transparent procedure for the appointment of
new directors to the board.).

A.1.6 (Every director should receive
appropriate training on the first occasion that
he or sheis appointed to the board of alisted
company, and subsequently as necessary.).
A.6.2 (The names of directors submitted for
election or re-election should be accompan-
ied by sufficient biographical detailsto
enable shareholders to take an informed
decision on their election.).

The expression of fresh views and genuine
debate across the board table are of
considerable value and importance. For this
reason at least one new independent non-
executive director should join the board every
three years. (2.6)

Hermes recommends that companies
encourage non-executive directors to
participate in the range of seminars and
workshops offered by organizations such as
Cranfield School of Management, Henley
Management College, Institute of Directors,
Spencer Stuart and University of Exeter.
Hermes contributes to severa of these
development fora, which encourage a
participatory approach and include case
studiesillustrating difficult situations. (2.8)

Hermes recommends that the nomination
committee be responsible, after consultation
with other directors, for finalizing the
candidate specification for al board
appointments and for approving the process
by which suitable candidates are identified
and short-listed. (App.I11.5)

The nomination committee should ensure that
all board appointees undergo an appropriate
induction programme. (App. 111.6)

PRINCIPLE: Thereshould bean inde-
pendent and transparent appointments
and review process. (Part 2: Directors, p. 6)

Voting on the appointment of the directorsis
the most important routine issue for share-
holders to consider at general meetings. (Part
2, Directors, p. 4)

[On two-tiered boards,] we consider that . . .
shareholders should have the right to elect
[al] directors [on the supervisory board] and
hold them accountable through regular elec-
tion. ... Thisapplies[even] to stakeholder
representatives. (Part 2, Directors, p. 4)

Directors should receive genera training on
their responsibilities and also company-
specific training. Companies should have a
formal induction policy for new directors,
and specialist training on particular issues
related to certain committees, such as remu-
neration and internal controls. There should
be a continuing devel opment program, and
standards of competence should be estzb-
lished in core skills, knowledge and exper-
tise. (Part 2: Directors, p.7)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

3. Selecting, Inviting and

Orienting New Directors

Shareowners should have effective access to
the director nomination process.
(Guideline D.10)

[The Lead Independent Director will]
interview, along with the chair of the
[nominating committee], all Board
candidates, and make recommendations to
the [nominating committee] and the Board.
(Appendix A: Lead Independent Director
Position Duty Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] interview, along with the chair of the
[nominating committee] all Board candidates,
and make recommendations to the
[nominating committee] and the Board.).

Directors should be elected annually by
confidential ballots counted by independent
tabulators. Confidentiality should be
automatic and permanent. Rules and
practices concerning the casting, counting
and verifying of shareholder votes should be
clearly disclosed. (Core Policy 1)

Shareholders should have meaningful
opportunities to suggest or nominate director
candidates. (Position A.4)

Shareholders should have meaningful
opportunities to suggest processes and
criteriafor director selection and evaluation.
(Position A.5)

See Topic Heading 2, above.

TIAA-CREF supportsthe primary authority
of the board in such areaas . . . selection of
nominees for election to the board. (p. 2)

See p. 3 ([1]n the absence of specia circum-
stances, [TIAA-CREF] would not support . . .
the requirement that candidates for the board
be nominated by shareholders. . . unless the
board supports such measures.).

See Topic Heading 2, above.
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

4. Separation of Chairman and CEO %

The Board should be free to make this choice
any way that seems best for the Company at a
given point in time.

Therefore, the Board does not have a policy,
one way or the other, on whether or not the
role of the Chief Executive and Chairman
should be separate or combined and, if it isto
be separate, whether the Chairman should be
selected from the non-employee Directors or
be an employee. (Guideline 4)

The ICGN Statement adopts OECD Principle
V.E Annotation at 42 (In unitary board
systems, the separation of theroles of the
Chief Executive and Chairman is often
proposed as a method of ensuring an
appropriate balance of power, increasing
accountability and increasing the capacity of
the board for independent decision making.).

The chairperson should be an independent
director or, if the chairperson is not an
independent director, the independent
directors should appoint one of their number
to be lead director and to monitor and report
to them on issues falling within the normal
purview of a non-executive chairperson.
(Guidelines for Corporations, Guideline 3)

The chairperson’srole in leading the Board,
including working with the chief executive
officer to determine the Board agenda and
fostering the contribution of other members
of the Board to its deliberations, is another
crucial issue of international best practice. A
strong independent chairperson provides the
appropriate counterbalance and check to the
power of the CEO. (Guidelinesfor
Corporations, Guideline 3 Commentary

a 21)

Not covered directly, but see11.A.3 (The
Commission finds that the separation of the
oversight or supervisory function from the
executive function is favored by adoption of
the Supervisory Board / Management Board
corporate structure. The present
Recommendations are applicable to the
Supervisory Board function as well.).

21 Seealso ABA Guidebook at 16-17 (suggesting ways to strengthen the role of independent directors, including having an “independent director serve as chair of the board, thus separating the roles of chair and

CEO").
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

4. Separation of C

hairman and CEO

Not covered directly but, inthelarger
German Aktiengelleschaft (* AG™)
companies, the chairman of the Supervisory
Board isdrawn fromthe shareholders’
representatives.

IAIM considersthat the roles of Chairman
and Chief Executive should not be combined.
(1992 Statement, § 2)

Hermes favours separation of the roles of
chairman and chief executive and is generally
opposed to a chief executive becoming
chairman in the same company. Hermes
prefersto discuss any departure from this
guideline in advance of decisions being
taken. The over-riding consideration will be
whether the composition and balance of the
board will ensure that no individual can wield
undue influence on board decisions. The
calibre of the independent non-executive
directors, in particular the deputy chairman or
senior non-executive director, will be
considered carefully. (2.4)

PRINCIPLE: Thereshould beaclear
division of responsibilitiesat the head of
thecompany.

A. Thereis a separate chairman and chief
executive. The roles of chairman and chief
executive should be separate. Combining the
two roles in one person represents a concen-
tration of power which is potentially detri-
mental to board balance. Equally, in terms of
ensuring effective functioning of the board,
the chairman should have akey rolein de-
termining board appraisal in which the per-
formance of the chief executive and their
succession must be considered objectively.
This can only be doneif the posts are sepa
rate. The combination of rolesis only justi-
fied on atemporary basis under exceptional
circumstances.

B. Thereis a non-executive chairman.
Chairmen should not be executive directors
and should not have any operational in-
volvement in the company’s affairs, as this
will detract from their ability to stand back
from the company and its executives and
apply objective judgment.

C. The chairman has not previously been
chief executive. Former chief executives
should not be appointed as chairmen
(whether executive or non-executive) asthis
may also inhibit an objective assessment of
the executive management and their strategy.
It may also obstruct the ability of the new
chief executive in developing different poli-
cies. (Part 2: Directors, p. 6)

Given the board' s role in holding the execu-
tive management accountable, the board
chairman should be seen as a separate role to
that of an executive director with operational
responsibilities. The role expected of the
chairman may well also affect his or her abil-
ity to perform the function of afully inde-
pendent director, with implications for board
structure. We consider that the chairman’s
position should be non-executive. (Part 2:
Directors, p. 4)

NY 1:1295228\07\6BSS07!.DOC\99990.0899

17




CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

4. Separation of C

hairman and CEO

When selecting a new chief executive officer,
boards should reexamine the traditional
combination of the “chief executive” and
“chairman” positions. (Guideline A.3)

See Topic Heading 5, below.

Not covered directly, but see Position C.5
(If the CEO is chairman, a contact director
should be specified for directors wishing to
discussissues or add agendaitemsthat are
not appropriately or best forwarded to the
chair/CEQ.).

[TIAA-CREF] would not support share-
holder resolutions concerning separation of
the positions of CEO and chairman . . . unless
the board supports such measures. (pp. 3-4)

In general, the voting fiduciary should
support shareholder proposals seeking to
require that different persons serve asthe
chairperson and the chief executive officer.
The chairperson’s duty to oversee
management is obviously compromised when
salf-monitoring is required. However, in
certain circumstances, such as a small-cap
company with alimited group of leaders, it
may be appropriate for these positionsto be
combined for some period of time. (p. 5)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

5. Lead Director ?

The Chairman of the Committee on Director
Affairs will be an independent Director re-
sponsible for chairing the regular sessions of
the independent Directors and communicat-
ing the Board' s annual evaluation of the
chairman and the CEO to those individuals.
The chairman of the Committee, together
with the members of that Committee, will
develop the agendas for those regular ses-
sions and periodically review the Board's
governance procedures (guidelines). (Guide-
line 5)

Not covered directly, but seeTopic
Heading4, above.

[11f the chairperson is not an independent
director, the independent directors should
appoint one of their number to be lead
director and to monitor and report to them on
issues falling within the normal purview of a
non-executive chairperson. (Guidelinesfor
Corporations, Guideline 3)

Not covered directly, but seeTopic
Heading4, above.

22 Seealsn 1994 NACD Report at 4 (discussing board appointment of alead director for the CEO eval uation process); ABA Guidebook at 17 (suggesting ways to strengthen the role of independent directors, includ-
ing having “the independent directors designate one of the membersto act as alead director, if the CEO serves as chair”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

5. Lead

Director

Not covered directly, but seeTopic Heading
4, above.

Not covered directly, but see the Combined
Code, A.2.1 (Whether the posts [of chairman
and chief executive officer] are held by
different people or by the same person, there
should be a strong and independent non-
executive e ement on the board, with a
recognized senior member other than the
chairman to whom concerns can be
conveyed. The chairman, chief executive
officer and senior independent director
should be identified in the annual report.).

Thecdibreof . . . the deputy chairman or
senior non-executive director will be
considered carefully. (2.4)

Hermes supports the appointment of a senior
non-executive director and seesthe role as an
extension of that of deputy chairman. Thisis
an important position; Hermes' detailed
views on therole of the senior non-executive
directors are at Appendix 2. (2.5)

In many respects Hermes sees the role [of
senior non-executive director] as an
extension of that of deputy chairman and
supports combining the roles of independent
deputy chairman and senior non-executive
director. Hermes believesthat the main
responsibilities of the role are to ensure that
the views of each non-executive director are
given due consideration and to provide a
communication channel between non-
executive directors and shareholders.

(App. 11, Introduction)

Not covered directly, but see Topic Heading
4, above.
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement)
(USA)

AFL-CIO Voting Guidelines)
(USA)

5. Lead

Director

When the chair of the board also serves asthe
company’s chief executive officer, the board
designates — formally or informally — an
independent director who actsin alead
capacity to coordinate the other independent
directors. (Core Principle A.3)

[T]he Lead Independent Director is
responsible for coordinating the activities of
the independent directors. (Appendix A:
Lead Independent Director Position Duty
Statement)

For alist of responsibilities of the Lead
Independent Director, see Appendix A: Lead
Independent Director Position Duty
Statement.

If the CEO is chairman, a contact director
should be specified for directors wishing to
discuss issues or add agendaitems that are
not appropriately or best forwarded to the
chair/CEOQ. (Position C.5)

[TIAA-CREF] would not support sharehol der
resolutions concerning . . . designation of a
lead director . . . unless the board supports
such measures. (pp. 3-4)

Not covered.
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General Motors ICGN Principles IFSA Guiddines Hellebuyck Commission Recommendations
Board Guidelines (International) (Australia) (France)

6. Board Size®

The Board in recent years has averaged fif- Not covered. Not covered. Under French law, the board must be

teen members. It isthe sense of the Board composed of at least 3 and no more than 24
that thissizeis about right. However, the members. The Commission recommends that
Board would be willing to go to a somewhat the number of directors be kept at a

larger size in order to accommodate the reasonable number to ensure the board’s
availability of an outstanding candidate(s). proper functioning, with alimit of 16
(Guideline 6) members. (11.D.1)

% Seealsn 1994 NACD Report at 7 (“Ideally, aboard should be small enough to permit thorough discussion of important issues, with enough ‘air time' for each view presented, yet large enough to bring a sufficient
variety of views and talentsto the table.”); 1990 Business Roundtable Statement at 11 (“Many authorities believe small, cohesive boards work more effectively than large boards. From experience it would appear
that the optimum number of non-management board membersfor alarge U.S. corporation ranges between 8 and 15. The average size of the board of directors of large publicly-traded U.S. corporations (Fortune 500)
isestimated to be 13.”); ABA Guidebook at 17-18 (“ Each corporation should determine the best board size to accommodate key objectives, including sufficient independent directors to perform the functions nor-
mally assigned to the oversight committeesand . . . effective functioning in terms of discussing and decision making. . . . Other factors that might influence board size are the specia needs of certain types of corpo-
rations to maintain a strong community presence, to establish or maintain relationships with customers or other constituencies, and to respond to other factors that may be idiosyncratic to the corporation or industry in
which it operates. In accommodating these other needs, the board size should not be expanded to such an extent asto interfere with its effective functioning.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

6. Board Size

Not covered directly, but see the Code, I11.3
(The Nomination Committee isin charge of
the...size. .. of the Supervisory Board.).

See alsothe Code, 111.1.8) (To ensure
efficiency, regard will be given to size and
composition of the Supervisory Board.).

Not covered.

The precise number of executive directors
and non-executive directors for any company
isfor its board to determine with the approval
of its shareholders. (2.1)

[B]oards with large numbers of directors may
become unwieldy. Fifteenis probably the
maximum upper limit if the board is able to
function effectively. (Part 2: Directors, p. 4)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

6. Board Size

The board should periodically review itsown
size, and determine the size that is most
effective toward future operations.
(Guiddine B.3)

A board should neither be too small to
maintain the needed expertise and
independence, nor too large to be efficiently
functional. Absent compelling, unusual
circumstances, a board should have no fewer
than 5 and no more than 15 members.
Shareholders should be allowed to vote on
any major change in board size.

(Position B.1)

Not covered.

The voting fiduciary generally may support a
management proposal to change the number
of directors provided a satisfactory
explanation justifying the change is given in
the proxy statement. (p. 8)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

7. Mix of Inside and Outside Directors*

The Board believes that as a matter of policy,
there should be a majority of independent
Directors on the GM Board (as defined in
By-law 2.12). The Board believes that man-
agement should encourage senior managers
to understand that Board membership is not
necessary or a prerequisite to any higher
management position in the Company. Man-
agers other than the Chairman and Chief
Executive Officer and the Vice Chairman
currently attend Board meetings on aregular
basis even though they are not members of
the Board.

On matters of corporate governance, the
Board assumes decisions will be made by the
independent Directors. (Guideline 7)

[E]ach board should include sufficient
independent non-executive members with
appropriate competencies. Responsibilities
should include monitoring and contributing
effectively to the strategy and performance of
management, staff key committees of the
board, and influence the conduct of the board
asawhole. Accordingly, independent non-
executives should comprise no fewer than 3
members and as much as a substantial
majority. (ICGN Amplified OECD Principle
V at9)

The ICGN Statement adopts OECD Principle
V.E (The board should be able to exercise
objective judgement on corporate affairs
independent, in particular, from
management.).

Seealso OECD Principle V.E.1 (Boards
should consider assigning a sufficient number
of non-executive board members capable of
exercising independent judgement to tasks
where there is a potential for conflict of
interest. Examples of such key
responsibilities are financia reporting,
nomination and executive and board
remuneration.).

The board of directors of alisted company
should be constituted with a majority of
individuals who qualify as independent
directors as defined in these Guidelines.
(Guidelines for Corporations, Guideline 2)

See Topic Heading 8, bel ow.

The Commission believes that board
membership should include at least two
outside members. These directors should be
“free of any interest” in the company, which
means they should have no conflicts of
interest. (11.B.1)

24 Seealso 1990 Business Roundtable Statement at 11 (“Boards of directors of large publicly-held public corporations should be composed predominantly of independent directors who do not hold management

responsibilities within the corporation. In addition, anumber of board functions should be reserved for non-management directors only, such as membership on the audit, compensation/personnel, and nominating
committees, selection and evaluation of the CEO, and board evaluation and selection.”); ABA Guidebook at 16 (“To encourage an environment likely to nurture independence in fact and to communicate the appear-
ance of independence, at least amajority of members of the boards of publicly held corporations should be independent of management.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

7. Mix of Inside and Outside Directors

The Supervisory Board shall ensure
independent advice and monitoring of the
Management Board through a sufficient
number of independent persons who have no
current or former business association with
the Group. (The Code, I11.1.b))

IAIM considersthat . . . there should be a
majority of independent non-executive
directors on the Board. (1992 Statement, § 2)

The precise number of executive directors
and non-executive directors for any company
isfor its board to determine with the approval
of its shareholders. It isthe overall balance
of the board that isimportant. Not all non-
executive directors need to be independent
but there should be a strong core of non-
executive directors that are both independent
and seen to be independent. (2.1)

PRINCIPLE: Theboard should contain
sufficient number s of independent non-
executives.

D. Non-executives comprise more than 50%
of the board. . ..

E. There are at |east three non-executives on
the board. . . .

F. A clear mgjority of the [non-executive
directors] are independent by PIRC Guide-
lines. (Part 2: Directors, p. 6)

Theratio of different types of director isim-
portant asisthe overall size of the board.
Independent directors may find themselves
outnumbered and outvoted on large boards
where there are many executive directors.
(Part 2: Directors, p. 4)

[On one-tier boards,] there should be a bal -
ance of executive directors and non-executive
directors with broader experience who arein
aposition to act independently. . . . Two-tier
board structures can be a means of overcom-
ing some of the tensions within a unitary
board between the executive function and the
monitoring function. ... On two-tiered
boards,] we consider that appropriate divi-
sions of responsibility and checks and bal-
ances should be in place. (Part 2, Directors,
p. 4)

In order that non-executives can properly
fulfill their role, we consider that a majority
of the board should be non-executive.

(Part 2: Directors, p. 5)

PIRC does not consider that each non-
executive director can be expected to fulfill
both an advisory and a supervisory function.
For example, it may benefit the company to
retain a former employee in a non-executive
capacity, although the individual will not
have an outsider’s independent perspective.
However, in order to ensure that thereisa
strong independent voice on the board, a
majority of the non-executives should be
independent. (Part 2: Directors, p. 5)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

7. Mix of Inside and Outside Directors

A substantial mgjority of the board consists
of directors who are independent.
(CorePrinciple A.1)

At least two-thirds of a corporation’s
directors should be independent.
(Core Palicy 2).

The board should be composed of a substan-
tial majority of independent directors. (p. 2)

In general, the voting fiduciary should
support shareholder proposals seeking to
require that amajority of directors be
independent. . . . However, in the context of
achangein control, the voting fiduciary
should consider that inside directors may be
more responsive to the interests of employees
and the community in which they operate.

(p.5)
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General Motors ICGN Principles IFSA Guiddines Hellebuyck Commission Recommendations
Board Guidelines (International) (Australia) (France)
8. Definition of “Independence’®

GM'’s By-law 2.12, defining independent
Directors, was approved by the Board in
January 1991. The Board believesthereisno
current relationship between any independent
Director and GM that would be construed in
any way to compromise any Board member
being designated independent. Compliance
with the By-law isreviewed annually by the
Committee on Director Affairs. (Guideline
8)

By-law 2.12(c) provides:

For purposes of this by-law, theterm
“Independent Director” shall mean adirector
who:

i. isnot and has not been employed by
the corporation or its subsidiariesin an
executive capacity within the five
yearsimmediately prior to the annual
meeting at which the nominees of the
board of directors will be voted upon;

ii. isnot (andisnot affiliated with a
company or afirm that is) asignificant
advisor or consultant to the
corporation or its subsidiaries;

iii. isnot affiliated with a significant
customer or supplier of the
corporation or its subsidiaries;

iv. does not have significant personal
services contract(s) with the
corporation or its subsidiaries;

v. isnot affiliated with a tax-exempt
entity that received significant
contributions from the corporation or
its subsidiaries; and

Vi isnot aspouse, parent, sibling or child

of any person described by (i) through
(v).

[The ICGN] endorses the [OECD] assertion
that “the board should be able to exercise
objective judgment on corporate affairs
independent, in particular, from
management.” To meet this challenge, the
ICGN holds that each company should . . .
acknowledge that the board of directors, or
supervisory board, as an entity, and each of
its members, as an individual, is afiduciary
for all shareholders, and should be account-
able to the shareholder body as awhole.
(ICGN Amplified OECD Principle V at 8-9)

The ICGN Statement adopts OECD Principle
V.E (The board should be able to exercise
objective judgement on corporate affairs
independent, in particular, from
management.).

Seealso OECD Principle V.E Annotation at
41 (The variety of board structures and
practicesin different countries will require
different approaches to the issue of
independent board members. Board
independence usually requiresthat a
sufficient number of board members not be
employed by the company and not be closely
related to the company or its management
through significant economic, family or other
ties. Thisdoes not prevent shareholders from
being board members.).

An independent director is adirector who is

not a member of management [and]:

= isnot asubstantial shareholder of the
company or an officer of . . . asubstan-
tial shareholder of the company;

= hasnot within the last three years been
employed in an executive capacity by
the company . . . ;

= isnotaprincipal of aprofessional ad-
viser to thecompany . . . ;

= isnotasignificant supplier or customer
of thecompany . . . or an officerof ... a
significant supplier or customer;

=  hasno significant contractual relation-
ship with the company . . . other than as
adirector of the company; and

= isfreefrom any interest and any busi-
ness or other relationship which could
... materially interfere with the direc-
tor’ s ability to act in the best interests of
the company.

(Guidélines for Corporations, Guideline 2

Commentary at 20)

[A] director “free of any interest” isone
without any direct or indirect tie with the
company or companies of the group, and
therefore may be reputed to participate with
objectivity in board discussions. He must
neither be now, nor ever have been, an
employee, nor chairman, nor chief executive
of the company or of any company of the
group. He must neither be alead shareholder
of the company nor of acompany of the
group, nor be related in any way to such a
shareholder. Finally, he must not in any way
whatsoever be related to a significant or
regular commercial or financial partner of the
group or of any group company. (I1.B.1)

Seell.A.2 (Inthe Commission’sview, the
Board’ s accountability to all shareholders
requiresthat it be independent in relation to
company management.).

Seealso Il (The portfolio manager’s
advisory role requiresthat his activity, and
that of his employees, be governed by the
principle of independence. He may therefore
not serve as a member of the Board of
Directors or any company whose shares are
held in the portfolios he manages.).

% Seealsn 1994 NACD Report at 34 (“A director will be considered independent if he or she: (1) has never been an employee of the corporation or any of its subsidiaries; (2) is not arelative of any employee of the
company; (3) provides no services to the company; (4) isnot employed by any firm providing major services to the company; or (5) receives no compensation from the company, other than director fees.”); 1990
Business Roundtable Statement at 12 (“In order to underscore their independence, non-management directors should not be dependent financialy on the companies on whose boards they serve.”); ABA Guidebook
a 16 (“Asagenera rule adirector will be viewed as independent only if he or sheisanon-management director free of any material business or professional relationship with the corporation or its management.”).
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
8. Definition of “Independence’
Not covered directly, but see the Code, Independence is more likely to be assured The board should have a core of at least three | PIRC recognizes that ‘independence’ is de-
111.1.b) (The Supervisory Board shall ensure | when the director does not have an actual or | vigorously independent directors on whom termined partly by an individual’s character
independent advice and monitoring of the potential conflict of interest, e.g., shareholders can rely for the independence of | and integrity. [However,] [i]n order to be
Management Board through a sufficient =  isnot retained as a professional adviser | their judgement and who can act as agents for | viewed as independent, PIRC considers that
number of independent persons who have no by the company; change should the need arise. Hermes directors should not:
current or former business association with = isnotasignificant supplier or customer | endorses the Cadbury committee’sdefinition | =  have held an executive position within
the Group. . .. The proposal for election to to the company; of independence: that non-executive directors the company group;
the Supervisory Board shall notinclude, asa | =  hasnot been employed in any executive | “should be independent of managementand | =  have had an association with the com-
matter of course, the election of retiring capacity by the company in the recent free from any business or other relationship pany of more than 9 years;
Management Board members.). past; that could materialy interfere with the = berelated. . . to other directors or advi-
= doesnot participatein any share option | exercise of their independent judgement.” sorsto the company;
scheme within the company. Hermes will interpret thisto meanthattobe | =  have been appointed other than through
(1992 Statement, § 2) considered independent a non-executive an appropriately constituted nomination
director must not: committee or equivalent . . . ;
See 1992 Statement, § 3 (Independent non- =  beor have been an employee of the »  be[employed with] a professional ad-
executive directors add considerably to all company; viser to the company;
aspects of aBoard's deliberations, e.g., *  represent significant shareholders or =  haveaservice contract, hold share op-
= inpresenting a detached, outside view- other single interest groups. . . ; tions or other conditional share awards,
point when strategy is being debated; =  receive an income from the company receive remuneration other than fees, re-
* insetting or endorsing policiesrelating other than non-executive director fees; ceive consultancy payments or be elig-
to all aspects of the business; *  participate in the company’s share op- ble for pensions benefits or participate in
=  inthe appointment, remuneration and tion or performance-related remunera- bonus schemes;
removal of the Chief Executive; tion schemes; = receivefees. .. indicative of significant
=  inquestioning the assumptionson which | = have conflicting or cross directorships; involvement in the company’s affairs
budgets and plans are based; »  have any other significant financia or cees
= inthe choice of accounting policies and personal tieto the company or itsman- | =  receive remuneration from athird party
in the review and approval of all pub- agement which could interfere with the in relation to the directorship;
lished financial statements; director’ sloyalty to shareholders. (2.3) | =  benefit from related party transactions;
= in monitoring the implementation of =  have crossdirectorships. . . ;
policy and achievements of resilts; Inprinciple, all the directors, andinparticu- = hold. .. asenior position with a political
= when takeovers and mergersare being | lar the chairman, of an investment trust or charitable body to which the company
considered; should be fully independent non-executive makes contributions. . .;
= inensuring standards of probity in the directors. The tests of independencein * holdanatifiable holding . . . or serve as
company’s dealings with al its paragraph 2.3 above apply to investment adirector or employee of aanother
stakehol ders.) trusts. Directorswho are not considered company which has a notifiable holding
independent include employees or former in the company [or] in which the com-
employees of the trust’ s fund manager . . . pany has a notifiable holding;
and directors of more than one investment *  be...ontheboard of asignificant cus-
trust managed by the same fund management tomer or supplier to the company;
company. (8.1) »  act asthe appointee or representative of
a stakeholder group other than the
shareholders as awhole;
= serveasadirector or employeeof a
significant competitor of the company.
= Other criteriaare relevant for investment
trusts (see below section 6).
(Part 2: Directors, p. 5)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

8. Definition of

“Independence”

[E]ach corporation should publish in their
proxy statement the definition [of
independence] adopted or relied upon by its
board. (Guideline A.1)

An*“ independent director” isonewho:

=  has not been employed by the Company
in an executive capacity within the last
fiveyears;

= isnot, and isnot affiliated with . . . an
adviser, or consultant to the Company or
amember of the Company’s senior
management;

= isnot affiliated with a significant cus-
tomer or supplier of the Company;

= hasno personal services contract(s) with
the Company, or a member of the Com-
pany’s senior management;

= isnot affiliated with a not-for-profit
entity that receives significant contribu-
tions from the Company;

= within the last five years, has not had
any business relationship with the Com-
pany (other than service as adirector)
for which the company has been re-
quired to make disclosure under Regu-
lation S-K,

= isnot employed by apublic company at
which an executive officer of the Com-
pany serves as a director;

=  hasnot had any of the relationships
described above with any affiliate of the
Company; and

= isnot amember of the immediate family
of any person described above.

(Appendix B-1)

See Core Principle 5 (No director may also
serve as a consultant or service provider to
the company.).

A director is deemed independent if his or her
only non-trivia professional, familial or
financial connection to the corporation or its
CEO ishisor her directorship.

(Core Palicy 2)

A director will not generally be considered
independent if he or she:
(@ hasbeen employed by the corporation or
an affiliate in an executive capacity;
(b) is, orinthe past two years has been, an
employee or owner of afirm that isone
of the corporation’s or its affiliate’s or
the CEQO'’ s paid advisers or consultants;
is employed by a significant customer or
supplier;
has, or in the past two years has had, a
personal services contract with the CEO,
the corporation or one of its affiliates;
is an employee, officer or director of a
foundation, university or other non-
profit organization that receives
significant grants or endowments from
the corporation or one of its affiliates;
isarelative of an executive of the
corporation or one of its affiliates; and
is part of an interlocking directorate in
which the CEO or other executive
officer of the corporation serves on the
board of another corporation that
employsthedirector.
(Explanatory Note, pp. 9-10; seeentire
Explanatory Noteon Independent Director
Definition)

©
(d)

®
(©)

[ITndependence means no present or former
employment by the company or any signifi-
cant financial or personal tie to the company
or its management that could compromise the
director’ s objectivity and loyalty to the
shareholders. An independent director does
not regularly perform services for the com-
pany, if adisinterested observer would con-
sider the relationship material. It does not
matter if the serviceis performed individually
or as arepresentative of an organization that
isaprofessional adviser, consultant, or legal
counsel to the company. However, adirector
might be considered independent if it is clear
to TIAA-CREF that the person isinvolved in
commercia transactions that are being car-
ried out at arm’s length in the ordinary course
of business and the relationship should not
interfere with the individual’ s ability to exer-
cise independent judgment. (p. 2)

Independence is defined as having only one
non-trivial connection to the corporation: that
of hisor her directorship. A director
generaly will not be considered independent
if currently or previously employed by the
company or an affiliate in an executive
capacity; if employed by afirm that is one of
the company’ s paid advisors or consultants; if
employed by a significant customer or
supplier; if employed by afoundation or
university that receives grants or endowments
from the company; if the person has any
personal services contract with the company;
if related to an executive or director of the
company; or if an officer of afirm on which
the company’ s chairman or chief executive
officer also isaboard member. (p. 4)

The voting fiduciary also generally should
support proposals that require the company to
adopt a definition of independence such that
an independent director’s only non-trivial
relationship to the company isthat of
directorship . . . [and] should support
proposals calling for the expanded disclosure
of potential conflictsinvolving directors.

(p-5)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

9. Commitment / Chang

esin Job Responsibility®

Former Chairman/Chief Executive Officer’s
Board Member ship.

The Board believes thisis a matter to be de-
cided in each individual instance. Itisas-
sumed that when the Chairman or Chief Ex-
ecutive Officer resigns from that position,
he/she should submit his’her resignation from
the Board at the same time. Whether the
individual continues to serve on the Board is
amatter for discussion at that time with the
new Chief Executive Officer and the Board.
A former Chairman or Chief Executive Offi-
cer serving on the Board will not be consid-
ered an independent Director for purposes of
voting on matters of corporate governance.
(Guideline 9)

It isthe sense of the Board that individual
Directors who change the responsibility they
held when they were elected to the Board
should submit a letter of resignation to the
Board.

It is not the sense of the Board that in every
instance the Directors who retire or change
from the position they held when they came
on the Board should necessarily leave the
Board. There should, however, be an oppor-
tunity for the Board, viathe Committee on
Director Affairs, to review the continued
appropriateness of Board membership under
these circumstances. Independent Directors
are encouraged to limit the number of other
boards on which they serve, taking into ac-
count potential board attendance, participa-
tion and effectiveness on these boards. Inde-
pendent Directors should al so advise the
Chairman of the Board and the Chairman of
the Committee on Director Affairsin advance
of accepting an invitation to serve on another
board. (Guideline 10)

The ICGN Statement adopts OECD Principle
V.E.2 (Board members should devote
sufficient timeto their responsibilities.).

See alsoOECD Annotation to Principle
V.E.2at 42 (Itiswidely held that service on
too many boards can interfere with the
performance of board members. Companies
may wish to consider whether excessive
board service interferes with board
performance. Some countries have limited
the number of board positions that can be
held. Specific limitations may be less
important than ensuring that members of the
board enjoy legitimacy and confidence in the
eyes of shareholders.).

Seealso Topic Heading 10, bel ow.

Not covered.

Not covered directly, but seel1.D.2 (The
Commission recommends. . . that board
memberships be limited to three, including
representation of legal entities as well as the
director personally, except for directorships
held within one's own group. The
recommended directorship limit for outside
directorsisfive.).

% Seealso ABA Guidebook at 39 (“ Some companies expect adirector to offer to resign if the director’s principal occupation changes.”).
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
9. Commitment / Changesin Job Responsibility
Management Board There should be an undertaking between the | Not covered. It isimportant that directors have sufficient

[O]ther activities of Management Board
members, in particular the acceptance of
Supervisory Board appointments, require the
approval of the Supervisory Board. Any
other activities of senior Group executives
require the approval of the Management
Board. (The Code, 11.4.9))

[The Personnel] Committeeis responsible for
the approval of pay for outside company
work by members of the Management Board.
(The Code, 111.3)

Supervisory Board

Board members must make sufficient time
available to exercise their activity in a
diligent manner. (The Code, 111.1.8))

company and executive directors that they
will not engagein, or have an interest in (ex-
cept with the approval of the Board), any
business similar to that carried on by any
group company.

Any service contracts entered into should be
approved by the Remuneration Committee.

Despite the provisions of the Companies Act,
the IAIM considers that service contracts
should not run for a period of more than 3
years and there may be circumstances where
arolling contract should be limited to a
period of no more than 2 years. (1992
Statement, § 7)

time to devote to the company’ s affairs. Full
disclosure of directors' other commitments
should be provided. . . . Thefull record of
each director’s attendance at board meetings
and committee meetings should be provided
in the annual report.

To assist smaller companies to improve their
guotient of experienced directors, we con-
sider more companies should make their
senior executives available for non-executive
appointments, though executive directors
should not have more than one other outside
appointment. (Part 2: Directors, p. 5)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

9. Commitment / Changesin Job Responsibility

Not covered.

Not covered.

The board should establish . . . arequirement
that al directors have a direct and material
cash investment in common shares of the
company. A reasonable minimum ownership
interest could be defined as stock holdings
equal to approximately one year’s compen-
sation as a board member, but we recognize
that what constitutes a“material” amount will
necessarily vary widely from one director to
another. (p. 3)

Each director should be able and prepared to
devote sufficient time and effort to his or her
duties as adirector. (p. 3)

See pp. 3-4 ([1]n the absence of special cir-
cumstances, [TIAA-CREF] would not sup-
port . . . arequirement that directors must
attend a specific percentage of board meet-
ings, unless the board supports such meas-
ures.).

Not covered.
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

10. Election Term/ Term Limits/ Mandatory Retirement®’

The Board does not believe it should esteb-
lish term limits. While term limits could help
insure that there are fresh ideas and view-
points available to the Board, they hold the
disadvantage of |osing the contribution of
Directors who have been able to develop,
over aperiod of time, increasing insight into
the company and its operations and, there-
fore, provide an increasing contribution to the
Board asawhole.

As an dternative to term limits, the Commit-
tee on Director Affairs, in conjunction with
the Chief Executive Officer, will formally
review each Director’s continuation on the
Board every fiveyears. Thiswill also allow
each Director the opportunity to conveniently
confirm higher desire to continue as amem-
ber of the Board. (Guideline11)

It isthe sense of the Board that the current
retirement age of 70 is appropriate. (Guide-
line 12)

Each elected member [of the unitary board of
directors or of the supervisory board in atwo-
tier system] should stand for election on a
regular basis. (ICGN Amplified OECD
PrincipleV at 9)

Not covered.

In accordance with French law, adirector’s
mandate may not exceed six years unless the
General Meeting decides to revise upwards
this mandate, and directors older than 70
years may not exceed one-third of board
membership.

The Commission recommends that the
number of directors over 65 years not exceed
one-third of the board membership. (I1.D.5)

2" Seealso ABA Guidebook at 39 (“Some publicly held corporations impose term limits on directors and many have amandatory retirement age.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

10. Election Term/ Term Limits/ Mandatory Retirement

Not covered directly, but see the Code,
111.1.c) (To enable regular adjustments to
materia developments, the election or re-
election of Supervisory Board members can
take place at different dates.).

IAIM considersthat, in addition to the provi-

sions of the Companies Act, the following

should be adopted as good practice:

=  al directors should retire in rotation at
least every three years, and offer them-
selves for re-election if they so choose;

=  where acompany’s articles provide that
adirector may be dismissed from office
by awritten resolution of his/her co-
directors, provision should also be made
that these powers can only be exercised
with the support of at least 75% of co-
directors.

(1992 Statement, § 4)

[A] non-executive director must not . . . serve
as adirector for more than 10 years or be
over 70 years of age. (2.3; see 2.6)

PRINCIPLE: All directorsshould be ac-
countableto shareholdershby facing regu-
lar re-election.

G. Non-executives are appointed for speci-
fied terms. There should be aformal oppor-
tunity to assess the contribution made by
non-executives. They should therefore have
afixed period of appointment rather than an
open-ended appointment. Reappointment
should not be automatic. . . .

H. All directors are required to seek election
inthearticles. Itisfundamental to good
corporate governance that all directors are
required to seek regular re-election by share-
holders. If exemption from election provi-
sions exist in company articles, . . . they
should be removed.

I. All directors face election every yesr.
Under the current system, it is merely coinci-
dental if directorsretire in ayear when share-
holders may wish to vote on an issue of con-
cern which has emerged during the period. . .
. In the absence of opportunities for share-
holdersto vote on policy issues. . ., and
given the difficulties involved in putting for-
ward a shareholder resolution on specific
issues of concern, in order to strengthen ac-
countability, we consider that all directors
should retire for re-election each year.

J. Directors over 70 face annual re-election.
Whilst recognizing that such directors may
still have much to contribute to a company, in
the absence of annual election for al direc-
tors, PIRC considers that companies ensure
that directors over the age of 70 stand down
for election each year. (Part 2. Directors,

p. 6)

[In the case of two-tiered boards,] [s]hare-
holders. . . should have the power to remove
[any supervisory board directors] exercising
the powers of the company or charged with
overseeing executive management. This
applies to stakeholder representatives and
also to alternate directors who are not elected.
(Part 2: Directors, p. 4)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

10. Election Term/ Term Limits/ Mandatory Retirement

Every director should be elected annually.
(Guideline D.6)

See Guideline A.2 (With each director
nomination recommendation, the board
should consider the issue of continuing
director tenure and take steps as may be
appropriate to ensure that the board maintains
an openness to new ideas and awillingnessto
critically re-examine the status quo.).

Directors should be elected annually by
confidential ballots counted by independent
tabulators. (Core Palicy 1)

See General Principle C.1 (Corporations
and/or states should not give former directors
who have | €ft office (so-called “ continuing
directors’ ) the power to take action on behal f
of the corporation.).

See alsoGenera Principle C.2 (Boards
should review the performance and
qudifications of any director from whom at
least 10% of the votes cast are withheld.).

Seealso Position A.7 (Absent compelling
and stated reasons, directors who attend
fewer than 75% of board and board-
committee meetings for two years running
should not be renominated.).

The board should establish a fixed retirement
policy for directors. (p. 3)

The voting fiduciary may vote against
proposalsto limit terms of directors because
they may result in prohibiting the service of
directors who significantly contribute to the
company’ s success and represent share-
holders’ interests effectively. In general, the
trustees support holding individual nominees
to high standards when they seek election:
requiring annual elections of directors better
advances shareholders’ interests. (p. 5)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

11. Board Comp

ensation Review’®

Itisappropriate for the staff of the Company
to report once ayear to the Committee on
Director Affairsthe status of GM Board
compensation in relation to other large U.S.
companies. As part of a Director’ s total
compensation and to create a direct linkage
with corporate performance, the Board be-
lieves that a meaningful portion of a Direc-
tor’s compensation should be provided and
held in common stock units.

Changes in Board compensation, if any,
should come at the suggestion of the Com-
mittee on Director Affairs, but with full dis-
cussion and concurrence by the Board.
(Guideline 13)

The full Board (independent Directors)
should make this evaluation [of the Chairman
of the Board] annually . ... The evauation
will be used by the Executive Compensation
Committee in the course of its deliberations
when considering the compensation of the
Chairman. (Guideline 26)

The ICGN Statement adopts OECD Principle
V.D.3 (The board should fulfil certain key
functions, including [reviewing] board
remuneration.)

Seealso ICGN Statement 5 at 4
(Remuneration of corporate directors or
supervisory board members and key
executives should be aligned with the
interests of shareholders.).

The board should establish . . . apolicy to
encourage non-executive directors. . . to
acquire shares from allocation of a portion of
their fees. (Guidelines for Corporations,
Guideline 8)

The board should disclose in the company’s
annual report its policies on, and the quantum
and components of, remuneration for all
directors. (Guidelines for Corporations,
Guideline 10)

Seealso Guidelinesfor Corporations,
Guideline 8 Commentary at 24 (The purpose
of [Guideline 8] is to equate the financial
interests and risks of the board with the
interests and risks of the shareholders asthe
owners of the company.

Equity participation by non-executive
directors should be acquired by them
independently and, in particular, not through
ashare or option scheme designed for the
executives whose role is to manage the
company. Thedirectors' roleisto assess
effectively the performance of the company
and its executives. A conflict of interest
would be created if directors participated in a
scheme similar to the executives.).

[Dlirectors' fees[should betied to the
performance of the company and the value of
the company’s share, and] should also take
into account their attendance. (11.C.2)

See I1.C.1 (All directors should have a
significant minimum investment in the
company, i.e., oneyear’ sdirectors fees.).

2 Seealsn 1994 NACD Report at 20 (“Each board must decide what plan best serves the needs of the company, its shareholders, and its directors. For companies that wish to increase stock ownership by directors,
thereisarange of possibilities, from restricted stock grants with prohibitions on resale, to stock options, to voluntary guidelinesfor stock purchases. Every board should develop clear and comprehensive criteriafor
director pay, making occasional exceptions when unforeseen events make this necessary. Also, each board must decide the most appropriate mechanics for disclosing its process for setting director compensation.
Director pay should be set annually, but evaluated on an ongoing basis.”); ABA Guidebook at 18-19 (* Directors have an unavoidable conflict of interest in fixing their own compensation. That conflict is not reduced
if the recommendation is made by management. When directors recognize they have the responsibility to determine their own compensation, they are more likely to make sure they have the data necessary to reach a
fair conclusion. That includes data on comparable companies, together with analysis of any special factorsthat may relate to the particul ar corporation.”).
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
11. Board Compensation Review
Management Board Not covered directly, but see 1992 Statement, | Companies should require all directorsto PRINCIPLE: Contractspolicy should

The Personnel Committee. . . shall make
recommendations with regard to the content
of the employment contracts of the Manage-
ment Board including their emoluments.
Recommendations for the recurring compen-
sation elements shall be determined by sys
tematic performance evaluation of the indi-
vidual Management Board members. In
addition, the Committee is responsible for the
approval of pay for outside company work by
members of the Management Board. (The
Code, 111.3)

Supervisory Board

The remuneration of the Supervisory Board

shall appropriately reflect the responsibility,
the work performed, and theincreasein the

corporate value. (The Code, 111.1.€))

Contracts, in particular consulting contracts
of the company with members of the
Supervisory Board, require the approval of
the Supervisory Board (except everyday
transactions). (The Code, 111.2.f))

§ 3 (The value of non-executive directorsis
the independence and experience that they
contribute to the deliberations of the Board.
Their responsibility in law isindistinguish-
able from the executive director. They
should receive appropriate remuneration to
reflect their responsibilities and their
contribution.).

Seealso 1999 Guideline 11 (Non-executive
directors should not participate in any form
of share option or other long-term incentive
scheme (“LTIS’) in order to avoid
compromising their independent status.
Shares may be made available to non-
executive directorsin lieu of al or part of
their normal fees, and disclosed
accordingly.).

See Topic Heading K, below.

build over a period of time a substantial
shareholding, say, to the value of at least one
year's emoluments. For non-executive
directors, one way of achieving thisisto pay
them partly in shares which must be retained
whilst they hold office. Non-executive
directors who are executives elsewhere, and
whose fees are paid to their primary
employer, should receive the share
component of their fee. Non-executive
directors should not participatein
performance-related pay or incentive
schemes. (App.1.1.4)

balance potential coststo shareholders
with directors’ interests. (Part 3: Direc-
tors' Compensation, p. 9)

PRINCIPLE: Shareholdersshould have
the opportunity to vote on remuneration
issues. (Part 3: Directors Compensation, p.
10)

PRINCIPLE: Remuneration structure
should align shareholders' and directors
inter ests and payments should not be ex-
cessive. (Part 3: Directors Compensation,
p. 10)

PRINCIPLE: Directors remuneration
should take account of pay conditions
within the company. (Part 3; Directors
Compensation, p. 11)

The performance basis of dl . . . incentive
schemes under which benefits are potentially
payable should be clearly set out each year,
together with the actual performance
achieved against the same targets. (Part 3:
Directors Remuneration, p. 8)

The statement of remuneration policy should
clearly explain the rationale behind the remu-
neration structure and should refer to all the
elements. (Part 3: Directors'’ Remuneration,
p. 8)

SeePart 3: Directors Remuneration, pp. 8-
11.
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

11. Board Compensation Review

Director compensation is a combination of
cash and stock in the company. The stock
component isasignificant portion of the total
compensation. (Core Principle A.6)

Shareholders should have the opportunity to
vote on all equity-based compensation plans
that include any directors of the company.
Shareholders should also have the
opportunity to vote on any equity-based
compensation plan where the number of
reserved shares, together with the company’s
outstanding equity-based awards and shares
available for grant, may have a material
impact on the capital structure of the
company and the ownership interests of its
shareholders. (Genera Principle A.6)

Absent unusual and compelling circum-
stances, al directors should own company
common stock, in addition to any options and
unvested shares granted by the company.
(Generd Principle D.2)

Directors should be compensated only in cash
or stock, with the mgjority of the
compensation in stock. (Genera Principle D.
3

Directors should own a meaningful position
in company common stock, appropriate to
their personal circumstances. (Position A.6)

Pay for directors and managers should be
indexed to peer or market groups, absent
unusual and specified reasons for not doing
so. Boards should consider options with
forward contracts to align managers' interests
with shareholders’. (Position D.1)

TIAA-CREF advocates payment of directors
at least partially in stock or restricted stock.
(p-3)

All monetary arrangements with directors for
services outside normal board activities
should be approved by a committee of the
board that is composed of independent di-
rectors. (p. 3)

[Directors] should be held accountable for
actions taken that may not be in shareholders
best interests, such as awarding [themselves)
excessive compensation. (p. 4)

[R]easonable compensation should be
awarded to [outside directors]. Shareholder
evaluation of director compensation is
especialy important since directors are
responsible for compensating themselves. . . .
Thus, full disclosure in the proxy statement
of the philosophy and process used in
establishing director compensation and the
total value of the compensation is critically
important to shareholders. (p. 6)

The trustees support compensating directors
in afashion that rewards excellent service,
not marginal performance, and enhances
directors' linksto shareholders. Further,
director compensation should be
accomplished in a manner that does not
compromise the independence of directors.

(pp. 6-7)

[Playment of directors [should be] solely in
the form of equity and cash. . .. [Plension
and benefit programs [should be eliminated)].

(p-7)

[P]roposals providing for a significant
component of directors’ total compensation
to bein the form of stock [deserve support]. .
.. [S]ignificant stock holdings by directors
[areto be encouraged]. . . . Stock grants
should be structured to avoid short-term
holdings by directors. (p. 7)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

12. Executive Sessions

of Outside Director s®

The independent Directors of the Board will
meet in Executive Session two or three times
each year. Executive Sessionswill be
chaired by the Chairman of the Committee on
director Affairs. The format of these
meetings will include a discussion with the
Chairman and the Chief Executive Officer on
each occasion. (Guideline 14)

Not covered.

The board should review its performance and
the performance of individua directors, the
company and management regularly. Asa
key part of that process, the independent
directors should meet on their own at least
once annually to review performance.
Guidelines for Corporations, Guideline 7)

Not covered directly, but see11.A.3 (The
Commission finds that the separation of the
oversight or supervisory function from the
executive function is favored by adoption of
the Supervisory Board / Management Board
corporate structure. The present
Recommendations are applicable to the
Supervisory Board function as well.).

29 Seealsn 1994 NACD Report at 4 (noting that the CEO should respect the outside directors’ need to meet independently); ABA Guidebook at 17 (suggesting ways to strengthen the role of independent directors,
including having “the independent directors meet periodically as abody to review the performance of management and of the members of the board”).
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12. Executive Sessions

of Outside Directors

Not covered directly, but see the Code, 11.2.f)
(Should the business trend or risk exposure of
the Group change significantly against plan,
the Management Board must immediately
inform the Supervisory Board through its
Chairman, who will call an extraordinary
Supervisory Board meeting if so indicated.).

Not covered directly, but see 1992 Statement,
§ 3 (contributions of independent non-
executivedirectors) .

The senior non-executive director should
have the authority to call ameeting of the
non-executive directorsif, in hisopinion, it is
necessary. (App. 11.3)

See App. 11.2 (The senior non-executive
director should make himself available for
confidential discussions with other non-
executive directors who may have concerns
which they believe have not been properly
considered by the board as awhole.).

Not covered directly, but see Part 2, Direc-
tors, p. 5 (It may be appropriate for [audit,
remuneration and nomination] committeesto
invite executive directors to be present at
certain meetings, but committees should meet
without executives present at least once a
year.).
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12. Executive Session

sof OutsideDirectors

Independent directors meet periodically (at
least once a year) alone, without the CEO or
other non-independent directors.

(Core Principle A.2)

[When the CEO and Independent chair
positions are held by separate people, the
Independent Chair will] develop the agenda
for and moderate executive sessions of the
Board' s independent directors [and] act asthe
principal liaison between independent
directors and the CEO on sensitive issues.
(Appendix C: Independent Chair Position
Duty Statement)

[When the CEO is also the Chair, the Lead
Independent Director will] develop the
agenda for and moderate executive sessions
of the Board' s independent directors [and] act
as the principal liaison between independent
directors and the Chair on sensitive issues.
(Appendix A: Lead Independent Director
Position Duty Statement)

The board should hold regularly scheduled
executive sessions without the CEO or staff
present. The independent directors should
a so hold regularly scheduled in-person
executive sessions without non-independent
directors and staff present. (Position C.4)

The board should hold periodic executive
sessions at which management, including the
CEOQO, isnot present. (p. 4)

See p. 11 (The board should establish an
annual review process. . . in executive
session.).

Not covered.
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13. Evaluating Board Performance®

The Committee on Director Affairsis respon-
sibleto report annually to the Board an as-
sessment of the Board’ s performance. This
will be discussed with the full Board. This
should be done following the end of each
fiscal year and at the same time as the report
on Board membership criteria.

This assessment should be of the Board's
contribution as awhole and specificaly re-
view areasin which the Board and/or the
Management believes a better contribution
could be made. Itspurposeisto increase the
effectiveness of the Board, not to target indi-
vidual Board members. (Guideline15)

The full Board (independent Directors)
should make this evaluation [of the Chairman
of the Board] annually, and it should be
communicated to the Chairman . . . by the
Chairman of the Committee on Director Af-
fairs. The evaluation should be based on
objective criteriaincluding performance of
the business, accomplishment of long-term
strategic objectives, development of man-
agement, etc. (Guideline 26)

The ICGN Statement adopts OECD Principle
V.E.1 (Boards should consider assigning a
sufficient number of non-executive board
members capable of exercising independent
judgment to tasks where there is a potential
for conflict of interest. Examples of such key
responsibilities are: financial reporting,
nomination and executive and board
remuneration.).

Seealso OECD Principle V.E Annotation at
41 (Independent board members. . . can
bring an objective view to the evaluation of
the performance of the board.).

Seealso OECD Principle V.E.2 Annotation
at 42 (Inorder to improve board practices
and the performance of its members, some
companies have found it useful to engage in
training and voluntary self-evaluation that
meets the needs of the individual company.).

The Board should annually review . . . its
required mix of skills, experience and other
qualities, including the core competencies
which the independent directors should bring
to the board. (Guideline 2)

The board should at least annually identify
the mix of skills, experience and other
qualitiesit requiresfor it to function
competently and efficiently. (Guidelinesfor
Corporations, Guideline 2 Commentary

a 21)

The board should review its performance and
the performance of individua directors, the
company and management regularly. Asa
key part of that process, the independent
directors should meet on their own at least
once annually to review performance.
Guidelines for Corporations, Guideline 7)

In the case of directors seeking re-election,
there should be aformal procedure approved
by the board for evaluating the contribution
of directorsretiring by rotation and for
reporting to shareholders in the notice of
meeting on the evaluation. (Guidelines for
Corporations, Guideline 7 Commentary at
24)

See Guidelines for Corporations, Guideline 9
(The Board should at |least annually review
the allocation of the work of the company
between the Board and management.).

The Commission recommends that the board
regularly evaluate its own degree of openness
in terms of its membership, its organization,
and its mode of functioning. It should inform
shareholders of any measurestaken asa
result.

It also recommends that the board examine
the status and situation of its members with
regard to their functions and obligations.

The Commission further recommends that
each year, in the annual report, the board
publish the number of its meetings during the
year, plus an attendance record, an evaluation
of board organization and functioning, and a
detailed résumé and list of directorships of
each board member and of candidates to
director posts. (11.D.3)

It is recommended that a charter consisting of
akind of director’s code of professional
conduct be established. At aminimum, it
should include certain principles: the
obligation to own company sharesin one's
personal capacity, to attend board meetings
and shareholders’ meetings, to respect the
confidentiality of matters relating to company
business, to abide by ethical standards
applying to company employees regarding
transactions in company shares, and to
declare all transactions in company shares.
(11.D.5)

30 Seealsn 1994 NACD Report at 13-14 (“Directors should evaluate board performance as awhole. Each board should consider developing goals for the board as awhole and for each of its committees. . .. The
board can then measure board, chairmen, and committee performance against these goals, position descriptions, and responsibilities, making any appropriate recommendations for improvement. . . . The board should
evaluate not just its process for nominating director candidates, but also its process for educating and renominating new directors. It should evaluate the evaluation processitsalf. Thefocus of the evauation should
also include some evaluation of individua director performance.”); 1990 Business Roundtable Statement at 15 (“ The most difficult duties of the board include a thorough evaluation of the board’s own effectiveness
including the contributions of itsindividual members. The non-management directors (or a committee such as the Nominating Committee) are responsible for periodically undertaking a self-evaluation. The results
of thisevaluation will fortify and provide excellent background for the board’ s recommendation of adate of directorsto the shareholders.”); ABA Guidebook at 5 (The board has the responsibility to “ evaluate the

overall effectiveness of the board.”).
NY 1:\295228\07\6BSS07!.DOC\99990.0899

43




Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
13. Evaluating Board Performance
Management Board Not covered directly, but see 1992 Statement, | It isgood practice for all boards to conduct There should be an annual appraisal of the

Not covered directly, but seethe Code, 111.3
([Clompensation elements shall be
determined by systematic performance
evaluation of the individual Management
Board members [by the Personnel Committee
of the Supervisory Board].).

Supervisory Board

The Supervisory Board shall subject its
activity to aregular (i.e., annual) evaluation
to check opportunities for improvements on a
continuous basis. (The Code, 111.2.h))

§ 4 (Appointment and Removal of Directors).

an annual review of the performance of non-
executive directors and the chairman and to
consider the effectiveness of the board as a
whole. (2.8)

Where the company chairman combines the
role of chairman and chief executive, or has
at any time been an executive director of the
company, then the senior non-executive
director should take amgjor part in the
performance appraisal of the board as a
whole and of individual directors. (App. 11.5)

functioning of the board as a whole and the
contribution made by all directors individu-
ally, including non-executives. The directors
should disclose the process used, the
timescale, the criteria applied and the overall
outcome. It may be helpful to use an inde-
pendent agency to perform this appraisal.
(Part 2: Directors, p. 7)

PIRC considers that a notice period [regard-
ing adirector’s contract] of no longer than
one year is areasonable period which bal -
ances the interests of shareholders and the
company with those of the director. (7.16)

See Part 2: Directors, p. 5 (Full disclosure of
directors' other commitments should be pro-
vided. . .. Thefull record of each director’s
attendance at board meetings and committee
meetings should be provided in the annual

report.).
See Topic Heading 15, bel ow.
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13. Evaluating Board Performance

The board has adopted a written statement of
its own governance principles, and regularly
re-evaluates them. (Core Principle B.1)

The board establishes performance criteria
for itself and periodically reviews board
performance against those criteria.

(Core Principle B.3)

Each board should establish performance
criteria, not only for itself (acting asa
collective body) but also individual
behavioral expectations for its directors.
Minimally, these criteria address the level of
director: attendance, preparedness,
participation, and candor. (Guideline C.1)

To be re-nominated, directors must
satisfactorily perform based on the
established criteria. Re-nomination on any
other basis should neither be expected nor
guaranteed. (Guideline C.2)

Shareholders should have meaningful
opportunity to suggest processes and criteria
for director selection and evaluation.
(Position A.5)

Boards should evaluate themselves and their
individual members on aregular basis.

Board evaluation should include an
assessment of whether the board has the
necessary diversity of skills, backgrounds,
experiences, ages, races and genders
appropriate to the company’ s on-going needs.
Individua director evauations should include
high standards for in-person attendance at
board and committee meetings and disclosure
of all absences or conference call
substitutions. (Position A.8)

The board should have mechanismsto evalu-
ate and improve its performance in repre-
senting the shareholders in governing the
corporation. At aminimum, there should be
an annual review by the board of its perform-
ance overal, including the effectiveness of its
committees, measured against criteria defined
in committee charters. (p.4)

Not covered.
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14. Board I nteraction with I nstitutional I nvestors, Press, Customers, etc3

The Board believes that the Management
speaks for General Motors. Individual Board
members may, from time to time at the
request of Management, meet or otherwise
communicate with various constituencies that
areinvolved with General Motors. If
comments from the Board are appropriate,
they should, in most circumstances, come
from the Chairman. (Guideline 16)

Not covered directly, but see OECD Principle
1V.D (Channels for disseminating
information should provide for fair, timely
and cost-efficient access to relevant
information by users.).

Seealso OECD PrincipleV.D.7 (The board
should fulfil certain key functions, including .
.. [o]verseeing the process of disclosure and
communications.).

Seealso ICGN Statement 10 at 5 (Corporate
governance issues between shareholders, the
board and management should be pursued by
dialogue and, where appropriate, with
government and regulatory representatives as
well as other concerned bodies, so asto
resolve disputes, if possible, through
negotiation, mediation or arbitration.).

Seealso Topic Heading H, bel ow.

Investment managers should encourage direct
contact with companies including
constructive communication with both senior
management and board members.
(Guidelines for Investment Managers,
Guideline 1)

[S]ome companies have a practice of making
presentations to institutional or other
shareholders. While these communications
are necessary, they may not be sufficient. . . .
A direct dialogue gives investors a better
appreciation of acompany’s objectives, its
potential problems and the quality of its
management, while also making the company
aware of the expectations and concerns of
shareholders. (Guidelines for Investment
Managers, Guideline 1 Commentary at 15)

[C]ommunication on corporate governance
matters should generally be held between
senior members of institutions and a
company’s board members. (Guidelines for
Investment Managers, Guideline 1
Commentary at 16)

The board of directors of every corporation
should explicitly assume responsibility for
... aninvestor relations program for the
corporation. (Guidelines for Corporations,
Introduction to Commentary at 19)

Not covered directly, but seel.A.1 (The
Commission believes that shareholders
should be informed as quickly as possible of
their company’ s situation and, through their
vote on resolutions, be in a position to react
quickly to that situation.).

31 Seealso American Society of Corporate Secretaries, Suggested Guidelines for Public Disclosure and Dealing with the Investment Community (1997) at 4-9 (“ Corporate Secretaties Guidelines’) (Suggested guide-
linesinclude instituting an “open-door” policy in relating to the investment community, avoiding selective disclosure and curing any such occurrences with press releases, distinguishing between voluntary and re-
quired disclosure of forward-looking information in management’ s discussion and analysis, adopting a prudent approach to commenting on analysts' reports, and advice on how to avail oneself of the benefits of the
“bespeaks caution” and “safe harbor” protections regarding liability for omissions or misrepresentations.); ABA Guidebook at 14, 17 (“[A]n individua director is not usually authorized to be a spokesperson for the
corporation and, particularly when market-sensitive information is involved, should avoid responding to such inquiries. A director normally should refer investors, market professionals, and the mediato the CEO or
other individual designated by the corporation.” The Guidebook suggests that the role of independent directors can be strengthened by having “independent directors available to meet with substantial shareholders,
particularly when those shareholders are not satisfied with responses they have received from management.”).
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14. Board Interaction with Institutional I nvestors, Press, Customers, etc.

[T]he Management Board shall regularly and
with due regard to equal treatment of all
shareholders (‘ Fair Disclosure’) report on all
Company matters through Annual and In-
terim Reports, ‘ad hoc’ communications,
analyst and press conferences. The OECD
information requirements are covered by
these publicity undertakings. (The Code, 1)

The Management Board will publish without
delay any new facts arising in the sphere of
the Company’ s activities which are not yet
publicly known and, due to their impact on
the financial position of the Company or its
general course of business, are likely to
impact significantly on the price of the
Company’s listed securities (815 German
Securities Act). (The Code, 11.2.a))

Not covered directly, but seeThe Combined
Code:

Principle C.1 (Companies should be ready,
where practicable, to enter into a dialogue
with institutional shareholders based on the
mutual understanding of objectives.).

Principle C.2 (Boards should use the AGM
to communicate with private investors and
encourage their participation.).

Seealso B.2.3 (The chairman of the board
should ensure that the company maintains
contact as required with its principal
shareholders about remuneration in the same
way as for other matters.).

If requested by major shareholders, the senior
non-executive director should ensure that he
is available for consultation and direct
communication. At present, such
communication israre. When it does occur,
it isinvariably because of a crisis situation.
Establishing direct channels of
communication as a matter of routine should
enable difficult issues to be aired before a
crisisdevelops. (App. 11.6)

A company run in the long-term interests of
its shareholders will need to manage
effectively relationships with its employees,
suppliers, and customers with regard to the
common wedl. (1.2)

Formal communication channels with non-
executive directors are encouraged. (Code of
Conduct 8)

Not covered directly, but see Part 1. Intro-
duction, p. 2 (PIRC seeksto promote dia-
logue and engagement with the companies
we research through:

hosting regular conferences and semi-
nars on governance and responsibility
issues;

circulating these Guidelines widely to
companies, investors and other market
participants;

giving companies opportunities to com-
ment on our analyses both prior to pub-
lication and after publication;

engaging in dialogue with companies,
investors, regulators and professional
bodies.).
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14. Board Interaction with Institutional I nvestors, Press, Customers, etc.

See Topic Headings G-I, below.

Not covered directly, but see General
Principle C.5 (Directors should respond to
communications from shareholders and
should seek shareholder views on important
governance, management and performance
matters.).

Seealso Position A.3 (Shareholders should
have meaningful ability to participatein the
major fundamental decisions that affect
corporate viability.).

TIAA-CREF advocates the strengthening of
corporate governance both through serious

and widely publicized statements of policy

and principle, and through direct communi-
cation with portfolio companies. (p. 14)

TIAA-CREF believesthat its policies on
corporate governance should be shaped and
allowed to evolve in collaboration with the
companiesin which it invests. Accordingly,
we will continue to take the following steps,
which have proven valuable in the past:

Provide copies of these guidelines and
their updates to companiesin which wein-
vest. We will suggest that the companies
distribute the guidelines to all executive offi-
cersand directors.

Periodically seek suggestions from
companies and knowledgeabl e observers for
waysto improve the guidelines.

Arrange for occasional informal forums
for company managers, directors, and TIAA-
CREF managers to review the guidelines.

Send copies of the guidelines to other
large ingtitutional investors, make them
available upon reguest, send them to appro-
priate information clearinghouses, and pub-
lish them for TIAA-CREF participants and
participating institutions to review and offer
suggestions for change.

Enter into private discussions with
companies regarding perceived short-
comings in governance structure or policies.

(pp. 15-16)

Not covered.
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15. Attendance of Non-Directorsat Board Meetings/ Board Accessto Senior M anagement

32

The Board welcomes the regular attendance
at each Board meeting of non-Board mem-
bers who are in the most senior management
positions of the company.

Should the Chairman or the Chief Executive
Officer want to add additional people as at-

tendees on aregular basis, it is expected that
this suggestion would be made to the Board
for its concurrence. (Guideline 17)

Board members have complete access to
GM’s management.

It is assumed that Board members will use
judgment to be sure that this contact is not
distracting to the business operation of the
Company and that such contact, if in writing,
be copied to the Chairman or Chief Executive
Officer, as appropriate.

Furthermore, the Board encourages the Man-
agement to, from time to time, bring manag-
ersinto Board meetings who: (&) can provide
additional insight into the items being dis-
cussed because of personal involvement in
these areas, and/or (b) are managers with
future potential that the senior management
believes should be given exposure to the
Board. (Guideline 18)

The ICGN Statement adopts OECD Principle
V.F (In order to fulfil their responsibilities,
board members should have access to
accurate, relevant and timely information.).

Seealso OECD Principle V.F Annotation at
43 (The contributions of non-executive board
members to the company can be enhanced by
providing access to certain key managers
within the company.).

Before accepting appointment, non-executive
directors should be formally advised . . . of
their rights as adirector, including their
access to company employees. (Guidelines
for Corporations, Guideline 6)

One or more non-executive directors should
be entitled, with the approval of the
chairperson (or, if the chairman is not an
independent director, the lead director) to
obtain such resources and information from
the company, including direct access to the
employees and advisers to the company, as
they may require. (Guidelinesfor Corpora-
tions, Guideline 6 Commentary at 23)

The members of [the compensation and
performance committee, and the audit
committee] should be free to call on and hear
from company personnel. (11.B.3)

32 Seealso ABA Guidebook at 41 & 21 (“[S] ome argue that attendance at board meetings of senior [management] officersin anon-director, nonvoting capacity is sufficient to ensure that directors have ready access
to dl necessary information regarding the business and operations of the corporation, without compromising the independence of judgment that an effective director must enjoy. . .. The law recognizes certain pre-
rogatives as necessary to performance of adirector’ sduties. Among the most important [is] the right to communicate with key executives, subject to reasonable time constraints.”)
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
15. Attendance of Non-Directorsat Board Meetings/ Board Accessto Senior M anagement
Not covered. Not covered. Not covered. Not covered.
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15. Attendance of Non-Directorsat Board M

eetings/ Board Accessto Senior Managemen

t

All directors should have access to senior
management. However, the CEO, chair, or
independent lead director may be designated
as liaison between management and directors
to ensure that the role between board
oversight and management operationsis
respected. (Guideline B.2)

[D]irectors should be allowed reasonable
access to management to discuss board
issues. (Position C.1)

Not covered.

Not covered.
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16. Board Meetingsand Agenda®

The Chairman of the Board/Chief Executive | Not covered. Not covered. Not covered.
Officer will establish the agendafor each
Board meeting. They will issue a schedule of
agenda subjects to be discussed for the
ensuing year at the beginning of each year (to
the degree these can be foreseen). Each
Board member is free to suggest the inclusion
of item(s) on the agenda. (Guideline 19)

33 Seealso ABA Guidebook at 10, 20 (“While agendas for both board and committee meetings are generally initiated by management, a director is entitled to place matters the director reasonably considers to be

important on theagenda. . . . Further, the board should satisfy itself that thereis an overall annua agenda of matters that require recurring and focused attention, such as achievement of principal operational or finan-
cia objectives and review of the performance of the CEO and other members of executive management.”).
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16. Board Meetingsand Agenda

Not covered directly, but seethe Code, 11.2.€)
(The Management Board shall inform the
Supervisory Board on aregular basis, in good
time and comprehensively, about all relevant
matters regarding business development, risk
exposure and risk management of the
company and major group subsidiaries.).

Seealso the Code, 111.2.€) (All members of
the Supervisory Board shall receive the Audit
Reports in good time before the pertinent
Supervisory Board meetings (8170 German
Stock Corporation Act). Audit-related
meetings shall be held in the presence of the
Auditors.).

Not covered directly, but see the Combined
Code:

A.1.1 (The board should meet regularly.);
A.1.2 (The board should have aformal
schedule of matters specifically reserved to it
for decision.).

Not covered.

Not covered.
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16. Board Meetingsand Agenda

[The Lead Independent Director will] advise
the Chair asto an appropriate schedule of
Board meetings, seeking to ensure that the
independent directors can perform their
duties responsibly while not interfering with
the flow of Company operations. (Appendix
A: Lead Independent Director Position Duty
Statement)

[The Lead Independent Director will] provide
the Chair with input as to the preparation of
the agendas for the Board and Committee
meetings. (Appendix A: Lead Independent
Director Position Duty Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] schedule Board meetings in a manner
that enables the Board and its Committees to
perform their duties responsibly while not
interfering with the flow of Company
operations.).

Seealso Appendix C: Independent Chair
Position Duty Statement ([ The Independent
Chair will] prepare, in consultation with the
CEO and other directors and Committee
chairs, the agendas for the Board and
Committee meetings.).

Directors should be allowed to place items on
board agendas. (Position C.2)

Not covered directly, but see pp. 12-13 ([T]he
board should:

Assure a corporate environment of
strong internal controls, fiscal account-
ability, high ethical standards, and
compliance with all applicable laws and
regulations.

Develop appropriate procedures to
ensure the board is advised of alleged or
suspected violations of corporate standards or
of noncompliance and management’s
resolution thereof, on atimely basis.

Appoint an audit committee of at least
three independent directors, al of whom are
financidly literate, asis now required by
rules of the New Y ork Exchange and the
[NACD]....

Install a mechanism to review corporate
operating and expense reimbursement
policies and practices. . . to ensure proper
use of corporate resources.).

Not covered.
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17. Board Materialsand Presentations®

Information and data that isimportant to the
Board' s understanding of the business
[should] be distributed in writing to the
Board before the Board meets. The Man-
agement will make every attempt to see that
this material is as brief as possible while still
providing the desired information. (Guide-
line 20)

As agenerd rule, presentations on specific
subjects should be sent to the Board members
in advance so that Board meeting time may
be conserved and discussion time focused on
questions that the Board has about the mate-
rial. On those occasions in which the subject
matter is too sensitive to put on paper, the
presentation will be discussed at the meeting.
(Guiddline 21)

Not covered directly, but see OECD Principle
V.F (In order to fulfil their responsibilities,
board members should have access to
accurate, relevant and timely information.).

Seealso OECD Principle V.F Annotation at
43 (Board members require relevant inform-
ation on atimely basisin order to support
their decision-making. Non-executive board
members do not typically have the same
access to information as key managers within
the company. . .. Inorder to fulfil their
responsihilities, board members should
ensure that they obtain accurate, relevant and
timely information.).

Not covered.

Not covered.

34 Seealso 1990 Business Roundtable Statement at 14 (“A carefully planned agenda s very important for effective board meetings. In practice, the items on the agenda are determined by the chairman in consult a-
tion with the board, with important subjects being suggested by various outside board members. A board member’s request to add a specific subject to afuture agendais almost aways complied with promptly. To
ensure continuing effective board operations, the CEO can periodically ask the directorsfor their evaluation of the general items for board meetings and any suggestions they may have for improvement.”); ABA
Guidebook at 10 & 20 (“When specific actions are contemplated, directors should receive appropriate information sufficiently in advance of the board or committee meeting to allow study of and reflection on the
issuesraised. Important time-sensitive materias that become avail able between meetings should be distributed to board members. . .. A balance should be sought between management presentations and discussion
among directors and management” at board and committee meetings.).
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17. Board Material

sand Presentations

The Management Board shall inform the
Supervisory Board on aregular basis, in good
time and comprehensively, about all relevant
matters regarding business development, risk
exposure and risk management of the com-
pany and major group subsidiaries. (The
Code, 11.2.€)

All members of the Supervisory Board shall
receive the Audit Reports in good time before
the pertinent Supervisory Board meetings
(8170 German Stock Corporation Act).
Audit-related meetings shall be held in the
presence of the Auditors. (The Code,

111.2.€))

See the Code, 111.2.9) (The Supervisory
Board shall receive regularly (at least
annually) areport by the Management Board
with regard to donations exceeding an
amount determined by the Supervisory
Board.).

Not covered directly, but see 1992 Statement,
§ 5 (the Audit Committee facilitates the
Board in carrying out its responsibilities
primarily through . . . reporting back to the
Board).

See alsothe Combined Code:

Principle A.4 (The board should be supplied
in atimely manner with information in a
form and of a quality appropriate to enable it
to discharge its duties.);

A.4.1 (Management has an obligation to
provide the board with appropriate and timely
information, but information volunteered by
management is unlikely to be enoughin all
circumstances and directors should make
further enquiries where necessary. The
chairman should ensure that all directors are
properly briefed on issues arising at board
meetings.).

Not covered.

Not covered.
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17. Board Materials

and Presentations

[A]lthough Company management is
responsible for the preparation of materials
for the Board, the Lead Independent Director
may specifically request theinclusion of
certain material. (Appendix A: Lead
Independent Director Position Duty
Statement)

See Appendix C: Independent Chair Position
Duty Statement ([A]lthough Company
management is responsible for the
preparation of materials for the Board, the
Independent Chair may specifically request

theinclusion of certain material.).

Directors should be provided meaningful
information in atimely manner prior to board
meetings. (Position C.1)

SeePosition C.3 (Directors have an
affirmative obligation to become and remain
independently familiar with company
operations; directors should not rely
exclusively on information provided to them
by the CEO to do their jobs.).

Not covered for the board asawhole, but see
Appendix, p. 27 (A basic agenda listing the
topics to be covered at each [executive
compensation committee] meeting should
aso be prepared. All related material should
be made available to committee members
well before meetings.).

Not covered.
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18. Number, Structureand In

dependence of Committees®

From time to time, the Board may want to
form a new committee or disband a current
Committee depending upon the
circumstances. The current six Committees
are Audit, Capital Stock, Director Affairs,
Executive Compensation, Investment Funds
and Public Policy. Except for the Investment
Funds Committee, committee membership
will consist only of independent Directors as
defined in By-law 2.12. (Guideline 22)

The ICGN backs active, independent board
audit committees. (ICGN Amplified OECD
Principle 1V at 8)

The ICGN Statement adopts OECD Principle
V.E.1 (Boards should consider assigning a
sufficient number of non-executive board
members capable of exercising independent
judgement to tasks where there is a potential
for conflict of interest. Examples of such key
responsibil-ities are financial reporting, g
nomination and executive and board
remuneration.).

To further strengthen the professionalism of
boards, the ICGN endorses earlier language
considered by the OECD. “Certain key
responsibilities of the board such as audit,
nomination and executive remuneration,
require the attention of independent, non-
executive members of the board. Boards
should consider establishing committees
containing a sufficient number of
independent non-executive board membersin
these areas where there is a potential for
conflict of interest or where independent
business judgment is advisable.” The |CGN
considers that to meet this challenge, audit,
remuneration and nomination board
committees should be composed wholly or
predominantly of independent non-
executives. (ICGN Amplified OECD
PrincipleV at 9; cf. ICGN Statement 4)

Committees of the board of directors should:
generally be constituted with a majority who
are independent directors;

be entitled to obtain independent professional
or other advice at the cost of the company;
and

be entitled to obtain such resources and
information from the company, including
direct access to employees of and advis-ersto
the company, asthey may require.

uidelines for Corporations, Guideline 4)

The Board should appoint an audit
committee, a remuneration committee and a
nominating committee constituted as defined
in these Guidelines. (Guidelinesfor
Corporations, Guideline 5)

[B]oard committees . . . operate on behalf of,
and not to bypass, the full board. (Guidelines
for Corporations, Guideline 3 Commentary at
21)

See Guidelinesfor Corporations, Guideline 5
Commentary at 22-23 (Audit, Remunera-tion
and Nomination Committees should be
chaired by independent directors, be
composed entirely of non-executivedirectors
(amajority of whom should beindependent
directors), and be composed of directorswith
the mix of skills, experience and other
qualitiesappropriate for each committee).

The Commission favours each Board having
anominating committee responsible for
proposing candidates to Board membership.
The committee should be composed of three
to five directors and include the chairman and
at least one outside director. This committee
should draw up areport, with supporting
information, on the recommendations it
makes. (11.B.2)

The existence of standing committeesisa
central element to corporate governance and
hence to board functioning. The Commis-
sion recommends the creation of at |east three
standing committees. anominating or
appointments committee, a compensation and
performance committee, and an audit
committee. Each committee must be com-
posed of at |east three directors, including
one outside director. Company executives or
employees should not be members of the
compensation and performance committee or
of the audit committee. The members of
these two committees should be free to call
on and hear from company personnel.
(11.B.3)

[Cross shareholding] runs counter to open-
ness and independent decision-making. No
director representing cross shareholdings
should be allowed to sit on the compensation
and performance committee. (I1.B.4)

% Seealso 1990 Business Roundtable Statement at 12-13 (“A wide diversity of approach in committee structure and function responds to the specific needs of companies facing different business challenges and
different corporate cultures, and reflects the need to allow organizational experimentation. Each corporation should have an audit committee, a compensation/personnel committee, and a nominating committee.
Other common committees are an executive committee to act for the board between meetings and handle other specificaly assigned duties, and a finance committee. Some boards have a pension or retirement plan
committee, asocia responsibility or public policy committee, or other specia function committees.”); ABA Guidebook at 24 (“Diversity in board structure and size does not allow uniform mandates for a particular
committee organization.” Note that the Guidebook specificaly discusses the Nominating, Audit and Compensation Committees (at 27-42). It also mentions the executive, finance and strategic planning committees,
stating that each corporation needsto tailor the functions of these committeesto its own needs (at 26).
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18. Number, Structureand |

ndependence of Committees

The Supervisory Board shall ensure
independent advice and monitoring of the
Management Board through a sufficient
number of independent persons who have no
current or former business association with
the Group. Thisshall also be taken into
consideration for the composition of the
Supervisory Board committees. (The Code,
111.1.b))

The Supervisory Board shall establish, inline
with its Standing Rules, various committees
to deal with complex business matters. . . .
Incorporation and duties of committees are
subject to the specific circumstances and the
size of the Company. The following com-
mittees could be instituted:

=  Genera Committee. . ..

Accounts and Audit Committee. . . .
Personnel Committee. . . .

Nomination Committee. . . .

Market- and Credit Risk Committee.

=  Mediation Committee.
(The Code, 111.3)

For adescription of the agenda of each
committee, seeTopic Heading 20, bel ow.

[ITn selecting non-executive directors for
approva by shareholders, the Board as a
whole (or a subcommittee of the Board)
should be involved in the selection process.
(1992 Statement, § 4)

An effective audit committee must have the

full support of the Board and must be

independent of management. The IAIM

considers that:

= companies should establish an audit
committee comprised solely of non-
executive directors;

=  membership of the committee should be
disclosed in the company’s Annual Re-
port.

(1992 Statement, § 5)

The IAIM considers that companies should
establish aremuneration committee which
should be comprised of non-executive direc-
tors and, where appropriate, the Chief Ex-
ecutive. (1992 Statement, § 6)

In the event of aManagement Buy-Out, the
Board should appoint a separate committee
consisting wholly or mainly of non-executive
directors with direct access to independent
advisers. (1992 Statement, § 9)

The Combined Code recommends that the
boards of listed companies should establish a
remuneration committee to make recom-
mendations to the board in relation to policy
on the remuneration of executive directors
and that the membership of this committee
should be made up wholly of independent
non-executive directors. (1999 Guideline 1)

A remuneration committee of independent
non-executive directorsis best placed to
decide executive remuneration on behalf of
the board. (1.4)

The nomination committee should comprise a
minimum of three directors, amgjority of
whom should be independent non-executive
directors. (App. I11.1)

The chairman of the company and the senior
independent non-executive director should
aways be members of the [nomination]
committee. (App. 111.2)

Hermes recommends that the nomination
committee be responsible, after consultation
with other directors, for finalizing the
candidate specification for al board
appointments and for approving the process
by which suitable candidates are identified
and short listed, including choosing a third-
party advisor where appropriate. (App.111.5)

The chairman of the remuneration committee
should normally be afully independent non-
executive director. (App. I11.4)

Board committees of independent non-
executives should be established to deal with
matters where executive directors face a con-
flict of interest. At theleast there should be
standing audit, remuneration and nomination
committees [which] should have a minimum
of three members and should comprise solely
independent non-executive directors. 1t may
be appropriate for these committeesto invite
executive directors to be present at certain
meetings, but committees should meet with-
out executives present at least once ayear.
(Part 2, Directors, p. 5)

PRINCIPLE: Executiveremuneration
should be determined by a formal and
independent procedure.

Remuneration committee exists comprising
wholly independent directors. Executive
director remuneration policy should be de-
termined by a remuneration committee which
is free from executive influence and the
members of which are fully independent by
PIRC guidelines. It should have accessto
independent advice. (Part 2: Directors, p. 7)

PRINCIPLE: Theaudit relationship
should be over seen by an independent
audit committee.

An audit committee exists comprising wholly
independent directors. In order to perform its
functions effectively, the audit committee
should be fully independent. (Part 2: Direc-
tors, p. 7)

Appointments of all directors, whether execu-
tive or non-executive, should be handled by
the nomination committee. . . . [T]he com-
mittee should comprise solely independent
directors, though executive directors may

well be invited to contribute to discussions on
new executive director appointments, and
appointment will be subject to board ratifica-
tion. (Part 2: Directors, p. 6)
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18. Number, Structureand |

ndependence of Committees

Certain board committees consist entirely of
independent directors. These include the
committees who perform the following
functions:

Audit

Director Nomination

Board Evaluation & Governance
CEO Evaluation and Management
Compensation

Compliance and Ethics.

(CorePrinciple A.4)

Companies should have audit, nominating
and compensation committees. All members
of these committees should be independent.
The board (rather than the CEO) should
appoint committee chairs and members.
Committees should have the opportunity to
select their own service providers. Some
regularly scheduled committee meetings
should be held with only the committee
members (and, if appropriate, the
committee’ s independent consultants)
present. The process by which committee
members and chairs are selected should be
disclosed to shareholders. (Core Policy 4)

The board committee structure should in-
clude audit, compensation, and nominating
and/or governance committees consisting
entirely of independent directors. (p. 2)

The board should . . . [a]ppoint an audit
committee of at least 3 independent direc-
tors, dl of whom are financidly literate, asis
now required by the New Y ork Stock Ex-
change and the National Association of Secu-
rities Dedlers. (p. 12)

Members of the [compensation] committee,
especialy its chairman, should be. . .
[i]ndependent, not only formally as defined
by the SEC, but free of substantial tiesto the
company and its executives, especially the
chief executive officer. (Appendix, p. 26)

The voting fiduciary should support
proposalsthat all, or amajority of, directors
on [the nominating, compensation and audit]
committees be independent directors. . . .
Such independence is necessary for the
effective functioning of these committees.

(p. 5)

[Shareholder resolutions may be put forth for
establishing] special committees of the board
to address broad corporate policy and provide
aforum for an ongoing dialogue on issues
including but not limited to shareholder
relations, the environment, occupational
health and safety, and executive
compensation. In evaluating these proposals,
the voting fiduciary must consider the fact
that such committees are a potentially
effective method of enhancing shareholder
influence on company policy. (pp.10-11)
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19. Assignment and Rotation of Committee Member s®

The Committee on Director Affairsis respon-
sible, after consultation with the Chairman of
the Board and with consideration of the de-
sires of individual Board members, for the
assignment of Board members to various
Committees.

It isthe sense of the Board that consideration
should be given to rotating Committee mem-
bers periodically at about afive year interval,
but the Board does not feel that such arota
tion should be mandated as a policy since
there may be reasons at a given point in time
to maintain an individua Director’s Com-
mittee membership for alonger period.
(Guiddine 23)

Responsihilities [of independent non-execu-
tive directors] should include . . . staffing key
committees of the board. (ICGN Amplified
OECD PrincipleV at 9)

See OECD Principle V.E Annotation at 41-42
([Independent board members] can play an
important role in areas where the interests of
management, the company and shareholders
may diverge, such as executive remuneration,
succession planning, changes of corporate
control, takeover defenses, large acquisitions
and the audit function.).

See Topic Heading 18, above.

Each committee must be composed of at |east
three directors, including one outside
director. Company executives or employees
should not be members of the compensation
and performance committee or of the audit
committee. (11.B.3)

3¢ Seealso 1990 Business Roundtable Statement at 12 (“It is recommended that the audit committee, compensation/personnel committee and nominating committee limit their membership to non-management di-
rectorsonly.”); ABA Guidebook at 25, 27, 34, 38, 40 (“The composition of the committee should be appropriate to its purpose. Thisincludes relevant experience and independence from management by all or at
least amagjority of the members of such key committee as audit, nominating, and compensation. . . . “Therole of the Nominating Committee in some corporations has been broadened to include making recommen-
dations to the board regarding the responsibilities, organization, and membership of board committees. . . . The Compensation Committee should be composed solely of non-management directors. The Audit Com-
mittee should be composed solely of independent directors. The Nominating Committee should be composed of directors who are not officers or employees of the corporation.”).
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19. Assignment and Rotation of Committee Members

With regard to the composition of
[Supervisory Board] committees, the
Supervisory Board shall ensure the requisite
professional experience. (The Code, 111.3)

See Topic Heading 18, above.

Where the board chairman either combines
the role of chairman and chief executive, or
has at any time been an executive director of
the company, then the senior non-executive
director might chair both the nomination
committee and the remuneration committee.
(App. 11.2)

The chairman of the company and the senior
independent non-executive officer should
aways be members of the [nomination]
committee. (App. I11.2)

The chairman of the remuneration committee
should normally be afully independent non-
executive director. (App.111.4)

Not covered.
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19. Assignment and Rotati

on of Committee Members

[The Lead Independent Director will]
recommend to the Chair the membership of
the various Board Committees, as well asthe
selection of the Committee chairs.
(Appendix A: Lead Independent Director
Position Duty Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] recommend to the full Board the
membership for the various Board
Committees, as well as selection of the
Committee chairs [and will] serve as an ex-
officio member of each of the committees of
the Board of which the Independent Chair is
not a member.).

See Topic Heading 18, above.

Not covered directly, but see Appendix, p. 26
(Care should be taken to avoid interlocking
compensation committee membership with
other boards.).

Not covered.
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20. Committee M eeting Frequency, L ength and Agenda®

The Committee Chairman, in consultation
with committee members, will determine the
frequency and length of the meetings of the
Committee. (Guideline24)

The Chairman of the Committee, in consul-
tation with the appropriate members of
Committee and management, will develop
the Committee' s agenda.

Each Committee will issue a schedule of
agenda subjects to be discussed for the ensu-
ing year at the beginning of each year (to the
degree these can be foreseen). Thisforward
agenda will also be shared with the Board.
(Guiddine 25)

Not covered.

Not covered.

Not covered directly, but seell.B.3 (Through
the Shareholders’ Meeting, the board should
inform shareholders of the existence of [the
standing] committees and the frequency of
their meetings.).

37 Seealso ABA Guidebook at 20 & 25 (“Timeat . . . committee meetings should be budgeted carefully. A balance should be sought between management presentations and discussion among directors and man-
agement. Written reports that can be given concisely and effectively in advance should be furnished. . .. The full board should satisfy itself that its committees are following an appropriate schedule of meetings and
have agendas and procedures to enable them to fulfill their delegated functions. Furthermore, the full board should be kept informed of committee activities. Thisincludes periodic reports at board meetings and
circulation of committee minutes and reports of meetingsto dl directors.”).
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20. Committee M eeting Frequency, Length and Agenda

The General Committee shall advise the
Management Board and prepare the decisions
to be taken by the Supervisory Board. . . . It
discusses the strategy and planning for the
Group and its business segments submitted
by the Management Board on the basis of
different scenarios and their feasibility. . .. It
reviews Corporate Governance Rules and
their compliance. . . .

The Accounts and Audit Committee.. . .
evaluates the Auditor’ s reports, and reports to
the Supervisory Board on its assessment of
the comments in the audit report, particularly
with regard to the future development of the
Group. It verifiesthe Management Board's
assumptions on the budget figures for the
Group and its business segments. . . .

The Personnel Committee deals with the
personnel issues of the Management Board.
... [I] shall make recommendations with
regard to the content of the employment con-
tracts of the Management Board. . . .

The Nomination Committeeisin charge of
the composition, size and balance of the Su-
pervisory Board and the proposals for elec-
tion to the General Mesting. . . .

The Market- and Credit Risk Committee
supervises the handling of marketsrisks and
credit matters of the Group. . . .

The Mediation Committee. . . delivers
proposals for the appointment of
Management Board membersif the required
two-thirds majority for the appointment or
termination of Management Board members
has not been achieved. (The Code, 111.3)

The Audit Committee facilitates Board

responsibilities primarily through:

=  reviewing accounting policies, financia
statements and the reporting process;

=  communicating with the external auditor
throughout the audit process;

= reviewing the appointment of external
auditors,

= reviewing findings of external auditors;

=  reviewing theinternal controls structure
and the internal audit function;

= reviewinglegal ... obligations. . .;

=  reviewing and monitoring exposures of
al types. . .;

= reviewing, where appropriate, compli-
ance with corporate code of conduct;

= reporting back to the Board.

(1992 Statement, § 5)

The remuneration committee should:

= determine the salaries and emoluments
of executive directors, including partici-
pation in share option and profit
schemes and other incentivization
schemes; and

= approve the service contracts of execu-
tive directors.

(1992 Statement, § 6)

[The remuneration] committee should take
responsibility for the framing and explanation
of company share option and other long-term
incentive schemes (LTISs) and is expected

to:

=  select appropriate performance measures

= satisfy itself that relevant performance
measures have been fully met on a con-
sistent basis prior to the exercise of op-
tions or other LTISs; and

=  ensurethat options and other LTISs are
only exercised where the company has
enjoyed real long-term sustained pe-
formance improvement.

(1999 Guiddine 1)

See 1999 Guidelines 13 and 16(ii) (additional
remuneration committee functions).

Remuneration committees of independent
non-executive directors are best placed to
decide the remuneration packages necessary
to recruit, retain and motivate executives.
They should take professional advice as
necessary. Where independent advisers are
appointed, they should be responsible to the
remuneration committee and not the
company executive directors. (App. 1.1.2)

Remuneration committees should explain
proposed schemes clearly to shareholders,
justifying the structure of the scheme and the
relevance of the performance criteria chosen.
(App. 1.3.4)

All companies, including those with small
boards, should establish nomination com-
mittees with clear terms of reference. Share-
holders need to have confidence in the inde-
pendence and transparency of the appoint-
ments process which results in proposalsto
nominate or re-elect directors to the board.
Appointments should be demonstrably made
on merit alone. The directors should make a
clear statement regarding these processes.
(Part 2: Directors, pp. 6-7)

[A]n audit committee [reviews] the financial
statements provided to the auditors and
[provides] an opportunity for the auditorsto
meet privately over issues of concern. (Part
4, Audit and Reporting, p. 12)
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20. Committee M eeting Frequency, Length and Agenda

[The Lead Independent Director will] provide
the chair with input as to the preparation of
the agendas for the Board and Committee
meetings. (Appendix A: Lead Independent
Director Position Duty Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] schedule Board meetings in a manner
that enables the Board and its Committees to
perform their duties responsibly while not
interfering with the flow of Company
operations [and will] prepare, in consultation
with the CEO and other directors and
Committee chairs, the agendas for the Board
and Committee meetings.).

See Topic Heading 18, above.

The company’ s executive compensation pro-
gram should be under the direction and over-
sight of acommittee of the board of directors
consisting of independent directors who are
knowledgeable in the field of executive com-
pensation. Through this committee, the
board of directors should ensure that the pro-
gram is structured consistent with [TIAA-
CREF' s executive compensation] principles,
complieswith all ethical, regulatory and legal
imperatives, and is reasonable relative to the
shareholder value created. (p. 10)

The audit committee has both the authority
and the responsibility to select and evaluate
the outside auditor and to assure its inde-
pendence, to review quarterly and annual
audit statements, and to assess the adequacy
of internal controls and internal risk man-
agement processes. (p. 13)

A compensation committee calendar should
be established and circulated to all members.
It should specify the dates of meetings, sub-
jects to be covered at each meeting, and ma-
terial to be provided to members for prepara
tion before each meeting.

A basic agenda listing the topics to be cov-
ered at each meeting should also be prepared.
All related material should be made available
to committee members well before meetings.
(Appendix, p. 27)

Seegenerally Appendix, The Compensation
Committee’s Mission, pp. 26-27.

Not covered.
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21. Formal Evaluation of the Chief Executive Officer®

The full Board (independent Directors)
should make this evaluation [of the CEO]
annually, and it should be communicated
to. .. the Chief Executive Officer by the
Chairman of the Committee on Director
Affairs. The evaluation should be based on
objective criteriaincluding performance of
the business, accomplishment of long-term
strategic objectives, development of
management, etc. The evaluation will be
used by the Executive Compensation
Committee in the course of its deliberations
when considering the compensation of

the. .. Chief Executive Officer.

(Guideline 26)

Not covered directly, but see OECD Principle
V.D.2 (The board should fulfil certain key
functions, including . . . [s]elect-ing,
compensating, monitoring and, when
necessary, replacing key executives.).

Seealso OECD Principle V.E Annotation at
41 ([Independent board members] can bring
an objective view to the evaluation of the
performance of . . . management.).

The board should review . . . the perform-
anceof ... management regularly. Asakey
part of that process, the independent directors
should meet on their own at least once
annually to review performance. (Guidelines
for Corporations, Guideline 7)

Regular and independent review of the
performance of . . . management, including
the CEOQ, is an important element of the
board’ s monitoring role, especially with
regard to the long-term growth of the
company and of shareholder value. A key
element in that processisfor the
independent directorsto meet to discuss
theseissueswithout other directorsor
management being present. Other
directorsor management may beinvited to
attend part of the meeting, but the
independent dir ector s should maketheir
ultimate assessment on their own.
(Guideines for Corporations, Guideline 7
Commentary at 23.)

Not covered directly, but seeTopic Heading
K, below.

% Seealsn 1994 NACD Report at 1, 3 (“Formal performance reviews of the CEO are necessary. The process can take many different forms, depending on the company. Every board should consider developing a
job description for the CEO. The CEO and the board should agree to performance objectives, established in advance of each fiscal year. Such objectives might include quantitative performance factors and qudita-
tive ones, such asintegrity, vision and leadership.”); 1990 Business Roundtable Statement at 8, 15 (“Boards must have in place a credible process that ensures that the CEO' s performanceis reviewed periodicaly.
That review must lead to appropriate compensation and continuation decisions. . . . The most difficult duties of the board include athorough evaluation of the CEO. The non-management directors (or acommittee
such as the Compensation Committee) are responsible for periodically evaluating the CEO'’s performance. This evauation is used to guide the board’ s decisions about the CEO' s compensation, incentive pay and
continued employment, aswell as to identify strengths or areas needing improvement. The CEO will, of course, be informed of the results of the evaluation.”); ABA Guidebook at 4 (The board has the responsibility
to evaluate “the performance of senior management and to take appropriate action, including removal, when warranted. . . . Nominating Committee members should actively and directly review the performance of

the CEO and members of senior management.”).
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21. Formal Evaluation of the Chief Executive Officer

Not covered directly, but seethe Code, 111.3
([C]lompensation elements shall be
determined by systematic performance
evaluation of the individual Management
Board members [by the Personnel Committee
of the Supervisory Board].).

TheBoard . . . hiresthe Chief Executive and
monitors and evaluates the performance of
management. (1992 Statement, § 2)

Independent, non-executive directors add
considerably to all aspects of aBoard's
deliberations, e.g., . . . in the appointment,
remuneration and removal of the Chief
Executive. (1992 Statement, § 3)

[The remuneration committeg] is expected to
select appropriate performance measures [for
evaluating and remunerating the CEO and
any other executive directors, and] satisfy
itself that relevant performance measures
have been met. (1999 Guidelinel)

See 1999 Guideline 2 (All share option and
other LTISs should require the satisfaction of
measurement criteria which are based on
sustained and significant improvement in the
underlying financial performance of the
company.).

Seealso 1999 Guidelines, Appendix 1: (The
responsibility for setting performance criteria
to be used as the basis on which share option
and other long-term LTISs are exercisableis
amatter for the remuneration committee.).

Not covered directly, but see App. 11.4

(The senior non-executive director should be
responsible for completing a periodic
performance appraisal of the company
chairman.).

Seealso Topic Heading K, below.

Not covered directly, but see Part 2: Direc-
tors, p. 4 (Given the board'srolein holding
the executive management accountable, the
board chairman should be seen as a separate
roleto that of an executive director with op-
erational responsibilities.).

Seealso Part 2, Directors, p. 6 (Former chief
executives should not be appointed as chair-

men (whether executive or non-executive) as
this may also inhibit an objective assessment
of the executive management and their strat-
egy. . ..

Equally, the board’ s function of holding the
executive management accountable will be
impeded if amagjority of the board are execu-
tives. In order that the board is able to fulfill
its primary roles of leading the company and
holding executive management accountable,
we consider it best practice that a clear ma
jority of the directors are non-executive.).

Seealso Topic Heading 25, below.
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA.)

AFL-CIO Voting Guidelines
(USA)

21. Formal Evaluation of the Chief Executive Officer

The independent directors establish
performance criteria and compensation
incentives for the CEQ, and regularly review
the CEO' s performance against those criteria.
The independent directors have access to
advisers on this subject, who are independent
of management. Minimally, the criteria
ensure that the CEO’ sinterests are aligned
with the long-term interests of shareowners,
that the CEO is evaluated against comparable
peer groups, and that a significant portion of
the CEO’ stotal compensation is at risk.
(Core Principle B.4)

[The Lead Independent Director will]
evaluate, along with members of the
[compensation committee/full board], the
CEQ's performance [and] meet with the CEO
to discuss the Board' s evaluation. (Appendix
A: Lead Independent Director Position Duty
Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] evaluate, along with the members of the
[compensation committee/full board], the
CEQ's performance [and] meet with the CEO
to discussthis evaluation.).

Not covered.

[E]valuation of a corporation’s chief execu-
tive officer iscritical. A clear understanding
between the board and the CEO regarding the
corporation’s expected performance and how
that performance will be measured isvery
important. We believe:

The leadership of the corporation should
set a high standard of performance account-
ability and ethical behavior.

The board should establish a specific set
of performance objectives for the CEO annu-
ally. These should include concerns of
shareholders, other investors, employees,
customers and the community in which the
company islocated. Performance objectives
should include both annual and multi-year
time periods.

The board should establish an annual
review process that incorporates CEO per-
formance evaluation in executive session.
Results of the evaluation should be conveyed
to the CEO.

(pp. 10-11)

Not covered directly, but seep. 5
([Dlirectors. . . select, monitor and
compensate management.).
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

22. Succession Planning® /

M anagement Development™®

There should be an annual report by the Chief
Executive Officer to the Board on succession
planning.

There should also be available, on a continu-
ing basis, the Chairman’s and the Chief Ex-
ecutive Officer’s recommendation asto a
successor should he/she be unexpectedly
disabled. (Guideline 27)

There should be an annual report to the Board
by the Chief Executive Officer on the Com-
pany’ s program for management devel op-
ment.

This report should be given to the Board at
the same time as the succession planning
report noted previously. (Guideline 28)

The ICGN Statement adopts OECD Princi-
ple V.D.2 (The board should fulfil certain
key functions, including . . . overseeing
succession planning.).

Seealso OECD Principle V.E Annotation at
41-42 ([Independent board members] can
play an important role in areas where the
interests of management, the company and
shareholders may diverge, such as. . .
succession planning.).

The board of directors of every corporation
should explicitly assume responsibility for
... succession planning, including
appointing, training and monitoring senior
management. (Guidelines for Corporations,
Introduction to Commentary at 19)

Not covered.

39 Seealsn 1994 NACD Report at 3, 7 (the CEO' s performance objectives should include an evaluation of the CEO' s proposed succession plan; and “directors should provide for senior management succession”);
1990 Business Roundtable Statement at 7, 13 (“ One of the primary functions of the board of directorsisto review succession planning. . . . The compensation/personnel committee is responsible for assuring that
management succession plans and key people are reviewed periodically. In some companies succession planning is handled by the nominating committee.”). ABA Guidebook at 4, 41, 42 (“The board hasthere-
sponsibility to require, approve and implement senior executive succession plans. . . . The Nominating Committeeis increasingly vested with the responsibility for recommending to the full board a successor to the
CEO when avacancy occurs through retirement or otherwise. . .. The Nominating Committee may also wish to consider establishing emergency procedures for management succession in the event of unexpected
death, disability, or departure of the CEO and to review management planning for the replacement of other members of the senior management team.”).
40" Seealso 1990 Business Roundtable Statement at 7 (“The primary function of the board of directorsincludes concurrence with the CEQ' s selection of the company’ s top management team.”); ABA Guidebook &
41 (“[N]on-management directors may wish to utilize one or more board positions to evaluate the succession prospects of certain individuals and to ensure that they themselves develop a peer relationship and firg-
hand contact with senior executives who have detailed knowledge of the corporation’s business.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

22. Succession Planning/

M anagement Development

The Supervisory Board appoints the members
of the Management Board and ensures
orderly long-term succession planning (8§84
German Stock Corporation Act). (The Code,
111.2.a))

The Personnel Committee [of the
Supervisory Board] deals with the personnel
issues of the Management Board (including
its succession planning). (The Code, 111.3)

Not covered.

Not covered.

Not covered.
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

22. Succession Planning/ M anagement Development

The board should have in place an effective
CEO succession plan, and receive periodic
reports from management on the
development of other members of senior
management. (Guideline B.1)

The board should approve and maintain a
CEO succession plan. (Position C.6)

Ensuring continuity of strong leadershipisa
primary and exclusive responsibility of the
board of directors. . . .

Processes should be in place to:

Assure an adequate pool of competent,
qualified managers throughout the organiza-
tion.

Permit the board to review the peform-
ance and potential of key exeautives.

Identify and develop high potential
individuals.

Ensure continuity of top leadership,
including CEO succession.

(p- 11)

Not covered.
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General Motors ICGN Principles IFSA Guiddines Hellebuyck Commission Recommendations
Board Guidelines (International) (Australia) (France)

A. Board Job Description®

Not covered directly, but see Topic Heading | The ICGN Statement adopts OECD Princi- Regular and independent review of the Not covered directly, but see1.B (The
1, above. ple V.D (The board should fulfill certain key | performance of the board, individual shareholders’ meeting is the occasion when
functions, including: directors, the company and management, the Board of Directors renders its accounts to
Reviewing and guiding corporate stra- including the CEO, is an important element | the shareholders on the exercise of its duties.
egy, major plans of action, risk policy, annual | of the board’s monitoring role, especially The directors’ presence istherefore
budgets and business plans; set-ting with regard to the long-term growth of the essential.).
performance objectives; monitor-ing company and of shareholder value. A key
implementation and corporate per-formance; | element in that processisfor the
overseeing major capital ex-penditures, independent directorsto meet to discuss
acquisitions, divestitures. theseissues without other directorsor
Selecting, compensating, monitoring management being present. (Guidelinesfor
and . . . replacing key executives and Corporations, Guideline 7 Commentary at
overseeing succession planning. 23)
Reviewing key executive and board re-
muneration, and ensuring a formal and The board should at least annually review the
transparent board nomination process. alocation of the work of the company
Monitoring and managing potential between the board and management.

conflicts of interest of management, board (Guidelines for Corporations, Guideline 9)
members and shareholders, including misuse
of corporate assets and abuse in related party
transactions.

Ensuring the integrity of the corpora-
tion’ s accounting and financial report-ing
systems, including the independent audit, and
that appropriate systems of control arein
place, in particular, systems for monitoring
risk, financial control, and compliance with
the law.

Monitoring the effectiveness of gov-
ernance practices under which it ope-rates
and making changes as needed.

Overseeing the process of disclosure and
communications.).

The purpose of [Guideline 9] isto ensure:

the functions of board and management
are clearly defined and understood;

the board retains full control over the
company, including identification of specific
matters reserved for board decision and of the
company’s system of internal control and
information;

the board can efficiently organize and
conduct its own functions; and

the board can effectively monitor
management in the conduct of its functions.
(Guidelines for Corporations, Guideline 9
Commentary at 24-25)

41 Seealso 1990 Business Roundtable Statement at 7 (“ The board of directors should: (i) Select, regularly evaluate and, if necessary, replace the CEO. Determine management compensation. Review succession
planning; (ii) Review and, where appropriate, approve the financial objectives, major strategies, and plans of the corporation; (iii) Provide advice and counsel to top management; (iv) Select and recommend to share-
holders for election an appropriate date of candidates for the board of directors, evaluate board processes and performance; (v) Review the adequacy of systemsto comply with al applicable laws/regulations.”);
ABA Guidebook at 4-5 (Under Model Act Section 8.01(b) “[a] Il corporate powers shall be exercised by or under authority of, and the business and affairs of the corporation managed under the direction of, its board
of directors. . .. Thislanguage is used to emphasize the responsibility of directors, especialy directors of publicly held corporations, to oversee the management of the corporation — not to manage, but to over-
se’).
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
A. Board Job Description
Management Board Independent non-executive directors add Non-executive directors should work PRINCIPLE: Thedirectors. .. should

[A]ccording to 8§77 German Stock Corpora
tion Act, the Management Board is bound by
Corporate interest, Company policy and the
Group's guidelines, as well as the basic prin-
ciples of proper management. (The Code,

11.1.3)

The Management Board is responsible for
ensuring compliance with legal requirements
within the Group and to ensure their obse-
vation by the Group companies. (The Code,
11.1.c))

For alist of additional duties, see the Code,
11.2.8) - j).

Supervisory Board

The Supervisory Board can subject certain
transactionsto its approval (8111 German
Stock Corporation Act). Thisrefersin pa-
ticular to investment projects, loans, the es-
tablishment of subsidiaries aswell asthe
acquisition or disposal of shareholdings
above acertain size. (The Code, 111.2.b))

The Supervisory Board issues its own
Standing Rules and stipulates the information
and reporting duties of the Management
Board. (The Code, I11.2.d))

For alist of additional responsibilities, see
the Code, 111.2.3) - h).

considerably to all aspects of aBoard's de-

liberations, e.g.,

=  inpresenting adetached, outside view-
point when strategy is being debated;

= insetting or endorsing policiesrelating
to all aspects of the business;

= inthe appointment, remuneration and
removal of the Chief Executive;

= inquestioning the assumptions on which
budgets and plans are based;

= inthe choice of accounting policies and
in the review and approval of al pub-
lished financial statements;

= inmonitoring the implementation of
policy and achievements of results;

=  when takeovers and mergers are being
considered;

= inensuring standards of probity in the
company’sdealings with al its
stakeholders.).

(1992 Statement, § 3)

The Board must at all times be conscious that
it is responsible to shareholders for the
activities and performance of subsidiary
companies. Thisinvolves, inter alia, that the
appointment of directors to the boards of
subsidiary companies is the sole prerogative
of the parent company Board.

(1992 Statement, § 8)

See 1999 Guidelines, Introduction, § 3at 1
(The fundamental responsibility for initiat-
ing, operating and controlling share option
and other incentive schemes lies with
companies themselves.).

cooperatively with their executive colleagues
and demonstrate objectivity and robust
independence of judgment in their decision-
making. (1.3)

The key role of non-executive directorsisto
ensure that the chief executive and the board
as awhole concentrate on maximizing long-
term shareholder value. There arethree as-
pectsto thisfor which non-executive direc-
tors should expect to be held accountable:

Strategic function — bringing their
independent judgement to strategic decision-
making;

Expertise — providing skills and
experience that may not otherwise be readily
available to the company. . . ;

Governance function — ensuring
compliance with best practice, participating
in the appointment of new directors and
monitoring the performance of executive
directors.

(2.2

The senior non-executive director should
chair some (or al) of the board
subcommittees. (App. I1.1)

The senior non-executive director should [be]
available for confidential discussions with
other non-executive directors who may have
concerns which they believe have not been
properly considered by the board as awhole.
(App. 11.2)

describetheir respective responsibilities
for the accounts.

There are avariety of rolesto be performed
within a unitary board, notwithstanding the
legal position that all directors are equally
responsible for the board’s actions and al are
equally accountable to the shareholders. . . .
Two-tier board structures can be a means of
overcoming some of the tensions within a
unitary board between the executive function
and the monitoring function. (Part 2, Direc-
tors, p. 4)

Directors should act in the interests of the
company as awhole, and not be beholden to
aparticular shareholder. (Part 2, Directors,

p-4)

Non-executive directors are central to an
effective and accountable board structure.
They fulfill two functions which may be
broadly described as supervisory and advi-
sory. They bring an independent perspective
to bear on issues where the executive direc-
tors face a conflict of interest. They also
strengthen the board by expanding its range
of experience. They have acrucia roleto
play in reviewing the performance of the
executives, upon which commercia success
will be substantially reliant. (Part 2: Direc-
tors, p. 5)

[t isthe board’s responsibility to set internal
control policies. (Part 4: Audit and Report-
ing, p. 12)

See Part 4: Audit and Reporting, p. 12 (list of
directors' stewardship issues).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

A. Board Job Description

Not covered.

Directors have an affirmative obligation to
stay up-to-date on developmentsin finance,
accounting and corporate governance.
Directors have an affirmative obligation to
become and remain independently familiar
with company operations; directors should
not rely exclusively on information provided
to them by the CEO to do their jobs.
(Position C.3)

Directors have an affirmative obligation to
stay up-to-date on developmentsin finance,
accounting and corporate governance.
Directors have an affirmative obligation to
become and remain independently familiar
with company operations; directors should
not rely exclusively on information provided
to them by the CEO to do their jobs.
(Position C.3)

See Preamble ([ClI] believes that the
meaningful oversight a board provides may
owe most, on aroutine basis, to the quality
and commitment of the individuals on that
board.).

A sound board of directors, representing the
most fundamental long-term interests of the
shareholders, will ensure that arational com-
pensation programisin place. (p. 7)

The strategic allocation of corporate re-
sources to each of the company’ s businesses
iscritical to its future success and to the in-
creased shareholder value needed for effi-
cient capital formation. The board should
discuss the strategic plan of each of the com-
pany’s major businesses at least annually. (p.
11)

See pp. 11-12 (components of strategic plan-
ning).

The board has a primary duty to exerciseits
fiduciary responsibility in the best interest of
the corporation and its shareholders. This
includes periodic review to ensure that corpo-
rate resources are used only for appropriate
business purposes. (p. 12)

See pp. 12-13 (fiduciary responsibilities).

Directors bear ultimate responsibility to
shareholders for the success or failure of the
company. Therefore, they should be held
accountable for actions taken that may not be
in shareholders' best interests, such as
awarding excessive compensation to
executives or themselves; for acting against
shareholders' properly expressed wishes,
such as failing to implement an appropriate
proposal approved by a majority of
shareholders; for demonstrating a“lack of
duty of care” in approving corporate
restructurings or downsizings that are not in
the shareholders' best interests; for adopting
anti-takeover provisions not in the
shareholders' best interests; for refusing to
provide information to which the
shareholders are entitled; or for other actions
taken by their company that may not bein the
shareholders’ best interests. (pp. 4-5)

[Dlirectors. . . select, monitor and
compensate management. (p. 5)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

B. Outsid

e Advice®

Not covered.

The ICGN Statement adopts OECD Principle
1V.C (An annual audit should be conducted
by an independent auditor in order to provide
an external and objective assurance on the
way in which financial statements have been
prepared and presented.).

The ICGN advocates annual audits of
corporations by independent, outside
auditors, together with measures that enhance
confidence in the quality and independence
of the audit. The ICGN itself has voted
support for the development of the highest
quality international accounting standards,
and would encourage corpora-tions to apply
those or other standards of comparable
quality. The ICGN also backs active,
independent board audit committees and, to
limit the risks of possible conflicts of interest,
disclosure of the fees paid to auditors for
non-audit services. (See ICGN Amplified
OECD Principle 1V at 8)

See alsoOECD Principle V.F Annotation at
43 (The contributions of non-executive
board members to the company can be
enhanced by providing . . . recourse to
independent external advice at the expense of
the company.).

Before accepting appointment, non-executive
directors should be formally advised . . . of
their rights as adirector, including . . .
obtaining independent advice and access to
information and resources. (Guidelines for
Corporations, Guideline 6)

One or more non-executive directors should
be entitled, with the approval of the
chairperson (or, if the chairman is not an
independent director, the lead director) to
obtain independent professional advice at the
cost of the company.

One or more non-executive directors should
be entitled, with the approval of the
chairperson (or, if the chairman is not an
independent director, the lead director) to
obtain such resources and information from
the company, including direct access to the
employees and advisers to the company, as
they may require. (Guidelinesfor
Corporations, Guideline 6 Commentary

a 23)

Not covered.

42 Seealso ABA Guidebook at 7 (A director should be able to communicate directly with the corporation’s principal external and internal advisers, including its auditors, legal counsdl, and, when such relationships
exigt, itsinvestment banking and executive compensation advisers. Further, there may be occasions when an outside adviser should be specialy retained to assist the board or a committee in connection with a par-

ticular matter.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

B. Outside Advice

The Supervisory Board mandates the Audi-

torsto audit the Company and the Group

annual accounts (8111 German Stock Corpo-

ration Act). To ensure the independence of

the auditors, particular regard shall be given:

= that the mandated Auditor has not
achieved during the last 5 years with the
Audit and advice of the Company . . .
more than 30% of itstotal revenue. . . ;

= that no auditor is employed in the Audit
that has issued the auditors' confirma
tion for the Annual Accounts or Group
Accounts in more than 6 instances in the
10 years preceding the audit;

= that no conflicts of interest exist for the
auditor.

The Supervisory Board may call for addi-

tional audit issues that extend the legally

required scope and focus of the audit. The

stipulation of the audit fee is part of the ap-

pointment process.

.... Audit-related meetings shall be held in

the presence of the Auditors (8171 German

Stock Corporation Act). (The Code, I11.2.€))

[The tasks of the Accounts and Audit
Committee include] selection of the Auditor,
the determination of additional major
auditing issues, as well as the determination
of the Auditor’sfee. The selection of the
Auditor takes into account the participation
of the Auditor in aregular external peer
review. . .. Furthermore, the feesfor other
consulting services shall be seenin relation to
the auditing fee; if necessary, this
relationship can lead to limiting consulting
fees. (The Code, 111.3)

The audit Committee facilitates the Board in
carrying out its responsibilities primarily
through:

=  communicating with the external auditor
throughout the audit process;

= reviewing the appointment of external
auditors; [and]

= reviewing thefindings of the external
auditors.

(1992 Statement, § 5)

In the event of aManagement Buy-Out, the
Board should appoint a separate committee
consisting wholly or mainly of non-executive
directors with direct access to independent
advisers.

The independent advisers should have access
to al information necessary to enable them to
give afully informed opinion on the merits of
the offer. The committee should be
responsible for a separate statement to
shareholders, giving both its views and those
of the independent advisers on the bid. (1992
Statement, § 9)

See The Combined Code, A.1.3 (There
should be a procedure agreed by the board for
directorsin the furtherance of their dutiesto
take independent professiona advice if
necessary, at the company’s expense.)

Seealso The Combined Code, B.2.5
(Remuneration committees should consult the
chairman and/or chief executive officer about
their proposals relating to the remuneration of
other executive directors and have access to
professional advice inside and outside the
company.).

[Remuneration committees] should take
professional advice as necessary. Where
independent advisers are appointed, they
should be responsible to the remuneration
committee and not the company executive
directors. Consideration should be given to
naming the advisersin the board’s
remuneration report. (App.1.1.2)

Hermes recommends that the nomination
committee be responsible, after consultation
with other directors, for . . . choosing athird-
party advisor where appropriate. (App.111.5)

PRINCIPLE: [Aluditorsshould describe
their respectiveresponsibilitiesfor the
accounts. (Part 4, Audit and Reporting, p.
13)

PRINCIPLE: Theauditorsshould bein-
dependent of the company.

F. No directors have a significant connection
with the auditors. . . .

G. There are no provisions for indemnifica
tion or liability insurance. It isinappropriate
for auditors to be indemnified by the com-
pany. . .. Such relationships can affect inde-
pendent judgment. (Part 4: Audit and Re-
porting, p. 13)

[The remuneration committee] should have
access to independent advice. (Part 2: Di-
rectors, p. 7)

When considering pay policy, remuneration
committees should have access to independ-
ent advisers, separate from those used by
executives. (Part 3: Directors Remunera
tion, p. 8)

See Part 4, p. 12 (The Cadbury Committee
called the annual audit ‘one of the corner-
stones of corporate governance.” It isvital
that the audit processis, and is seen to be,
objective, rigorous and independent.).

See Part 4: Audit and Reporting, pp. 12-14.
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CalPERS Core principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

B. Outside Advice

The independent directors have access to
advisers [on performance and compensation
criteriafor the CEO] who are independent of
management. (Core Principle B.4)

[The Lead Independent Director will]
recommend to the Chair the retention of
consultants who report directly to the Board.
(Appendix A: Lead Independent Director
Position Duty Statement)

See Appendix C: Independent Chair Position
Duty Statement ([The Independent Chair
will] approve, in consultation with other
directors, the retention of consultants who
report directly to the board.).

[Clommittees should have the opportunity to
select their own chairs and service providers.
Some regularly scheduled committee
meetings should be held with only the
committee members (and, if appropriate, the
committee’ s independent consultants)
present. (Core Policy 4)

The audit committee has both the authority
and the responsibility to select and evaluate
the outside auditor and to assure its inde-
pendence. . . . The committee should take
care to discuss the quality of accounting prin-
ciplesused by the company with the outside
auditors, and act to ensure the objectivity and
independence of the auditor. (p. 13)

[S] hareholders may reasonably expect coun-
try and company practiceto include. . .
[i]ndependent oversight of managers and
accounts (including independent audits of
financial statements based on high quality
accounting principles). (pp. 13-14)

Independent access to professional consult-
ants should be made available if requested by
the compensation committee. The compen-
sation committee should . . . guide the selec-
tion and use of consultants. (Appendix, p.
17)

Not covered directly, but seep. 12 (When
there is reason to believe that the company’s
auditors have become complacent in the per-
formance of their auditing duties, the voting
fiduciary should consider a vote against
ratification. In addition, in those cases where
there has been a change in auditors from prior
years and it is determined that the cause is
strict enforcement of accounting principles
and practices by the terminated firm, the
voting fiduciary should vote against the new
auditing firm. Shareholder proposals relating
to auditors should be judged on the same
basis.).
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

C. Content and Character of Disclosure®

Not covered.

The overriding objective of the corporation
should be to optimize over time the returns to
its shareholders. Where other considerations
affect this objective, they should be clearly
stated and disclosed. (ICGN Statement 1

a 3)

The ICGN Statement adopts OECD Principle
IV.A (Thecor porate gover nance
framework should ensurethat timely and
accur ate disclosureismade on all mater-
ial mattersregarding the corporation,
including thefinancial situation, perform-
ance, owner ship, and gover nance of the
company.
Disclosure should include, but not be limited
to, material information on:

The financial and operating results of
the company.

Company objectives.

Major share ownership and voting
rights.

Members of the board and key
executives, and their remuneration.

Material foreseeable risk factors.

Material issues regarding employees and
other stakeholders.

Governance structures and policies.).

Seealso OECD Principles|.D (re: degreeof
control disproportionatewith equity
ownership) and I1.C (re: material interests of
the directorsand managers).

In announcing to the ASX the decisions made
by shareholdersin general meeting, alisted
company should report the aggregate proxy
votes vaidly received for each item of
business in the notice of meeting. The report
should disclosg, in the case of aresolution
passed on a show of hands, the aggregate
number of proxy votes received in each
voting category (“For”, “Against”, “Left to
Proxy’s Discretion” and “ Abstain”) and the
aggregate number of votes not exercised by
shareholders who submitted proxies (“No
Intention”). In the case of aresolution
submitted to the poll, the report should
disclose both the information specified in the
preceding sentence and the aggregate number
of votes cast “For” and “Against” on the poll.
(Guidelines for Corporations, Guideline 11)

Shareholders should be able to authorize an
agent to inspect or obtain copies of minutes
of shareholders’ meetings. (Guidelinesfor
Corporations, Guideline 11)

Information about beneficial shareholding
obtained by companiesin responseto their
enquiries should be immediately disclosed by
them to the market. (Guidelines for
Corporations, Guideline 12)

The Commissionisin favour of companies
publishing two annual reports, one complete,
the other in summary form, making company
information and, in particular, the proposed
resolutions more easily accessible for
shareholders who are less expert on the
company. Every shareholder should receive
the summary report, with the complete report
available upon request. These reports should
also be available through electronic means, in
both French and English. (1.B.2)

As soon as possible following the general
meeting, the Commission would like to see
companies publish an extract of the meeting’s
minutes informing shareholders, in particular
foreign shareholders, of the results of the
votes on the resol utions, along with an
analysis of those votes.

It is recommended that systematically,
within 15 days at the latest following the
shareholders' meeting, this report be sent (by
electronic or other means) to all holders of
registered shares and to sharehol ders present
or represented at the meeting. (1.B.5)

43 Seealso Corporate Secretaries Guidelines at 9-10 (In outlining how to design disclosure policies and procedures, the Guidelines suggest the following components: careful due diligence, designation of

press/analyst spokespersons, centralized accountability for the disclosure process, approval of speeches to the investment community, avoidance of leaks and protection of confidentia information, and monitoring of
electronic communication.).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

C. Content and Character of Disclosure

The point ‘ Disclosure and Transparency’ of
the OECD Principlesis generally covered by
law for German companies through the corre-
sponding provisions on the obligation to pro-
vide and enclose information (§820-22, 160,
328 German Stock Corporation Act; 8815, 25
German Securities Trading Act; §§285, 325
ff German Commercial Code; 8835, 39 Gar-
man Antitrust Act; §24 German Banking
Act). (The Code, )

The Management Board will publish without
delay any new facts arising in the sphere of
the Company’s activities which are not yet
publicly known and, due to their impact on
the financial position of the Company or its
general course of business, are likely to im-
pact significantly on the price of the Com-
pany’s listed securities (815 German Securi-
tiesAct). (The Code, 11.2.9))

The Company shall pursue the principle of
equal treatment of al shareholdersin the
matter of information dissemination.

(The Code, 11.2.b))

The regular financial reporting (annual and
quarterly reports) will betimely. The quar-
terly reports shall be published no later than
two months after the close of the quarter and
shall contain segment reporting as well asthe
results per share. (The Code, 11.2.c))

As soon asthe Company . . . becomes. . .
aware that ancther party has obtained, ex-
ceeds or no longer holds 5, 10, 25, 50 or 75%
of the voting rightsin the Company, this will
immediately be published by the Manage-
ment Board. (The Code, 11.2.i))

Seethe Code, 11.2.d) - j) (Management Board
disclosure requirements) and Topic Heading
E, below.

The IAIM considers that the following

information should be disclosed in the

Annual Report:

=  thecomposition of the Remuneration
Committee;

= asummary of all types of share options,
profit sharing and other incentive
schemes;

= detalsof exgratia paymentsto directors
by way of compensation;

=  aschedule setting out details of direc-
tors' total remuneration;

= aschedule setting out, in £5,000 bands,
the total remuneration of top manage-
ment.

(1992 Statement, § 6)

The committee [for considering a Manage-
ment Buy-Out] should be responsible for a
separate statement to shareholders, giving
both its views and those of the independent
advisers on the bid. (1992 Statement, § 9)

See Topic Heading 7, above.

Not covered.

Disclosure about the directors and the board
iscritical in enabling shareholdersto form a
proper judgment when voting. Apart from
the areas set out in the Combined Code, pa-
ticular features on which PIRC considers
there should be full disclosure include:

m  Thecycleof board and committee
meetings;

m  Theavailability of the terms of reference
for the board and the committees;

= Directors attendance record at board
and committee meetings held during the
year;

= Training provided and required for di-
rectors, and arecord of who has com-
pleted this;

m  Procedures and responsibilities for suc-
cession planning;

= Full biographiesfor all directorsin-
cluding dates of appointment, ages, ca-
reer history prior to and in the company
(in the case of executive directors), cur-
rent and recent other directorships as no-
tified to Companies House, and signifi-
cant positionsin public, commercial and
political life. Any regulatory or statutory
breaches of professional conduct should
be reported in full;

m  Themain terms of each director’s serv-
ice contract or other contractual terms or
letters of appointment. (Part 2: Direc-
tors, p. 4)

Committee membership , frequency of
meetings and attendance records should be
disclosed in annual reports.(Part 2, Directors,

p.5)

The company’s share structure should be
clearly disclosed including the voting rights
and other rights attached to each class of
shares. (Part 5: Share Capital and Share-
holder Relations, p. 15)

PRINCIPLE: Non-audit fees[from the
outside auditor] should be disclosed and
should not potentially affect independence.
(Part 4: Audit and Reporting, p. 13)
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CalPERS Core principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

C. Content and Character of Disclosure

Not covered.

A corporation should disclose information
necessary for shareholders to determine
whether each director qualifies as independ-
ent, whether or not the disclosure is required
by state or federal law. To assist share-
holders in making these determinations,
corporations should disclose al financial or
business rel ati onships with and payments to
directors and their families and all signifi-
cant payments to companies, non-profits,
foundations and other organizations where
company directors serve as employees,
officers or directors. (Core Policy 3)

Companies should disclose individual

director attendance figures for board and
committee meetings. Disclosure should
distinguish between in-person and telephonic
attendance. Excused absences should not be
categorized as attendance. (General Principle
C.6)

The audit committee should develop its
charter of responsibilities and publish it in the
company’ sproxy stat ement. (pp. 12-13)

[S] hareholders may reasonably expect coun-
try and company practiceto include. . .
[tlimely disclosure of financial and operating
results of the company, material develop-
ments and foreseeable risk factors. (pp. 13-
14)

See Topic Headings D, E and F, below.

Not covered.
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

D. Disclosure Regarding Compensation and Director Assessment

Not covered.

The ICGN Statement adopts OECD Principle
IV.A .4, 7 (Thecorporate gover nance
framework should ensurethat timely and
accur ate disclosureismade on all material
matter sregarding the corporation,
including thefinancial situation,
performance, owner ship, and governance
of the company.

Disclosure should include, but not be limited
to, material information on . . .[m]embers of
the board and key executives, and their
remuneration [and g] overnance structures and
policies.).

Seealso OECD Principle 1V.A.4 Annotation
at 37 (Companies are generally expected to
disclose sufficient information on the
remuneration of board members and key
executives (either individually or in the
aggregate) for investorsto properly assessthe
costs and benefits of remuneration plans and
the contribution of incentive schemes, such

as stock option schemes, to performance.).

Remuneration of corporate directors or
supervisory board members and key
executives should be aligned with the
interests of shareholders. Corporations
should disclose in each annual report or
proxy statement the board’ s policieson
remuneration — and, preferably, the
remuneration break up of individual directors
and top executives — so that investors can
judge whether corporate policies and
practices meet that standard. (ICGN
Amplified OECD Principle |V at 8)

The board should establish and disclose in
the annual report a policy to encourage non-
executive directorsto . . . acquire shares from
alocation of aportion of their fees.
(Guidelines for Corporations, Guideline 8)

The Board should disclose in the company’s
annual report its policies on, and the quantum
and components of, remuneration for all
directors and each of the 5 highest-paid
executives. The disclosure should be made in
one section of the annual report in tabular
form with appropriate explanatory notes.
(Guidelines for Corporations, Guideline 10)

See Appendix A (8): Suggested Format for
Remuneration Disclosure — Non-Executive
Directors.

Seealso Appendix A (b): Suggested Format
for Remuneration Disclosure — Executives.

The Commission favours the practice of
explaining the reason for and the
consequences of resolutions, in particular
those related to appointments, the renewal of
Directors' terms, and authority to carry out
financial operations. The résumé of these
Directors and the number of sharesthey hold
should also be included with the information.

The Commission takes the view that the
number and total value of stock options held
by the ten most highly paid executives of the
company should be included in this
information. (1.B.3)

The board should deliberate on executive
compensation and should publish its method
of calculation and the existence, if any, of
stock options. The Commission recommends
full disclosure regarding all forms and
calculations of direct, indirect, or deferred
compensation of executives and directors:
stock optionsin France or abroad, pension
plans, and so forth. (11.C.3)
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

D. Disclosure Regarding Compensation and Director Assessment

The structure, total amount, exercise prices
and exercise periods, as well asthe aloca
tions of share options and similar rightsin the
reporting period, shall be published in the
Notesto the Company Accounts, separately
by members of the Management Board and
Executive Staff. To ensure compliance with
insider laws, suitable precautions like closed
periods of time are implemented. (The Code,

11.3.9)

The fixed and variable remuneration ele-
ments of the Management Board shall be
detailed in the Annual Report. (The Code,
11.3.b))

The total remuneration [of the Supervisory
Board] shall be listed in the Notes to the
Company Accounts. (The Code, I11.1.€))

The Notesto the Company Accounts shall
contain details of the share ownership
(including existing option rights) of the
Supervisory Board members and their
changesin relation to the previous year. (The
Code, 111.1.1))

The IAIM considers that the following
information should be disclosed in the
Annual Report: . .. aschedule setting out
details of directors' total remuneration.
(1992 Statement, § 6)

The IAIM’ s endorsement of the [Combined]
Code extends to its requirements regarding
disclosure of directors' remuneration, the
area of single greatest difference between the
corporate governance regimes of Ireland and
the UK. ItisthelAIM’sstrong view that,
given the increased globalization of capital
markets, trends towards greater
accountability and transparency, and the need
to ensure the optimum attractiveness of Irish
stocks in a Euro environment, current
disclosure practice in this areais unsustain-
able. ThelAIM recommends that the
Combined Code’ s requirements regarding
disclosure of directors' remuneration be
adopted in their entirety and that the Irish
Stock Exchange should amend its Listing
Rules accordingly. (1999 Guidelines,
Introduction, 8 1 at 1)

Information on share option schemes should
be disclosed so as to comply with the
reguirements of the Appendix to Abstract 10
of the Urgent Issues Task Force and its
successors. In accordance with Schedule B
of the Combined Code, full information on
LTISs should be disclosed in the Annual
Report. (1999 Guidelines, Share Option and
Incentive Scheme Guidelines, § 4 at 3-4)

[P]erformance criteria [for the exercise of
share option and other LTISs] must be clearly
explained on the scheme's adoption and
thereafter in the annual financial statements.
(1999 Guidelines, Appendix 1: Performance
Criteria, at 11)

See Topic Heading C, above.

Remuneration committees should explain
proposed schemes clearly to shareholders,
justifying the structure of the scheme and the
relevance of the performance criteria chosen.
Schemes should be structured as simply as
possible to ensure they can be understood by
participants and monitored by shareholders.
Thelink between company performance and
executive reward should be clear. The effect
of the scheme should beillustrated with
examples showing rewards at various
performance levels for one of the
participants, say, the chief executive.
(App.1.3.4)

Where remuneration committees have
authority to vary incentive schemes they
should only do so in exceptiona
circumstances and to ensure that the scheme
continues to motivate executives. All
changes should be reported and justified to
shareholders. (App. 1.3.7)

Companies should confirm continuing
shareholder support for a scheme [of
executive compensation] during its lifetime,
giving shareholders an opportunity to
reassess the scheme in light of actual payout
levels. (App.1.3.8)

The annual remuneration report should
disclose the level of recent grants made under
any existing incentive scheme, the
performance criteria applied to the grants,
and any payouts resulting from grants made
in previous years. (App. 1.3.10)

PRINCIPLE: Thereshould befull and
transparent disclosure of directors’ remu-
neration.

A. Remuneration figures are clearly dis-
closed. In disclosing remuneration, compa-
nies should provide figures for each element
of each director’s remuneration, with the
addition of providing at least two years' fig-
ures for each component, in order to allow
trends to be assessed. This should include
provision of the transfer value of increasesin
accrued pension benefits after inflation.

B. The performance basis for all incentive
schemesisclearly set out. For all annual or
longer-term incentive schemes, there should
be afull explanation in each annual report
including: the performance criteria used, the
performance targets, the performance period,
the maximum level of awards which may be
made and the actual level of awards granted
during the year. Performance achieved
against the targets used should be disclosed.
where relative or comparative performance
measures are being used, the company’ s per-
formance ranking should be provided each
year. For annual schemes, the targets which
resulted in any payments during the year
should be disclosed. Discretionary or excep-
tional bonus payments should be fully de-
scribed and explained.

C. Options and share awards are fully val-
ued. Rewards under share-based long-term
incentive plans may accrue over time and
will depend on the future share price. For
share-based incentive schemes, companies
should provide afull individual breakdown of
all awards which have not yet fully vested or
been exercised, together with afair valuation
of the value of such awards using an option
pricing model. (Part 3: Directors Remu-
neration, p. 9)

See Part 3: Directors Remuneration, p. 8,
Disclosure.
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CalPERS Core principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA.)

AFL-CIO Voting Guidelines
(USA)

D. Disclosure Regarding Compensation and Director Assessment

Not covered.

[Clorporations should disclose al financia or
busi ness rel ationships with and payments to
directors and their families and all significant
payments to companies, non-profits, founda-
tions and other organizations where company
directors serve as employees, officers or di-
rectors. (Core Policy 3)

Each company should . . . describe clearly its
overall compensation philosophy in the com-
pany’s proxy statement. It also should ex-
plain therationae for the salary levels, in-
centive payments, and stock option grants of
top executive officers. (p. 8)

The cash pay of top management is published
and broadly surveyed. (p. 8)

[S]tock-based plans should . . . [b]e fully
disclosed to the investing public, and be gp-
proved by shareholders. (p. 9)

All [pension and other “ soft”] plans that ma-
terially benefit executive management should
be fully and clearly disclosed and explained
to shareholdersin the proxy statement. (p.
10)

[S] hareholders may reasonably expect coun-
try and company practiceto include. . . dis-
closure of . . . significant information about . .
. key executives, including their compensa
tion. (pp. 13-14)

The compensation committee should develop
and publishin the proxy . . . adescription of
the criteria used to evaluate the performance
of the chief executive officer and the ration-
alefor hisor her compensation. (Appendix,
p. 27)

See p. 3 (All monetary arrangements with
directors for services outside normal board
activities.. . . should be reported in the proxy
statement.).

Seealso Appendix, Executive Compensation
Program Guidelines, pp. 17-27 passim (dis
closureprovisions).

[Flailure to disclose [attendance record]
information may be considered in determin-
ing whether to withhold support for board
nominees. (p.5)

The voting fiduciary also should support
proposal s seeking to expand the disclosure of
executive compensation when the
information is useful to shareholders. The
trustees generally believe that shareholders
benefit from full disclosure of all forms of
compensation received by the highly paid
managers of the company. (p. 10)
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General Motors ICGN Principles IFSA Guiddines Hellebuyck Commission Recommendations
Board Guidelines (International) (Australia) (France)
E. Disclosure Regarding Cor por ate Gover nance®

Not covered in the Guidelines, but the
Guidelinesare published by the company and
widely available.

The ICGN Statement adopts OECD Principle
IV.A.7 (Disclosure should include, but not be
limited to, material informationon . . .
[glovernance structures and policies.).

Seealso OECD Principle IV.A.7 Annotation
at 38 (Companies are encouraged to report on
how they apply relevant corporate gov-
ernance principlesin practice. Disclosure of
the governance structures and policies of the
company, in particular the division of
authority between shareholders, manage-
ment and board members, isimportant for the
assessment of a company’s governance.).

[Clorporations should disclose, upon
appointment to the board and thereafter in
each annual report or proxy statement,
sufficient information on the identities, core
competencies, professional backgrounds,
other board memberships, factors affecting
independence, and overall qualifications of
board members and nominees so as to enable
the assessment of the value they add to the
company. Information on the appointment
procedure should also be dis-closed annually.
(ICGN Amplified OECD Principle IV at 8)

The board of directors of alisted company
should prominently and clearly disclose, in a
separate section of its annual report, its
approach to corporate governance. This
should include an analysis of the corporate
governance issues specific to the company so
that public investors understand how the
company deals with those issues.
(Guidelines for Corporations, Guideline 1)

The board should annually review and
disclosein the annual report its required mix
of skills, experience and other qualities,
including the core competencies which the
independent directors should bring to the
board. (Guidelinesfor Corporations,
Guideline 2)

Listed companies should have a company

Code of Ethicsthat is adopted by the board
and is available to shareholders on request.
(Guidelines for Corporations, Guideline 14)

The application of the definition of
“independent director” to the circumstances
of each director should be the responsibility
of the Board, which should disclose in each
annual report, first, which directors qualify as
independent directors and which do not and,
second, the principles supporting each
conclusion. (Guidelinesfor Corporations,
Guideline 2 Commentary at 20)

The Commission recommends that the board
regularly evaluate its own degree of openness
in terms of its membership, its organization
and its mode of functioning. It should inform
shareholders of any measurestaken asa
result. (11.D.3)

The Commission further recommends that
each year, in the annual report, the board
publish the number of its meetings during the
year, plus an attendance record, an evaluation
of board organization and functioning, and a
detailed résumé and list of directorships of
each board member and of candidates to
director posts. (11.D.3)

See |.B (The shareholders meeting is the
occasion when the Board of Directors renders
its accounts to the shareholders on the
exercise of its duties.).

44 While American stock exchanges do not require any significant disclosure of corporate governance practices, some companiesin the United States are beginning to voluntarily and formally disclosein annual
reports and proxy statements information about corporate governance practices. See, e.g., Campbell Soup Company, Proxy Statement (1996) at 8. In contrast to American exchanges, some foreign exchanges have
listing rules requiring companies to make annua disclosures about their corporate governance practices. See The Stock Exchange of Hong Kong Limited, Code of Best Practice contained in Guide for Directors of
Listed Companies (1996); Toronto Stock Exchange, Listing Packet: “Once Y our Company IsListed” ; London Stock Exchange, Listing Rules, 12.43(j); Austrdian Stock Exchange, Listing Rules, 3C(3)(j).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

E. Disclosure Regarding Corporate Gover nance

Members of the Management Board must
disclose to the Supervisory Board material
personal interests in transactions of the Com-
pany and Group companies as well as other
conflicts of interest. They must also inform
their Management Board colleagues. (The
Code, 11.4.b)

If amember of the Supervisory Board does
not participate personally in more than half of
the Board Meetings of any given fisca year,
this has to be noted in the Annual Report.
(The Code, 111.1.d))

The Supervisory Board members must dis-
close any conflict of interest to the Chairman
of the Supervisory Board or his deputy unless
they do not participate for cause in a specific
meeting or retire for cause due to a continu-
ing conflict. Inthe event of serious conflicts
of interest, the Chairman of the Supervisory
Board or his deputy shall decide to whom the
information should be forwarded and whether
the member of the Supervisory Board in
question shall participate in a specific meet-
ing.

In their decisions, the Supervisory Board
members must not pursue their own interests
or those of associated persons or companies
which arein conflict with the interests of the
Company or any Group Company.

(The Code, 111.4.8) - b))

Seegenerally the Code, 11.4 (rulesgoverning
conflictsof interest and own-account
transactions).

Not covered directly, but see 1992 Statement,
§ 5 (The audit Committee facilitates the
Board in carrying out its responsibilities
primarily through . . . reviewing, where
appropriate, compliance with the corporate
code of conduct.).

Seealso The Combined Code:

Preamble ([L]isted companies [should]
disclose how they apply the Principles of
Good Governance and whether they arein
compliance with the Code of Best Practice
Provisions.).

A.2.1 (The chairman, chief executive officer
and senior independent director should be
identified in the annual report.).

A.3.2 (Non-executive directors considered
by the board to be independent should be
identified in the annual report.).

A.5.1 (The chairman and members of the
nomination committee should be identified in
the annual report.).

B.2.3 (The members of the remuneration
committee should be listed each year in the
board’ s remuneration report to shareholders.).

Hermes accepts that not all non-executive
directors need to be independent in
accordance with this definition [see Topic
Heading 8, Definition of ‘Independence,’
above] and that there can be arole for other
non-executive directors providing at least
three, and a majority, of non-executive
directors satisfy the above test of
independence. We believe that the final
decision on whether non-executive directors
are independent lies with the shareholders
who elect them. There should be full
disclosure in the annual report of any factors
to be taken into account in judging an
individual’ s independence in accordance with
the above criteria. (2.3)

Membership of the [nomination] committee
should be disclosed in the annual report.

(App. 111.2)

See 6.1 (It isinappropriate that any of the
return that is rightfully shareholders’ should
be diverted to palitical donations. Donations
to charities are acceptable within reason.).

Committee membership, frequency of meet-
ings and attendance records should be dis-
closed in annual reports.(Part 2, Directors,

p.5)

[Director training] should be disclosed in
annual reports. (Part 2: Directors, p. 7)

The annual report is the most important
channel of communication between a com-
pany and its shareholders and other
stakeholders. Corporate governanceis an
issue of concern to awider audience than
ingtitutional investors since it relates to the
exercise of power and the success of business
and the wider economy. PIRC considers that
corporate governance involves consideration
of the range of relationships entered into by
companies. Although the prime focusis on
the board and accountability to shareholders,
directors should identify their key
stakeholders, and should report on and be
held accountable for the quality of theserela
tion-ships since they underpin long-term
business success. (Part 4: Audit and Re
porting, p. 12)

See Part 1: Introduction, p. 2 (We support
the publication by institutional investors of
their corporate governance and voting poli-
cies and their full voting recordsto their cli-
ents.).

NY 1:1295228\07\6BSS07!.DOC\99990.0899

86




CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

E. Disclosure Regarding Corporate Gover nance

The board has adopted a written statement of
its own governance principles and regularly
re-evaluates them. (Core Principle B.1)

See Appendix A: Lead Independent
Directors Position Duty Statement ([The
Lead Independent Director will] assist the
Board and Company officersin assuring
compliance with and implementation of the
Company’s [Guidelines], [and ig] principally
responsible for recommending revisionsto
the guidelines.).

Seealso Appendix C: Independent Chair
Position Duty Statement [The Independent
Chair will] assist the Board and Company
officersin assuring compliance with and
implementation of the Company’s
[governance guidelines, and will be]
principally responsible for recommending
revisions to the guidelines.).

[ClI] believesthat all publicly traded
companies and their shareholders and other
constituencies benefit from written, disclosed
governance procedures and policies.
Although [CII] believes that the meaningful
oversight a board provides may owe most, on
aroutine basis, to the quality and
commitment of the individuals on that board,
policies also play an important governance
role. Policies can help an effective board
perform optimally in both routine and
difficult times, and policies can help
individual directors and shareholders address
problems when they arise. (Preamble)

Companies should disclose individual

director attendance figures for board and
committee meetings. Disclosure should
distinguish between in-person and telephonic
attendance. Excused absences should not be
categorized as attendance. (General Principle
C.6)

[S] hareholders may reasonably expect coun-
try and company practiceto include. . .
[tlimely disclosure of . . . mattersrelated to
corporate governance. Disclosures related to
corporate governance should include inter-
ested transactions and any capital structures
or arrangements that enable certain share-
holders to obtain control disproportionate to
their equity ownership; significant informa:
tion about board members and key execu-
tives, including their compensation; and in-
formation describing governance structure
and policies. (pp. 13-14)

The compensation committee should develop
and publish in the proxy a statement of its
charter. (Appendix, p. 27)

Seepp. 13-14 ([S] hareholders may reasona-
bly expect country and company practice to
include the following:

Appropriate structures of accountability
of the company to its owners.

Prohibition of insider trading and
abusive self-dealing.).

The voting fiduciary also generally should
support proposals. . . calling for the
expanded disclosure of potential conflicts
involving directors. (p. 5)

The voting fiduciary should support
proposalsthat establish “zero tolerance”
policies for illegal insider trading activity.
(p. 8)

See p. 7 (Some [corporate governance]
proposals occur in the context of a. . . contest
for corporate control, while others have a
direct effect on the likelihood of material
transactions such as tender offers, leveraged
buyouts, mergers, acquisitions, restructurings
and spin-offs. In these situations, the voting
fiduciary must make an independent and
thorough cost/benefit analysis of the likely
outcome of such transactions.).

Seealso p. 7 (With regard to corporate
governance proposals not in the context of a.
.. contest for corporate control, the voting
fiduciary must consider the impact of the
vote on plan assets as well as the ability of
shareholders to hold management
accountable for corporate performance.).
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

F. Accuracy of Disclosure/ Liability®

Not covered.

The ICGN Statement adopts OECD Princi-
ple 1V (The corporate gover nance frame-
work should ensurethat timely and accu-
ratedisclosureismadeon all material
mattersregarding the corporation, in-
cluding thefinancial situation,
performance, owner ship, and gover nance
of thecompany.).

Seealso OECD Principle IV.B (Information
should be prepared, audited, and disclosed in
accordance with high quality standards of
accounting, financial and non-financia
disclosure.).

Seealso OECD Principle 1V.C (An annual
audit should be conducted by an independ-ent
auditor in order to provide an external and
objective assurance on the way in which
financial statements have been prepared and
presented.).

The ICGN holds that corporations should
disclose accurate, adequate and timely
information, in particular meeting market
guidelines where they exist, so asto allow
investors to make informed decisions about
the acquisition, ownership obligations and
rights, and sale of shares. (ICGN Amplified
OECD Principle 1V at 7)

See OECD Principle V.D.7 (The board
should fulfil certain key functions, including .
.. [o]verseeing the process of disclosure and
communications.).

Not covered.

Not covered.

5 Seealso Corporate Secretaries Guidelines at 1 (“ Developing and continually refining procedures to manage ‘formal’ and ‘informal’ communications to avoid legal liability and enhance company credibility isa

challenging but essential exercise for al public companies.”).
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

F. Accuracy of Di

sclosure/ Liability

The Company shall prepare its Group Ac-
counts and its quarterly reports according to
internationally recognized accounting princi-
ples. (The Code, 11.2.d); see the Code, 1)

The Supervisory Board . . . stipulates the
information and reporting duties of the Man-
agement Board. (The Code, I11.2.d))

The [Accounts and Audit] Committee.. . .
evaluates the Auditor’ s reports, and reports to
the Supervisory Board on its assessment of
the commentsin the audit report, particularly
with regard to the future development of the
Group. It verifiesthe Management Board's
assumptions on the budget figures for the
Group and its business segments. Important
other documents issued to shareholders shall
be presented before publication to the
Committee. (The Code, 111.3)

The Audit Committee facilitates Board re-

sponsibilities primarily through:

=  reviewing accounting policies, financia
statements and the reporting process;

=  communicating with the external auditor
throughout the audit process;

= reviewing the appointment of external
auditors;

= reviewing findings of external auditors;

= reviewing theinterna controls structure
and the internal audit function;

= reviewing legal and other statutory obli-
gations of the company;

=  reviewing and monitoring exposures of
all types, e.g., financial exposures and
computer systems security;

= reviewing, where appropriate, compli-
ance with the corporate code of conduct;

=  reporting back to the Board.).

(1992 Statement, § 5)

Not covered.

When considering pay policy, remuneration
committees will be held accountable for
breaches of best practice on remuneration
issues or failure to seek shareholder authori-
zation. (Part 3: Directors Remuneration,

p-8)

The main terms of directors’ contractsin-
cluding notice periods on both sides, non-
compete clauses and any fixed compensation
should be summarized in the annual report.
Copies of al contracts should be sent to
shareholders on request. (Part 3: Directors’
Remuneration, p. 8)

In reporting on their risk control policies and
processes, we consider that directors should
go beyond the basic requirements and iden-
tify the significant areas of risk and how the
company manages these. (Part 4: Audit and
Reporting, p. 12)
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

F. Accuracy of Di

sclosure/ Liability

Not covered.

Not covered.

The corporation should be free to indemnify
directors for legal expenses and judgmentsin
connection with their service as directors and
eiminate the directors’ liability for ordinary
business judgments. Directors should be held
liable to the shareholders and the corporation
for violations of their duty of loyalty or their
fiduciary duty involving gross or sustained
and repeated negligence. (p. 4)

The [audit] committee should take care to
discuss the quality of accounting principles
used by the company with the outside audi-
tors. (p. 13)

[S] hareholders may reasonably expect coun-
try and company practice to include the fol-
lowing:

Independent oversight of managers and
accounts (including independent audits of
financial statements based on high quality
accounting principles).

Regulatory and- Iegal recourseif prin-
ciples of fair dealing are violated.
(pp. 13-14)

See p. 12 (The board should . . . [a]ssure a
corporate environment of strong interna
controls, fiscal accountability, high ethical
standards, and compliance with al applicable
laws and regulations.).

[T]he great responsibility and authority of
directors justify holding them accountable for
their actions. . .. The voting fiduciary may
support liability-limiting proposals when the
company persuasively argues that such action
is necessary to attract and retain directors
[but may] support shareholder proposals for
director liability in light of trustees
philosophy of promoting director
accountability. (p. 6)

[T]he voting fiduciary should oppose
management proposals that limit a director’s
liability for (i) abreach of the duty of loyalty,
(i) acts or omissions not in good faith or
involving intentional misconduct or knowing
violations of the law, (iii) actsinvolving the
unlawful purchase or redemption of stock,
(iv) the payment of unlawful dividends or (v)
the receipt of improper personal benefits. In
addition, the voting fiduciary generally
should oppose proposalsto reduce or
eliminate directors’ personal liability when
litigation is pending against current board
members. (p. 6)

The voting fiduciary may support [proposals
for indemnification of directors] when the
company persuasively argues that such action
is necessary to attract and retain directors, but
the voting fiduciary generally should oppose
indemnification when it is being proposed to
insulate directors from actions they have
aready taken. (p. 6)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

G. Shareh

older Voting Practices (Cumulative & Confidential Voting, Broker Non-Votes, One Share/

OneVote)

Not covered.

The ICGN Statement adopts OECD Principle
| (Thecorporategover nanceframework
should protect shareholders' rights).

[D]ivergence from a‘ one share/one vote'
standard which gives certain shareholders
power disproportionate to their equity
ownership isundesirable. Any such
divergence should be both disclosed and
justified. (ICGN Amplified OECD
Principle | at 7)

Seealso OECD Principle Il (Thecor porate
gover nance framework should ensurethe
equitabletreatment of all shareholders,
including minority and foreign share-
holders. All shareholdersshould havethe
opportunity to obtain effective redressfor
violation of their rights.).

The ICGN holds that national capital markets
can grow best over the long term if they
move toward the ‘ one share/one vote’
principle. Conversely, capital markets that
retain inequities are likely to be
disadvantaged compared with markets that
embrace fair voting procedures.

Asthe OECD declares, boards should treat
all the corporation’s shareholders equitably
and should ensure that the rights of all
investors, “including minority and foreign
shareholders,” are protected. (ICGN
Amplified OECD Principlell at 7)

IFSA strongly supports the principle of “one
share/one vote.” (Guidelinesfor Investment
Managers, Guideline 2 Commentary at 17)

In the Commission’sview, it is particularly
important that asset management firms

develop General Meeting voting guidelines
including voting criteriafor resolutions. (1)

[T]he Commission does not support
elimination of blank proxies. The
Commission would like to see that, when a
company solicits proxies, it specifiesits
voting intentions. It isclear that, in
accordance with regulations, no blank proxies
may be voted on any new resolution
proposed at the time of the general meeting.
(1.C.1)

The Commission would like to see this
practice [double voting rights for certain
loyal shareholders] abandoned except,
however, during a period of five years from
the date of the company’sinitial public
offering.

The Commission is also against “loyalty
premium” dividend payments to holders of
shares for a specified period of time. (1.C.3)

Asapractica matter, the Commissionisin
favour of electronic voting and would like to
see that the most reliable and rapid system be
used, while ensuring the shareholder the
greatest degree of confidentiality. (1.C.6)
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

G. Shareh

older Voting Practices(Cumulative & Confidential Voting, Broker Non-Votes, One Share/One Vote)

[Thereis g full voting right for each ordinary
share (812 German Stock Corporation Act).
(The Code, 1)

See Topic Heading H, below.

Not covered.

The existing proxy voting system is
cumbersome and vulnerable to error. Hermes
wishes to encourage relevant bodies to
introduce el ectronic voting as soon as
practicable. (3.2)

A split-share capital structure often
disadvantages the majority of shareholders.
Hermes will not support the issue of shares
with reduced or no voting rights and is likely
to withhold support for other capital-raising
exercises by companies with such capital
structures. Support for acompany with an
unequal capital structure would be qualified
in the event of it becoming atakeover target.
4.1

See Code of Conduct 4 (Hermes will lodge
proxies at AGMs and EGMs in accordance
with the principles outlined in this
document.).

PRINCIPLE: All ordinary sharesshould
have equal rights.

G. Each ordinary share has equal voting
rights. . ..

H. Thereisno controlling shareholder. . . .

I. No persons have the right to designate
directorsto theboard. . .. (Part5: Share
Capital and Shareholder Relations, p. 17)

PRINCIPLE: Voting by shareholders
should be democratic and transparent.

J. All voting is conducted by poll on the
basis of one share/onevote. . . .

K. Thelevels of proxy votes are disclosed on

request. (Part5: Share Capital and Share-
holder Relations, p. 17)

Shareholders who have the same financia
commitment to the company should have the
samerights. Dual share structures with dif-
ferent voting rights are disadvantageous to
many shareholders and should be reformed.
(Part 5: Share Capital and Shareholder Rela-
tions, p. 15)

Seealso Part 5: Share Capital and Share-
holder Relations, pp. 15-16 (safeguards for
shareholdersin companieswherethereisa
controlling shareholder ; share buy-backs;
shareissueauthorities).

Seealso ArPENDIX: Standard Voting Out-
comes, pp. 22-24 (a guide toPIRC’ susual
approach to the provision of voting advice).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

G. Shareh

older Voting Practices(Cumulative & Confidential Voting, Broker Non-Votes, One Share/One Vote)

Proxies should be kept confidential from the
company, except at the express request of
shareowners. (Guideline D.7)

Broker non-votes should be counted for
quorum purposes only. (Guideline D.8)

Directors should be elected annually by
confidential ballots counted by independent
tabulators. Confidentiality should be
automatic and permanent. Rules and
practices concerning the casting, counting
and verifying of shareholder votes should be
clearly disclosed. (Core Policy 1)

Each share of common stock, regardless of
class, should have one vote. Corporations
should not have classes of common stock
with disparate voting rights. Authorized
unissued common shares that have voting
rights to be set by the board should not be
issued without shareholder approval.
(General Principle A.1)

Shareholders should be allowed to vote on
unrelated issuesindividually. Individual
voting issues, particularly those amending a
company’s charter, bylaws, or anti-takeover
provisions, should not be bundled.

(Generd Principle A.2)

Broker non-votes and abstentions should be
counted only for purposes of aquorum.
(Generd Principle A.4)

TIAA-CREF opposes . . . cumulative voting
in the election of directors, except if neces-
sary to protect the interests of minority
shareholders where there is a single dominant
shareholder. (p.3)

In voting its proxies, TIAA-CREF takesthe
positionthat . . . :

The board should adopt confidential
voting for . . . al . . . matters voted on by
shareholders.

The board should adhere to the princi-
ple that each share of common stock has one
vote and matters submitted for shareholder
consideration generally should require gp-
proval of amajority of the shares voting
“For” or “Against.” Therefore, the board
should not create multiple classes of common
stock with disparate voting rights. Similarly,
we generally oppose super-majority voting
reguirements, except if necessary to protect
the interests of minority shareholders where
thereis a single dominant shareholder.

(p.5)

See pp. 4-5 (Although TIAA-CREF normal-
ly votes for the board’ s nominees, we vote
for aternative candidates when our anaysis
indicates that those candidates will better
represent shareholder interests.).

Although the voting fiduciary generally may
support a non-contested management date,
the voting fiduciary must consider taking
other appropriate actionsif an analysis. . .
indicates that the board candidate has not
served in the long-term economic best
interests of plan participants and
beneficiaries. (p. 4)

Contested Election of Directors.

By definition, this type of board candidate or
slate runs for the purpose of seeking a
significant change in corporate policy or
control. Therefore, the economic impact of a
vote for or against that director or slate must
be analyzed using the higher standard or
review appropriate for changesin control. (p.
4)

The voting fiduciary should support
management proposals requesting
shareholder approval to increase authorized
common stock when management provides
persuasive justification for theincrease. . . .
The voting fiduciary should oppose requests
to authorize blank-check preferred stock —
stock authorized by shareholders that gives
the board of directors broad powersto
establish voting, dividend and other rights
without shareholder review. (pp. 7-8)

The voting fiduciary’ s analysis must consider
the fact that cumulative voting is a method of
obtaining minority shareholder representation
on aboard and of achieving a measure of
board independence from management
control. (p. 8)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

H. Shareholder

Voting Powers

Not covered.

The ICGN Statement adopts OECD Principle
I.A.4-5 (Thecor porategover nance
framework should protect shareholders’
rights.

Basic shareholder rightsinclude the right to
... participate and vote in general share-
holder meetings [and] elect members of the
board.).

Seealso OECD Principle I.C (Shareholders
should have the opportunity to participate
effectively and vote in general shareholder
meetings and should be informed of the rules,
including voting procedures, that govern
general shareholder meetings.).

Major strategic modifications to the core
business(es) of a corporation should not be
made without prior shareholder approva of
the proposed modification. Equally, major
corporate changes which in substance or ef-
fect materially dilute the equity or erode the
economic interests or share ownership rights
of existing shareholders should not be made
without prior shareholder approval of the
proposed change. (ICGN Amplified OECD
Principle | at 6)

The ICGN underlines both the OECD
assertion that “equal effect should be given to
votes whether cast in person or in absentia”
and the Annotation’s statement that “as a
matter of transparency, meeting procedures
should ensure that votes are properly counted
and recorded, and that atimely
announcement of the outcome be made.”
(ICGN Amplified OECD Principle| at 6)

[ITnvestors should have the right to sponsor
resolutions or convene extraordinary

meetings. (ICGN Statement 10 at 5)

Major corporate changes which in substance
or effect may impact shareholder equity or
erode share ownership rights should be
submitted to a vote of shareholders. Enough
time and sufficient information (including a
balanced assessment of relevant issues)
should be given to shareholders to enable
them to make informed judgments on these
resolutions. (Guidelines for Corporations,
Guideline 13)

The purpose of [Guideline 13] isto ensure
that shareholder equity is not impacted and
share ownership rights are not eroded through
board or executive action which is not subject
to informed shareholder review.

This Guideline applies irrespective of any
existing legal authority for action by the
board or management. (Guidelines for
Corporations, Guideline 13 Commentary
a 29)

See Guidelinesfor Investment Managers,
Guideline 2 (Investment managers should
vote on al material issues at al Australian
company meetings where they have the
voting authority and responsibility to do so.).

The General Shareholders' Meeting isthe
preeminent occasion for the shareholder to
exercise his company rights. Thismeeting is
therefore a decisive element in acompany’s
corporate governance. (l)

[T]he code of ethics governing portfolio
managers . . . holds them to exercising the
voting rights associated with the securities
they manage, and reguires them to be able to
justify their actionsin thisregard. (1)

The Commission recommends that
companies remind their shareholders of their
right to submit resolutions to the general
shareholders' meeting and to raise questions;
in each case, the conditions needing to be met
to exercise thisright should beindicated. In
this regard, it would be fitting to remind
shareholders of the possibility of joining
together to reach the minimum amount of
capital necessary to propose aresolution.
(1.B.4)

[T]he Commission would like to see that the
rights of holders of preferred shares (exclud-
ing their participation in the general meet-
ing) be respected based on the amount of
capital they control in the company. (1.C.2)

The Commissionisin favour of reducing or
even eliminating [the blocking of sharesfive
days prior to the general meeting] so that any
shareholder may exercise his voting rights.
(1.C.5)

[T]he Commission isin favour of the “record
date” system [inlieu of the blocking system],
as it seems to meet the concerns of portfolio
managers. (1.C.5)
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Panel on Corporate Governance IAIM Statement Hermes Statement PIRC Guidelines
(Germany) (Ireland) (United Kingdom) (United Kingdom)
H. Shareholder Voting Powers

[T]hefollowing OECD points are covered by

mandatory law (8§23 German Stock Corpora

tion Act):

= full voting right for each ordinary share
(812 German Stock Corporation Act)

= no impediments with regard to owner-
ship or registration (867 German Stock
Corporation Act)

= transferability of shares at any time (868
German Stock Corporation Act)

= participation, proxy and exercise of
voting rights at General Meetings (§134
German Stock Corporation Act)

=  election of members of the Supervisory
Board (8101)

=  participation in company profits (858
German Stock Corporation Act).

(The Code, 1)

An authorization to increase the share capital
with exclusion of shareholder participation
rightsin order to pursue either an acquisition
or a share placement near the prevailing mar-
ket price will only be exercised by the Man-
agement Board if the share capital increase
does not exceed 10% (20% for acquisitions)
of the then existing share capital. In this
calculation, the re-utilization of any repur-
chased shares will beincluded. (The Code, I)

In the case of repurchase of its own shares
according to 8§71, subparagraph 1, No. 8
German Stock Corporation Act, the Company
shall observe the principle of equal treatment
of al shareholders. (The Code, I)

Shareholders must have the opportunity to
vote on share option and LTISs on initial
scheme adoption, on the material amendment
of such schemes and on any changes to
performance criteria. (1999 Guidelines,
Share Option and Incentive Scheme
Guidelines, § 3 at 3)

[S] hareholders must be afforded the oppor-
tunity to approve the selected performance
criteria[to be used as the basis on which
share option and other LTISs are
exercisable], or amendments thereto.

(1999 Guidelines, Appendix 1: Performance
Criteria, at 11)

Existing shareholders should be offered right
of first refusal when a company issues shares
exceeding 5% of the existing sharesin issue.
Only in exceptional circumstances would
Hermes approve the waiver of clients
preemption rights. (5.1)

Performance-related remuneration is the
principle means by which executive directors
are motivated to achieve greater shareholder
value and are rewarded for doing so. Itis
therefore an area of company policy in which
shareholders have avalid role. (App. 1.1.1)

Seealso 1.1 (Shareholders and their agents
have responsibilities as ownersto exercise
stewardship of companies.).

PRINCIPLE: Shareholdersshould have
proper notice of resolutions and be ableto
vote on all substantive issues.

A.. Notice of the AGM was sent at |east 20
working days before the meeting. . . .

B. Resolutions on substantially separate
issuesare put tothe AGM. . . .

C. A resolution on the report and accountsis
proposed. . . .

D. Dividendisput tothevote. . ..

(Part 5: Share Capital and Shareholder Rela-
tions, p. 16)

PRINCIPLE: Shareholdersshould have
adequate infor mation on all directorsand
resolutions.

E. Sufficient biographical information on all
directorsisdisclosed. . . .

F. All resolutions are explained. . . .

(Part 5: Share Capital and Shareholder Rela-
tions, p. 17)

PIRC sviews. . . closely follow those of the
Cadbury Committee which argued: “Voting
rights can be regarded as an asset, and the use
or otherwise of those rights by institutional
shareholdersis a subject of legitimate interest
to those on whose behalf they invest. We
recommend institutional investors should
disclose their policies on the use of voting
rights.” (Part 1: Introduction, p. 2)

[On two-tiered boards,] shareholders should
have the right to elect directors [of the supe-
visory board] and hold them accountable
through regular election. Shareholders
should also have the power to remove those
individuals exercising the powers of the
company or charged with overseeing execu-
tive management. This applies to stakeholder
representatives and also to alternate directors
who are not elected. (Part 2: Directors, p. 4)

See Part 6: Other VVoting Issues, p. 18
(amending the Memorandum and Articles of

Association, in which the exer cise of share-
holders' rightsisbased).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

H. Shareholder

Voting Powers

A magjority of shareowners should be able to
amend the company’ s bylaws by shareowner
proposal. (Guideline D.1)

Any shareowner proposal that is approved by
amajority of proxies cast should either be
implemented by the board, or the next annual
proxy statement should contain a detailed
explanation of the board’ s reason for not
implementing. (Guideline D.9)

Shareowners should have effective access to
the director nomination process. (Guideline
D.10)

A magjority vote of common shares outstand-
ing should be required to approve major
corporate decisions concerning the sale or
pledge of corporate assets which would have
amaterial effect on shareholder value. (Core
Policy 5)

A majority vote of common shares outstand-
ing should be sufficient to amend company
bylaws or take other action requiring or re-
celving a shareholder vote. (General
Principle A.3)

Shareholders' right to vote isinviolate and
should not be abridged. (Position A.1)

A majority vote of common shares outstand-
ing should be required to approve major
corporate decisions including: (a) the corpo-
ration’s acquiring, other than by tender offer
to all shareholders, 5% or more of its
common shares at above-market prices;

(b) provisionsresulting in or being contin-
gent upon an acquisition . . . ; () abridging or
limiting the rights of common shares. . . ;

(d) permitting or granting any executive or
employee of the corporation upon
termination of employment, any amount in
excess of two times that person’s average
annual compensation for the previous three
years, and (€) result in the issuance of debt to
a degree which would leverage a company
and imperil the long-term viability of the
corporation. (General Principle A.5)

See General PrinciplesC.1-C.6 (Board

accountability to shareholders).

The board should not issue any previously
authorized shares — with voting rights to be
determined by the board — unless it has prior
shareholder approva for the specific intended
use. (p.5)

TIAA-CREF . . . supports proposal s that
eliminate preemptive rights, except where our
analysisindicates that such rights have value
to shareholders. (p. 6)

The board should submit for prior share-
holder approval any action that altersthe
fundamental relationship between share-
holders and the board. (p. 6)

See pp. 13-14 ([S] hareholders may reason-
ably expect country and company practice to
include the following:

Fair and equitable treatment for all
shareholders (an issue that can be particularly
relevant when there is a controlling share-
holder).

Fair voting processes that in practice
assure disclosure of all facts material to each
vote being taken, and that enable sharehold-
ersto exercise their owner-ship rightsin re-
lation to their economic interest.).

Dual Class Voting.

The voting fiduciary must take into
consideration the principle of one share, one
vote; theimpact of any dilution in
shareholder voting rights; and any decrease in
share price likely to result from issuing a new
class of stock with unequal voting rights. (p.
8)

The voting fiduciary’s analysis must consider
the interest in assuring that proxy voting be
protected from potential management
coercion and management’ s use of corporate
funds to lobby shareholders to change their
votes. (p. 8)

The voting fiduciary’ s analysis must weigh
the consideration that super-majority voting
requirements may be used to undermine
voting rights against the potential benefit . . .
of protecting minority stockholder interests.

(p.8)

NY 1:1295228\07\6BSS07!.DOC\99990.0899

96




General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

|. Shareholder Meetings/ Proxy Proposals

Not covered.

The ICGN Statement adopts OECD Principle
|.C (Shareholders should have the
opportunity to participate effectively and vote
in general shareholder meetings and should
be informed of the rules, including voting
procedures, that govern general shareholder
meetings:

Shareholders should be furnished with
sufficient and timely information concerning
the date, location and agenda of general
meetings [and] issues to be decided at the
mesting.

Opportunity should be provided for
shareholders to ask questions of the board
and to place items on the agenda at general
meetings, subject to reasonable limitations.

Shareholders should be able to votein
person or inabsentia, and equal effect should
be given to votes whether cast in person or in
absentia.

The right and opportunity to vote at share-
holder meetings hingesin part on the
adequacy of the voting system. The ICGN
believes that markets and companies can
facilitate access to the ballot by following the
ICGN’s GLOBAL SHARE VOTING PRINCIPLES
adopted at the July 10, 1998 annual meeting
in San Francisco. (ICGN Amplified OECD
Principle | at 6)

[IInvestors should have the right to sponsor
resolutions or convene extraordinary
meetings. (ICGN Statement 10 at 5)

See ICGN Amplified OECD Principle| at 6
(ICGN supports initiatives to expand voting
options to include the secure use of
telecommunication and other electronic
channels.).

Separate issues should not be combined
and presented as a single motion for
shareholder vote.

Companies should adopt the Model
Form of Proxy in Appendix B (with
appropriate modifications).

The annual report, notice of meeting and
other documents for all shareholder meetings
should be sent to shareholders at least 28
days prior to the mesting.

Voting should be by poll only on the
conclusion of discussion of each item of
business and appropriate forms of technology
should be utilized to facilitate the proxy
voting process.

(Guidelines for Corporations, Guideline 11)

Influencing corporate governance, through
discussions with companies or the exercising
of proxy votes, isthe mechanism available to
institutional investors around the world to
address.. . . issues, but particularly the issue
of poor performance. (Rationale, 1.3 at 14)

See Guidelines for Investment Managers,
Guideline 3 (Investment managers should
have awritten policy on the exercising of
proxy votesthat is approved by their board
and formal internal procedures to ensure that
that policy is applied consistently.).

Seealso Guidelinesfor Investment
Managers, Guideline 4 (Wherever aclient
delegates responsibility for exercising proxy
votes, the investment manager should report
back to the client when votes are cast.).

The General Shareholders' Meeting isthe
preeminent occasion for the shareholder to
exercise his company rights. Thismeeting is
therefore a decisive element in acompany’s
corporate governance. (l)

The Commission would like to see the time
period for calling the general meeting
extended beyond 15 days so that documents
and information, which on occasion may be
complex, can be delivered to the share-
holders sufficiently in advance of the meet-
ing for them to review their contents. (1.A.1)

The shareholders' meeting is the occasion
when the Board of Directors renders its
accounts to the shareholders on the exercise
of itsduties. Thedirectors presenceis
therefore essential. (1.B)

The presence of the maximum number of
shareholders at shareholders' meetings
contributes to the interest of the discussion.
Their participation should be encouraged.
(1LA.2)

The Commission recommends that
companies draw up and distribute a guide for
shareholders' participation in the general
mesting. (1.B.1)

Through the Shareholders' Meeting, the
board should inform shareholders of the
existence of [the standing] committees and
the frequency of their meetings. (11.B.3)
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

|. Shareholder Meetings/ Proxy Proposals

As part of its regular communication efforts,
the dates of major regular publications (such
as annual and quarterly reports, General
Meetings) shall be published in a‘Financial
Calendar’ sufficiently in advance (at least one
year).

The information published by the company
shall also be available viathe ‘Internet’. This
includes the invitation to General Meetings,
their agenda as well as shareholder initiatives
and management comments hereto as well as
vating results of such meetings. If possible,
all publications are provided in the English
language. (The Code, 11.2.3))

See The Combined Code, Principle C.2
(Boards should use the AGM to communi-
cate with private investors and encourage
their participation.).

Seealso The Combined Code, B.3.5 (The
board’ s annual remuneration report to
shareholders need not be a standard item of
agendafor AGMs. But the board should
consider each year whether the circum-
stances are such that the AGM should be
invited to approve the policy set out in the
report and should minute their conclusions.).

See The Combined Code, C.2.2 (Companies
should propose a separate resolution at the
AGM on each substantially separate issue.).

Seealso The Combined Code, C.2.3 (The
chairman of the board should arrange for the
chairmen of the audit, remuneration and
nomination committees to be available to
answer questions at the AGM.).

Seealso The Combined Code, C.2.4
(Companies should arrange for the Notice of
the AGM and related papersto be sent to
shareholders at least 20 working days before
the meeting.).

Seealso The Combined Code, C.2.1
(Companies should count all proxy votes and,
except where apoll is caled, should indicate
thelevel of proxieslodged on each

resolution, and the balance for and against the
resolution, after it has been dedt with on a
show of hands.).

See also The Combined Code, E.1.2
(Institutional shareholders should, on request,
make available to their clients information on
the proportion of resolutions on which votes
were cast and non-discretionary proxies
lodged.).

Hermes encourages companies to put the
board’ s remuneration report to avote at the
AGM, particularly where significant changes
are made to policy or controversial issues
arise during theyear. (1.4 and App.1.1.2)

Hermes believes that a separate resolution
seeking approval of the annual report and
accounts should be tabled at all AGMs. (3.1)

Hermes will lodge proxies at AGMs and
EGMs in accordance with the principles
outlined in this document. (Code of Conduct
4)

PRINCIPLE: Shareholdersshould have
proper notice of resolutions and be ableto
vote on all substantive issues.

A.. Notice of the AGM was sent at |east 20
working days before the meeting. . . .

B. Resolutions on substantially separate
issuesare put tothe AGM. . . .

C. A resolution on the report and accountsis
proposed. . . .

D. Dividend isput to the vote.

(Part 5: Share Capital and Shareholder Rela-
tions, p. 16)

PRINCIPLE: Shareholdersshould have
adequate infor mation on all directorsand
resolutions.

E. Sufficient biographical information on all
directorsisdisclosed. . . .

F. All resolutions are explained.

(Part 5: Share Capital and Shareholder Rela-
tions, p. 17)

PRINCIPLE: Shareholdersshould have
the opportunity to vote on remuneration
issues.

G. Theremuneration committee report or
pay policy isput tothevote. . ..

H. All new share or incentive schemes over
oneyear are put to thevote. (Part 3: Direc-
tors' Remuneration, p. 10)

Voting on the appointment of the directorsis
the most important routine issue for share-
holders to consider at general meetings. (Part
2, Directors, p. 4)

[S]cheme rules [for director remuneration]
should be available on request as well as be[]
on display at the AGM.

(Part 3: Directors’ Remuneration, p. 8)

See Part 5, Share Capital and Shareholder
Relations, p. 15 (AGM procedures and vot-

ing).
Seealso Part 6: Other Voting Issues, pp. 18-
19 (shareholder resolutions, EGMs).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

|. Shareholder Meetin

gs/ Proxy Proposals

A magjority of shareowners should be able to
call special meetings. (Guideline D.3)

See GuidelineD.2 (A magjority of
shareowners should be able to act by written
consent.).

Corporations should make shareholders
expense and convenience primary criteria
when selecting the time and location of
annual shareholder meetings.

(Generd Principle B.1)

Appropriate notice of shareholder meetings,
including notice concerning any change in
meeting date, time, place or shareholder
action, should be given to shareholdersin a
manner and within time frames that will
ensure that shareholders have areasonable
opportunity to exercise their franchise.
(General Principle B.2)

All directors should attend the annual
shareholders' meeting and be available, when
reguested by the chair, to answer shareholder
questions. (General Principle B.3)

Polls should remain open at shareholder
meetings until all agenda items have been
discussed and shareholders have had an
opportunity to ask and receive answersto
questions concerning them.

(Generd Principle B.4)

Shareholders’ rights to call a special meeting
or act by written consent should not be
eliminated or abridged without the approval
of the shareholders. Shareholders' rightsto
call special meetings or to act by written
consent are fundamental ones; votes
concerning either should not be bundled with
votes on any other matters.

(Generd Principle B.5)

Boards should take actions recommended in a
shareholder proposal receiving a majority of
votes cast for and against unless the board
communicates compelling reasons for not
doing so. (General Principle C.3)

[Common shareholders] rely on the board of
directors —whom they elect — and on their
right to vote on proposals the corporation is
required to submit for shareholder approval.
The proxy vote is thus the key mechanism by
which shareholders play arole in the govern-
ance of the corporation. (p. 5)

The board should not combine disparate is-
sues and present them for asingle vote.
Normally, TIAA-CREF votes against an
entire proxy issue proposal if it opposes any
of the constituent parts. (pp. 6-7)

TIAA-CREF hasdeveloped . . . principles of
compensation governance. [See Topic
Heading K, below.] We will apply them . . .
in voting proxies related to compensation and
to board composition. (p.7)

In reviewing proxy voting issues that arise
during the term of the management contract,
the voting fiduciary shall take into
consideration the general positions of the
trustees outlined below in deciding how to
vote proxies in each of the following
categories. Board of Directors Proposals;
Corporate Governance and Changesin
Control; Employee-Related Proposals;
Executive Compensation; Corporate
Responsibility; and Other Issues. (p. 4)

[Directors] should be held accountable for
actions taken that may not be in share-
holders' best interests, such as. . . acting
against shareholders’ properly expressed
wishes, [e.g.,] failing to implement an
appropriate proposal approved by a majority
of shareholders[or] refusing to provide
information to which the shareholders are
entitled. (pp.4-5)

In analyzing proposals to limit or eliminate
theright of shareholders. . . to call specia
meetings on issues of importance, the voting
fiduciary must weigh the fact that this right
enhances the opportunity for shareholdersto
raise issues of concern with the board of
directors against their potential for
facilitating changesin control. (p. 8)

Issues that may have a significant impact on a
company . . . often are not addressed in a
company’s proxy. Where such anissueis
identified . . . , the voting fiduciary may
consider alternative action [including]

meeting with management or seeking specia
committees or reports of the board to study
theissue. (p. 11)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

J. Anti-Takeover Devices

Not covered.

The ICGN Statement adopts OECD Princi-
ple|.B (Shareholders have the right to par-
ticipate in, and to be sufficiently informed on
... extraordinary transactions that in effect
result in the sale of the company.).

See alsoOECD Principle |.E (Markets for
corporate control should be allowed to
function in an efficient and transparent
manner.

1. Therulesand procedures governing the
acquisition of corporate control in the cap-ital
markets, and extraordinary transactions such
as mergers and sales of substantial portions
of corporate assets, should be clearly
articulated and disclosed. . . .

2. Anti-takeover devices should not be used
to shield management from accountability.).

Seealso OECD Principle |.E.2 Annotation at
28 (In some countries, companies employ
anti-takeover devices. However, both
investors and stock exchanges have
expressed concern over the possibility that
widespread use of anti-takeover devices may
be a serious impediment to the functioning of
the market for corporate control. In some
instances, takeover defenses can simply be
devices to shield management from
shareholder monitoring.).

Seealso OECD Principle V.E Annotation at
41-42 ([Independent board members] can
play animportant rolein . . . changes of

corporate control.).

Not covered.

Out of concern for the interests of the
minority shareholders, the Commissionis
generaly not in favor of anti-takeover
measures. [Such measures] do not encourage
open and responsible manage-ment, nor do
they promote company performance. (1.C.4)
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

J. Anti-Takeover Devices

Not covered directly, but see the Code, |
(Until the enactment of the German Takeover
Law, the voluntary Takeover Code of the
Capital Markets Expert Commission of the
German Ministry of Finance applies. This
Code is accepted by the Company.).

In the event of aManagement Buy-Out, the
Board should appoint a separate committee
consisting wholly or mainly of non-executive
directors with direct access to independent
advisers.

The independent advisers should have access
to al information necessary to enable them to
give afully informed opinion on the merits of
the offer. The committee should be
responsible for a separate statement to
shareholders, giving both its views and those
of the independent advisers on the bid. (1992
Statement, § 9)

An ESOP or employee share ownership trust
should not be used as an anti-takeover device.
(1999 Guideline 21)

See 1992 Stat ement, § 3 (Independent non-
executive directors add considerably to al
aspects of aBoard' s deliberations, e.g., . . .
when takeovers and mergers are being
considered.).

Seealso 1999 Guiddine 17 (Inthe event of a
takeover of the grantor company, options
may be exercised within 6 months of the
offer being declared unconditional in al
respects, lapse or be converted into options of
the offeror company where that aternative is
available).

Takeovers are an important part of an
efficient and competitive corporate
environment but do not always add to
shareholder value, particularly for the bidding
company. Hermes' predispositionina
hostile bid is to support existing
management, but this support is conditional.
It does not apply where confidence has been
lost in management nor, for example, where
synergistic or strategic benefits clearly justify
abid premium. Unreasonable or
unjustifiably expensive defense tactics will
not be supported. (7.1)

Contracts [between the company and
executive directors] with a clause that
increases compensation paid for early
termination in the event of atakeover are not
supported. (App. 1.2.1)

Hermes will normally support incumbent
management in hostile takeover situations,
but the support is conditional (as explainedin
paragraph 7.1, above). Hermes generally
prefers changes from within rather than
hostile bids. (Code of Conduct 3)

Not covered directly, but see Part 5: Share

Capital and Shareholder Relations, p. 15

(Takeover CodeWaivers
Share buy-backs and other capital changes
can have the effect of increasing the stake
of controlling shareholders. In such cir-
cumstances, companies may seek waivers
from the Takeover Code requirement that a
controlling shareholder should make an of-
fer to al shareholders if their holding in-
creases. Resolutions seeking such awaiver
should always be voted on by apoll. The
controlling shareholders’ intentions, should
a share repurchase go ahead, should be
stated. Waivers should not be approved if
there is the potential that a controlling
shareholders' stake could increase beyond
50%.).
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

J. Anti-Takeover Devices

Every company should prohibit greenmail.
(Guideline D.4)

No board should enact or amend a poison pill
except with shareowner approval. (Guideline
D.5)

A majority vote of common shares
outstanding should be required to approve
major corporate decisionsincluding . . .
provisions resulting in or being contingent
upon an acquisition other than by the
corporation of common shares having on a
pro forma basis 20% or more of the
combined voting power of the outstanding
common shares, or a change in the ownership
of 20% or more of the assets of the
corporation, or other provisions commonly
known as sharehol der rights plans, or poison
pills. (Genera Principle A.5.(b))

Staggered election of directors can provide
legitimate benefits to the board. However, a
classified board structure at a public com-
pany also can be a significant impediment to
afree market for corporate control, particu-
larly in combination with other takeover de-
fenses, such as a“poison pill” shareholder
rights plan. (p. 4)

The board should submit for shareholder ap-
proval . . . anti-takeover measures. In evalu-
ating proposals with anti-takeover implica
tions, TIAA-CREF will consider the broad
context of takeover defenses at a particular
company . . . with aview that the market for
corporate control provides appropriate
mechanisms for disciplining management,
and that takeover defenses should not make a
board impregnable. (p. 6)

TIAA-CREF recognizes that many states
have adopted statutes that protect companies
from unfriendly takeovers, in some cases
through laws that obscure or dilute directors
fiduciary obligations to shareholders, as own-
ersof the corporation. . . . [T]he board
should opt out of coverage under state laws
mandating anti-takeover protection. (p. 6)

TIAA-CREF does not oppose an increase in
the authorized number of preferred shares
unless they can be used without further
shareholder approval as part of an anti-
takeover program. For example, they should
not fund a poison pill plan that has not been
approved by shareholders. (p. 7)

[S] hareholders may reasonably expect coun-
try and company practiceto include. . .
[o]pen, efficient, and transparent markets for
corporate control. (pp. 13-14)

[Directors] should be held accountable for
actions taken that may not be in shareholders
best interests, such as . . . adopting anti-
takeover provisions not in the shareholders
best interests. (pp. 4-5)

The voting fiduciary should oppose
[proposed increases in authorized common
stock] when the company intendsto use the
additional stock to implement a poison pill or
other takeover defense [and] should oppose
requests to authorize blank-check preferred
stock . . . that . . . can be used as an anti-
takeover device. (p. 8)

The voting fiduciary’s analysis must consider
whether a poison pill proposa by
management requires management to submit
the pill periodically to a shareholder vote. In
evaluating any poison pill proposal, the
voting fiduciary must consider the impact of
acquisition attempts that may be detrimental
to the long-term economic best interests of
plan participants and beneficiaries. (p. 8)

Greenmail Payments.

The voting fiduciary’s analysis must consider
the fact that greenmail discriminates against
other shareholders and may result in
decreased stock price. Where the voting
fiduciary concludes that the greenmail
payment lacks satisfactory long-term
business justification (such as stopping the
acquisition attempt that would be detrimental
to the long-term economic best interests of
plan participants and beneficiaries), the
fiduciary must oppose the proposal. (p. 12)
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General Motors
Board Guidelines

ICGN Principles
(International)

IFSA Guiddines
(Australia)

Hellebuyck Commission Recommendations
(France)

K. Executive Compensation

Not covered.

The ICGN Statement adopts OECD Principle
V.D.3 (The board should fulfil certain key
functions, including [reviewing] key
executive remuneration.).

See alsoOECD Principle V.E Annotation at
41-42 ([Independent board members] can
play an important role in areas where the
interest of management, the company and
shareholders may diverge, such as executive
remuneration.).

Remuneration of corporate directors or
supervisory board members and key
executives should aligned with the interests
of shareholders. (ICGN Statement 5 at 4)

Seealso OECD Principle 1V.A.4 (Disclosure
should include, but not be limited to, material
information on . . . [m]embers of the board

and key executives, and their remuneration.).

It is recommended that the board should
annually review, and disclose in the annual
report, its policies for remuneration,
including incentives, of the board and senior
executives. Thejustification for these
policies and their relationship to the
performance of the company should be
similarly reviewed and disclosed. (Guideline
10)

Executive compensation and its adjustment
up or down should be tied to the performance
of the company and the value of the
company’sshare. (11.C.2)

The board should deliberate on executive
compensation and should publish its method
of calculation and the existence, if any, of
stock options. (11.C.3)

The Commission would like to avoid the
distribution of stock options on shares of
unlisted subsidiaries, in France or abroad, of
agroup that itself islisted. The Commission
isin favor of stock options that are awarded
without discount. (11.C.4)

The Commission is opposed to severance
payments that are not afunction of the
individual’stime of service or of his
compensation and of the company’sintrinsic
value during his period of service. (11.C.5)
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Panel on Corporate Governance
(Germany)

IAIM Statement
(Ireland)

Hermes Statement
(United Kingdom)

PIRC Guidelines
(United Kingdom)

K. Executive Compensation

The remuneration of the Management Board
and the Executive Staff shall include suffi-
cient motivation to ensure long-term corpo-
rate value creation. Thisincludes share op-
tion programmes and performance-rel ated
incentives related to the share price develop-
ment and the continuing success of the Com-
pany. In connection with the granting of
share options and similar rights to the mem-
bers of the Management Board and the ex-
ecutive staff . . . [t]he exercise of therights
arising from share option programmes shall
not be possible before three (but in no case
earlier than two) years sincethe grant. To
document the incentive character as well as
to balance the surrender of the subscription
right by the shareholders, the exercise shall
depend on achieving or exceeding relevant
and transparent benchmarks (e.g., the devel-
opment of an industry index). (The Code,
11.3.9)

Recommendations for the recurring compen-
sation elements shall be determined by sys
tematic performance evaluation of the indi-
vidual Management Board members. In
addition, the Committee is responsible for
approving pay for outside company work by
members of the Management Board.

(The Code, 111.3)

Seethe Code, I1.4(h) (The purchase and sale
of Company shares, options or other share
derivatives by members of the Management
Board and senior Group executives are
subject to specid rules.).

Seealso the Code, 11.3.8) — b) (Management
Board remuneration).

The IAIM considers that companies should
establish aremuneration committee which
should be comprised of non-executive
directors and, where appropriate, the Chief
Executive.
The remuneration committee should:
determine the salaries and emoluments
of executive directors, including participation
in share option and profit sharing schemes
and other incentivization schemes;
approve the service contracts of
executive directors.

(1992 Statement, § 6)

See 1999 Guidelines, Introduction, § 2 at 1
(The IAIM recognizes the benefits of share
option and other incentive schemesin
aligning the interests of participantsin such
schemes with those of shareholdersand in
focusing attention on long-term growth in
shareholder vaue.).

Seealso 1999 Guidelines, Introduction, 8§ 3 at
1 (Invoting in favor of share option and
other incentive schemes, institutional
shareholders have a responsibility to ensure
that in return, enhanced performanceis
achieved, giving an enhanced return to their
clients. The extent of enhanced performance
will vary with the level of equity or economic
dilution involved in schemes.).

A remuneration committee of independent
non-executive directorsis best placed to
decide executive remuneration on behalf of
the board. Actual and potential awards
should not be excessive and should be di-
rectly related to the success of the company
and aligned over time to the returns achieved
by shareholders. Hermes encourages
companies to put the board’ s remuneration
report to avote at the AGM . (1.4)

Performance-related remuneration is the
principle means by which executive directors
are motivated to achieve greater shareholder
value and are rewarded for doing so. (App.
1.1.2)

Performance-related remuneration should be
aligned over time with returns earned by
shareholders. (App. 1.1.3)

Incentive schemes should be designed to
reward exceptional performance. Awards
should be scaled. . .. No award should be
made where targets are not met. (App. 1.3.1)

Remuneration committees should explain
proposed schemes clearly to shareholders,
justifying the structure of the scheme and the
relevance of the performance criteria chosen.
... Thelink between company performance
and executive reward should be clear.
(App.1.3.4)

In Hermes' view, schemes based on the grant
of shares are preferable to many share option
schemes. (App. 1.4.2)

Most companies justify their remuneration
policy in the general terms of the need to
‘attract, retain and motivate’ executives.
However, companies have different circum-
stances, structures and outlooks. Their poli-
cies should reflect this. Financial rewards
need to be seen in the context of . . . other
terms and conditions, the company’s culture
and its aims and objectives. Care should be
taken that rewards are not overgenerous and
out of line with returns received by share-
holders and the benefits received by other
stakeholders, including employees. (Part 3:
Directors Remuneration, p. 8)

See Part 3: Directors Remuneration, p. 8
(When considering pay policy, remuneration
committees will be held accountable for
breaches of best practice on remuneration
issues or failure to seek shareholder authori-
zation.).

Seealso Topic Heading 15, Board Compen-
sation Review, above.
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CalPERS Core Principles & Guidelines
(USA)

ClI Core Palicies, Principles, Positions
(USA)

TIAA-CREF Policy Statement
(USA)

AFL-CIO Voting Guidelines
(USA)

K. Executive Compensation

The independent directors establish
performance criteria and compensation
incentives for the CEO, and regularly review
the CEO' s performance against those criteria.
The independent directors have accessto
advisers on this subject, who are independent
of management. Minimally, the criteria
ensure that the CEO’ sinterests are aligned
with the long-term interests of shareowners,
that the CEQ is evaluated against comparable
peer groups, and that a significant portion of
the CEO’ s total compensation is at risk.
(Core Principle B.4)

Annual approval of at least amajority of a
corporation’ s independent directors should be
required for the CEO’ s compensation,
including any bonus, severance, equity-based
and/or extraordinary payment. (General
Principle D.1)

Boards should award chief executive officers
no more than one form of equity-based
compensation. (General Principle D.4)

Unless submitted to shareholders for
approval, no “underwater” options should be
repriced or replaced, and no discount options
should be awarded. (General Principle D.5)

Pay for directors and managers should be
indexed to peer or market groups, absent
unusual and specified reasons for not doing
so0. Boards should consider options with
forward contractsto align managers' interests
with shareholders. (Position D.1)

With shareholders’ interest and fairnessin
mind, TIAA-CREF has developed these five
principles of compensation governance. . . .
Alignment of the rewards of employees .
.. with those of the shareholdersis at the core
of the long-term performance of the corpora-
tion. Compensation programs play the criti-
cal roleinthisalignment . . . with well-
designed salary, bonus and stock programs. .

Cash pay — salaries and incentive plans
—istraditionally the largest element of com-
pensation for all except the most senior ex-
ecutives, and an important part of the total
compensation of all employees. . . .

Stock-based compensation plans also
can be acritical element of compensa-tion
programs, and can provide the greatest op-
portunity for the creation of wealth for the
managers whose efforts contribute to the
creation of wealth for shareholders. . . .

Soft elements of executive compensa-
tion programs — pension plans, supple-mental
executive retirement plans (SERPs), perqui-
sites, and the like — should be reasonable and
fair. ...

The company’ s executive compensa
tion program should be under the direction
and oversight of a committee of the board of
directors consisting of independent directors.
(pp. 9-10)

Seegenerally pp. 7-10 (Five Fundamental
Principles of Compensation Governance) and
Appendix, pPp. 17-27 (Executive Compensa
tion Program Guidelines).

The trustees support compensation plans that
provide challenging performance objectives
and serve to motivate executives to excellent
performance. However, the trustees
generally do not support executive
compensation plans that exceed the
requirement necessary to attract and retain
qualified and skilled managers, that adversely
affect shareholders, that are excessively
generous, that lack clear and challenging
performance goals or that adversely affect
employee productivity and morale. (p. 9)

Proposals that link executive compensation to
the company’ s achievement of goals that
improve the long-term performance of the
company should be supported by the voting
fiduciary. (p. 10)

The voting fiduciary generally should oppose
management proposals to award golden
parachutes and should support sharehol der
proposalsto eliminate them. (p. 10)

For alist of factorsto be applied when
evaluating proposed executive compensation
plans, see pp. 9-10.
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APPENDI X

ParTiAL LisTiNG oF CorPORATE GovERNANCE GuiDELINES AND CoDEs oF BesT PracTicE

INTERNATIONAL ORGANIZATIONS

APEC Secretariat, The APEC Business Code of Conduct (draft, March 25, 2001). <www.mof.gov.sg/ cor/cor_pcode.html>

European Association of Securities Dealers (* EASD”), Corporate Governance: Principles and Recommendations(May 2000). <www.easd.com/ recommendations>
Euroshareholders, Euroshareholders Corporate Governance Guidelines (February 2000). <www.dcgn.dk/publications/2000>*

European Association of Securities Dealers Automated Quotations (* EASDAQ”), EASDAQ Rule Book (3d ed., January 2000). <www.easdag.be/services rule.htm>
Hermes Investment Management Ltd., nternational Corporate Governance Principles (December 13, 1999). <www.hermes.co.uk>*

Commonwealth Association for Corporate Governance (“ CACG”), CACG Guidelines: Principles for Corporate Governance in the Commonwealth (November 1999).
<www.cbc.to>

International Corporate Governance Network (* ICGN”), Statement on Global Corporate Governance Principles (July 1999). <www.icgn.org>*

Organization for Economic Cooperation and Development (“ OECD”) Ad Hoc Task Force on Corporate Governance, OECD Principles of Corporate Governance
(April 1999). <www.oecd.org/daf/governance/principles.htm>

ICGN, Global Share Voting Principles (July 1998). <www.icgn.org>*

OECD Business Sector Advisory Group on Corporate Governance, Corporate Governance: |mproving Competitiveness and Access to Capital in Global Markets,
Report to the OECD (Millstein Report) (April 1998). <www.oecd.org>

European Bank for Reconstruction and Development (“ EBRD”), Sound Business Standards and Corporate Practices: A Set of Guidelines (September 1997).
<www.ebrd.com>

Centre for European Policy Studies (* CEPS'), Corporate Governance in Europe — Recommendations (June 1995). <www.ecgn.org>

AUSTRALIA

Investment & Financial Services Association (“ IFSA™), formerly Australian Investment Managers Association (“ AIMA”), Corporate Governance: A Guide for
Investment Managers and Corporations (3d ed., July 1999). <www.ifsa.com.au>*

Working Group representing Australian Institute of Company Directors, Australian Society of Certified Practicing Accountants, Business Council of Australia, Law
Council of Australia, The Institute of Chartered Accountants in Australia & The Securities Institute of Australia, Corporate Practices and Conduct (Bosch Report)
(3ded., 1995). <www.ecgn.org>

BELGIUM

Fondation des Administrateurs (“FDA™), The Directors’ Charter (January 2000). Forthcoming at <www.ecgn.org>

Brussels Stock Exchange/Banking & Finance Commission, Corporate Governance for Belgian Listed Companies (the Merged Code) (December 1998).
<www.cbf.be/pe/pec/en_ecO1l.htm>

Brussels Stock Exchange, Report of the Belgium Commission on Corporate Governance (Cardon Report) (draft, March 1998). <www.ecgn.org>
Federation of Belgian Companies (VBO/FEB), Corporate Governance — Recommendations (January 1998). <www.ecgn.org>

BRAZIL

Instituto Brasileiro de Governanga Corporativa (“ IBGC”), formerly Instituto Brasileiro de Conselheiros Administracao (“ IBCA™), Code of Best Practice of Corporate
Governance (May 8, 1999, revised April 9, 2001). <www.ibgc.org.br>

* [nvestor viewpoint.
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CANADA

= Joint Committee on Corporate Governance, Beyond Compliance: Building a Governance Culture (Saucier Report) (March 2001). <www.jointcomgov.com>

= Pension Investment Association of Canada (“ PIAC”), Corporate Governance Standards (September 1993; revised March 1997, updated June 1998).
<www.piacweb.org>*

Toronto Stock Exchange Commission on Corporate Disclosure, Responsible Corporate Disclosure: A Search for Balance (March 1997). <marketdata@tse.com>
Toronto Stock Exchange Committee on Corporate Governance in Canada, “Where Were The Directors?’: Guidelines For Improved Corporate Governance in Canada
(Dey Report) (December 1994). <www.ecgn.org>

CHINA

= China Securities Regulatory Commission, Corporate Governance Code and Standards for Chinese Listed Companies (draft, June 11, 2001). Available upon request at
<tonglu@public.east.cn.net>. English translation in preparation.

CZECH REPUBLIC

= Czech Securities Commission (Komise pro Cenne Papiry), Draft Corporate Governance Code Based on the OECD Principles (September 2000).
= Czech Institute of Directors, Corporate Governance Code of Practice (draft, August 2000).

DENMARK

= Danish Shareholders Association, Guidelines on Good Management of a Listed Company (Corporate Governance) (draft dated February 29, 2000).
<www.shareholders.dk>*

EINLAND

=  Ministry of Trade and Industry, Guidelines for Handling Corporate Governance Issues in State-Owned Companies and Associated Companies (November 7, 2000).
<www.vn.fi/ktm/eng/newsktm_etu.htm>

= Central Chamber of Commerce/Confederation of Finnish Industry and Employers, Corporate Governance Code for Public Limited Companies (February 10, 1997).

FRANCE

=  Association Frangaise des Entreprises Privées (AFEP) & Mouvement des Entreprises de France (MEDEF), Report of the Committee on Corporate Governance (Viénot I1)
(July 1999). <www.ecgn.org> (French and English).

= Association Frangaise dela Gestion Financiére — Association des Sociétés et Fonds Frangais d’ Investissement (“ AFG-ASFFI"), Recommendations on Corporate
Governance (Hellebuyck Commission Recommendations) (June 9, 1998) English translation by AFG-ASFFI. <www.afg-asffi.com>*

= Stock Exchange Operations Commission, Regulation No. 98-01 — 98-10 (March 1999). English translation available at <publications@cob.fr>

=  Conseil National du Patronat Francais (* CNPF”) & Association Francaise des Entreprises Privees (* AFEP”), The Boards of Directors of Listed Companies in France
(Viénot 1) (July 10, 1995). <www.ecgn.org> (French only). English translation by CNPF & AFEP.

= CNPF& AFEP, Stock Options: Mode d Emploi pour les Enterprises (Lévy-Lang Report) (1995). English translation by CNPF & AFEP.

* [nvestor viewpoint.
** Hybrid consisting of investors, academics and private business sector representatives.
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GERMANY

= Grundsatzkommission Corporate Governance (* GCP” — German Panel on Corporate Governance), Corporate Governance Rules for German Quoted Companies
(January 2000, revised July 2000). English translation by GCP. <www.corgov.de>* *

= Berliner Initiativkreis, German Code of Corporate Governance (June 6, 2000). English translation by Berlin Initiative Group. <www.gccg.de>

= Deutsche Schutzvereinigung fir Wertpapierbesitz eV. (“ DSW"), DSW Guiddlines (June 1998). <www.ecgn.org>*

= Deutsche Bundestag, Gestez zur Kontroll und Tranzparenz im Unternehmensbereich (Law on Control and Transparency in the Corporate Sector) (“ KonTraG") (March
1998).

GREECE

= Capital Market Commission’s Committee on Corporate Governance in Greece, Principles on Corporate Governance in Greece: Recommendations for its Competitive
Transformation (Mertzanis Report) (October 1999). <www.ecgn.org>

HONG KONG

= Hong Kong Society of Accountants, Corporate Governance Disclosure in Annual Reports: A Guide to Current Requirements and Recommendations for Enhancement
(March 2001). <www.hksa.org.kk>

= The Stock Exchange of Hong Kong (“ SEHK™), Code of Best Practice (December 1989; revised June 1996, February 1999, August 2000). <www.sehk.com>

= SEHK, Model Code for Securities Transactions by Directors of Listed Companies (August 2000). <www.sehk.com>

= Hong Kong Society of Accountants (“ HKSA™), New Corporate Governance Guide on Formation of Audit Committees (January 1998). <www.hksa.org.hk>

INDIA

= Securities & Exchange Board of India (“SEBI”) Committee on Corporate Governance (“Kumar Mangalam Committee”), Draft Report on Corporate Governance
(September 1999). <www.sehi.gov.in>
= Confederation of Indian Industry, Desirable Corporate Governance— A Code (April 1998). <ciigen.cii @axcess.net.in>

IRELAND

= |rish Association of Investment Managers (“I AIM”), Corporate Governance, Share Option and Other Incentive Scheme Guidelines (March 1999). <www.iaim.ie>*
= |AIM, Statement of Best Practice on the Role and Responsibilities of Directors of Public Limited Companies (1992). <www.iaim.ie>*

ITALY

= Comitato per la Corporate Governance delle Societa Quotate (Committee for the Corporate Governance of Listed Companies), Report & Code of Conduct
(PredaReport) (October 1999). <www.borsaitalia.it>

= Ministry of the Italian Treasury, Report of the Draghi Committee (Audizione Parlamentare, Prof. Mario Draghi, Direttore Generale de Tesoro) (December 1997).
<www.ecgn.org>

JAPAN

=  Kosei Nenkin Kikin Rengokai (Pension Fund Corporate Governance Research Committee), Action Guidelines for Exercising Voting Rights (June 1998).*

=  Corporate Governance Forum of Japan, Corporate Governance Principles — A Japanese View (May 1998).

= Japan Federation of Economic Organizations (Keidanren), Urgent Recommendations Concerning Corporate Governance (Provisional Draft, Sept. 1997).
<www.ecgn.org>

* [nvestor viewpoint.
** Hybrid consisting of investors, academics and private business sector representatives.
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KENYA

=  The Private Sector Initiative for Corporate Governance, Principles for Corporate Governance in Kenya and a Sample Code of Best Practice for Corporate Governance
(November 1999, revised July 2000). <pscgt@insightkenya.com>

KYRGYZ REPUBLIC

=  Prime Minister’s Office of the Kyrgyz Republic, Department of Economic Sectors Development, Model Charter of a Shareholding Society of Open Type (Approved by
decree of government July 26, 1997). <www.cdc.kg/eng/doc_2.html>

=  Working Group on Corporate Governance, Handbook on Best Practice — Corporate Governance in the Kyrgyz Republic (Approved by decree of government July 26,
1997). <www.cdc.kg/eng/doc_3.html>

MALAYSIA

= KualaLumpur Stock Exchange, Listing Requirements (January 2001, effective as of June 1, 2001). <www.klse.com.my>

= JPK Working Group | on Corporate Governance in Malaysia, Report on Corporate Governance in Malaysia (March 20, 2000). <www.sc.com.my/html/publications/
inhouse>

= High Level Finance Committee on Corporate Governance, Report on Corporate Governance(March 25, 1999). <www.sc.com.my/html/publications/fr_public.html>

MEXICO

= El Consgjo Coordinador Empresarial (* CCE”) y la Comision Naciona Bacariay de Valores (* CNBV”"), Cédigo de Mejores Préticas (June 9, 1999). English translation
available at www.ecgn.org, Corporate Governance Code for Mexico. <www.ecgn.org>

THE NETHERLANDS

= Committee on Corporate Governance, Corporate Governance in the Netherlands — Forty Recommendations (Peters Code) (June 1997). <www.ecgn.org>
= Vereniging van Effectenbezitters (* VEB”), Ten Recommendations on Corporate Governance in the Netherlands (1997). www.vebbottomline.com*

NEW ZEALAND

= Institute of Directorsin New Zealand, Inc., under the aegis of the Commonwealth Association for Corporate Governance (* CACG”), Best Practice Statements for
Boards and Directors in New Zealand (August 2000). <iod_nz@compuserve.com>

PORTUGAL
=  Comissdo do Mercado de Valores Mobiliérios (Securities Market Commission), Recommendations on Corporate Governance (November 1999). <www.cmvm.pt>

ROMANIA

= |nternational Center for Entrepreneurial Studies (Bucharest University) & Strategic Alliance of Business Associations, Corporate Governance Code: Corporate
Governance Initiative and Economic Democracy in Romania (draft March 24, 2000).

RUSSIA

= Corporate Governance Initiative of the World Economic Forum, Changing Corporate Governance in Russia (January 29, 2001).
= Yeltsin, Boris, President of the Russian Federation & Parker School of Foreign & Comparative Law, Columbia University, Decree on Measures to Ensure the Rights of
Shareholders (as amended, October 27, 1993) (Release No. 28, TRANSNATIONAL JURIS 1996).

* [nvestor viewpoint.
** Hybrid consisting of investors, academics and private business sector representatives.
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SINGAPORE

= Singapore Ministry of Finance, Proposed Code of Corporate Governance (draft, March 2001).
= Stock Exchange of Singapore, Listing Manual (as amended) & Best Practices Guide (1998, amended 2000). <www.Ses.com.sg>

SOUTH AFRICA
= Thelnstitute of Directorsin Southern Africa, The King Report on Corporate Governance (King Report) (November 1994). <www.ecgn.org>

SOUTH KOREA

= Committee on Corporate Governance (sponsored by the Korea Stock Exchange et al.), Code of Best Practice for Corporate Governance (September 1999).
<Www.ecgn.com>

SPAIN

= Comision Especial para el Estudio de un Cadigo Etico de los Consgjos de Administracion de las Sociedades, El gobierno de las sociedades cotizadas (Olivencia
Report) (February 1998). English translation by Instituto Universitario Euroforum Escorial, The Governance of Spanish Companies (February 1998).
<www.ecgn.org> (Spanish); English translation: <instuniv@euroforum.es>

= El Circulo de Empresarios, Una propuesta de normas para un mejor funcionamiento de los Consejos de Administracion(October 1996). <www.ecgn.org>

SRI LANKA

= TheInstitute of Chartered Accountants of Sri Lanka, Code of Best Practice: Report of the Committee To Make Recommendations on Matters Relating to Financial
Aspects of Corporate Governance (December 12, 1997). <icaweb@lanka.net>

SWEDEN

= Swedish Shareholders Association, Corporate Governance Policy (January 2000). <www.aktiesparana.se>. English translation: <www.ecgn.org>*
=  The Swedish Academy of Directors, Western Region, Introduction to a Swedish Code of “Good Boardroom Practice” (March 27, 1995). <bandreaz@vast.styrakad.se>

THAILAND

= The Stock Exchange of Thailand (“SET"), The Roles, Duties and Responsibilities of the Directors of Listed Companies (December 1997; revised October 1998).
<webmaster @set.or.th>

UNITED KINGDOM

= Pensions Investment Research Consultants (* PIRC"), PIRC Shareholder Voting Guidelines (1993 and regularly revised through March 12, 2001).
<www.pirc.co.uk/pubserv.htm>*

=  HermesInvestment Management Ltd., Statement on UK Corporate Governance & Voting Policy (July 1998, revised January 2001). <www.hermes.co.uk>*

= Association of Unit Trusts and Investment Funds, Code of Good Practice (January 2001). <www.investmentfunds.org.uk>*

= |nstitute of Chartered Accountants in England and Wales, Internal Control: Guidance for Directors on the Combined Code (Turnbull Report) (September 1999).
<www.ecgn.org>

= Law Commission & The Scottish Law Commission, Company Directors: Regulating Conflicts of Interests and Formulating a Statement of Duties (September 1999).
<www.lawcom.gov.uk/library/Ic261>

= Nationa Association of Pension Funds, (“NAPF"), Corporate Governance Pocket Manual (1999). <www.napf.co.uk>*

* [nvestor viewpoint.
** Hybrid consisting of investors, academics and private business sector representatives.
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London Stock Exchange Committee on Corporate Governance, The Combined Code: Principles of Good Governance and Code of Best Practice (July 1998).
<www.ecgn.org>

Committee on Corporate Governance (sponsored by the London Stock Exchange et al.), Final Report (Hampel Report) (January 1998). <www.ecgn.org>

Study Group on Directors' Remuneration, Final Report (Greenbury Report) (July 1995). <www.ecgn.org>

Institute of Directors, Good Practice for Directors — Standards for the Board (1995).

The City Group for Smaller Companies, The CISCO Guide: The Financial Aspects of Corporate Governance: Guidance for Smaller Companies (1994).

Report of the Committee on the Financial Aspects of Corporate Governance (Cadbury Report) (December 1, 1992). <www.ecgn.org>

Institutional Shareholders Committee, The Role and Duties of Directors. A Statement of Best Practice (April 1991).*

Institute of Chartered Secretaries and Administrators, Good Boardroom Practice: A Code for Directors and Company Secretaries (February 1991, reissued unrevised in
1995). <www.thecorporatelibrary.com/docs/index.html>

UNITED STATES

Council of Ingtitutional Investors (“ CIl"), Core Policies, General Principles, Positions & Explanatory Notes (March 1998 and revised annually through March 2001).
<www.cii.org/corp_governance.htm>*

General Motors Board of Directors, GM Board of Directors Corporate Governance Guidelines on Significant Corporate Governance Issues (January 1994; revised
August 1995, June 1997, March 1999, June 2000). <www.gm.com/company/investors/stockholders/guidelines.html>

Teachers Insurance and Annuity Association — College Retirement Equities Fund (“ TIAA-CREF"), TIAA-CREF Policy Statement on Corporate Governance
(October 1997, revised March 2000). <www.tiaa-cref.org/governance>*

Blue Ribbon Commission on Improving the Effectiveness of Corporate Audit Committees, Report and Recommendations (1999) (sponsored by New Y ork Stock
Exchange & National Association of Securities Dealers). <www.nyse.com> or <www.nasd.com>

California Public Employees’ Retirement System (“CalPERS”), Global Corporate Governance Principles and Country Principles for: UK; France; Germany; Japan
(1999). <www.cal pers-governance.org>*

CaPERS, Domestic Proxy Voting Guidelines and International Proxy Voting Guidelines (February 1999). <www.cal pers-governance.org>*

CalPERS, Corporate Governance Core Principles and Guidelines: The United States (April 1998). <www.cal pers-governance.org>*

The Business Roundtable (“BRT"), Statement on Corporate Governance (September 1997). <www.brtable.org/issue.cfm>

American Federation of Labor and Congress of Industrial Organizations (“AFL-CIO"), Investing in Our Future: AFL-CIO Proxy Voting Guidelines (1997).
<eking@aflcio.org>*

American Society of Corporate Secretaries, Suggested Guidelines for Public Disclosure and Dealing with the Investment Community (1997).
<www.ascs.org/ascstitles.html>

National Association of Corporate Directors (“NACD”), Report of the NACD Blue Ribbon Commission on Director Professionalism (November 1996).
<www.nacdonline.org>

NACD, Report of the NACD Blue Ribbon Commission on Performance Evaluation of Chief Executive Officers, Board and Directors (1994). <www.nacdonline.org>
American Bar Association, Committee on Corporate Laws, Section of Business Law, Corporate Directors Guidebook (1978; 2d ed. 1994):
abanet.org/abapubs/business.html>

American Law Institute (“ALI"), Principles of Corporate Governance: Analysis & Recommendations(1992). <wwwe.ali.org/index.htm>

BRT, Statement on Corporate Governance and American Competitiveness (1990).

* [nvestor viewpoint.
** Hybrid consisting of investors, academics and private business sector representatives.
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