COMMONSENSE PRINCIPLES OFCORPORATE-GOVERNANCEOQ

The following is a series of corporate governanaeaciples for public companies, their
boarg of directors and theinstitutionalshareholdergboth asset managers and asset owners)
These principles are intended to provide a baaimdmwork for sound, long-term-oriented
governance But-gGiven the differences amomgi+any).S. public companies—including their
size, theirproducts and servicesheirgeographic footprinthistoryand-their leadership—_and
ownership—we recognize thabdt everyprinciple-(er-every-part-of-everyprinciple)-willoskfor
every-company—and-netevasinciple will be applied in the same fashigyfor atall) by every
comparesy-, board or shareholder. Nonetheless, we intentséahese principles to guide our

thinking.

l. Board of Directors—Buties, Composition and Internal Governance

a. Duties of Loyalty and Care

« Directors are accountable to shareholders and oxwesdof loyalty and care
to the company. Directors’ performance shouldv@duated through the

company’s long-term performance, financial and otse.

b. a-Composition

must not be beholden to the CEO or managemenignm&ant maJorlty of

the boardand all of the members of the audit, compensaimhnominating

and governance committees of the boatuld be independeatder
consistent witlthe New York Stock Exchange rules or similar sgadd.

» All directors must have high integrity and the ayprate competence to
represent the interests of all shareholders ireatty the long-term success of
their company. Ideally, in order to facilitate aggd and informed oversight
of thea company and the performanceitefmanagement, a subset of directors
will have professional experiences directly relai@dhe company’s business.
At the same time, however, it is important to raung that some of the best
ideas, insights and contributions can come fromatlors whose professional
experiences are not directly related to the compdnysiness.

» IndependenBdirectors should bgist that: strong and steadfast, independent
of mind and willing to challenggne CEO and other directocenstructively
but—concepts that may not be fully reflected in blacid-white rules. At the
same time, directors shoutdt be divisive or self-serving. Collaboratiordan
collegiality also are critical for a healthy, fuimeting board.

» Directors should be business savwg-sharehelderorientamd shareholder-
oriented,and have a genuine passion for their company.
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Directors should have complementary and diverdessits, backgrounds and
experiences. Diversity along multiple dimensiansluding diversity of
thought,is critical to a high-functioning board. Directcandidates should be
drawn from a rigorously diverse pool.

While no one size fits all—boards need to be lageugh to allow for a
variety of perspectives, as well as to manage reduioard processeghea
boardgenerally should be as small as practicable $0 pgpomote an open
dialogue among directors.

Directors need to commit substantial time and gntydghe role. Therefore, a
board should assess the ability of its membersaiotain appropriate focus
and not be distracted by competing responsibilitiesso doing, the board
should carefully consider a director’s service asitiple boards and other
commitments. While senior managers of other companies maynie t

constrained, they may be able to offer unique imsi@nd otherwise add
significant value to a board.

b-Electiors of directors

It is a fundamental right of shareholders to ettictors whom they believe
are best suited to represent shareholder interests.

In uncontested electiongdirectors should be elected by a majority of the
votes cast “for” and “against/withhold” (i.e., abstions and non-votes should
not be counted for this purposein individual director who fails to receive
such a majority should tender an offer of resigmatiThe board ordinarily
should accept the resignation; if it does nothdtdd clearly explain its
rationale to the company’s shareholders.

No matter how frequently a company chooses to eleettors, a director
ordinarily should refrain from joining a board omish he or she is not

committed to serving for at least three years.

Requiring all directors to stand for election onaamual basis may help
promote board accountability to shareholders. dbapany chooses to hold
elections on a staggered basis or otherwise elexdtdrs less frequently than
annually, the board should explain clearly (ordipam the company’'s proxy

statement) its rationale for doing so.

e-Nominating directors

A company’s board is responsible for nominatingliied directors consistent
with the criteria for board composition set fonth.ib (“Composition”) above.
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* Long-term shareholders should recommend potentedtdrsfor the board’s
consideratiorif they know the individuals well and believe theguld be
additive to the board.

* A company is more likely to attract and retain sgdalirectors if the board
focuses on big-picture issues and can delegate oidkters to management

(see below at I1.b.,Beard-of Birectors"RespeonsibilitieGritical activities of
the board; setting the agenda”).

I

e-Director compensation and stock ownership

* A company’s independent directors should be fairgt equally compensated
for board service, although (i) lead independergaiors and committee
chairs may receive additional compensatamd (ii) committee service fees
may vary. Ifadirectos receive any additional compensation from the
company that is not related to thdirector'sservice as a board member, such
activity should be disclosed and explained.

» Companies should consider paying a substantiaigpof¢.g., for some
companies, as much as 50% or more) of director eosgiion in stock
performance-steek-uniar similar equity-like instruments. Companieals
should consider requiring directors to retain aifgant portion of their
equity compensation for the duration of their tentar further directors’
economic alignment with the long-term performantthe company.

=

e-Board committee structure and service

» Companies should conduct a thorough and robusttatien program for
their new directors, including background on tretustry and the competitive
landscape in which the company operates, the coytsplansinessits and
operationsgrdimportant legal and regulatory issues, etc.

* A board should have a well-developed committeecttire with clearly
understood responsibilities. Disclosures to shadehns should describe the
structure and function of each board committee.

» Boards should consider periodic rotation of boastlership roles (i.e.,
committee chairs and the lead independent diredbafancing the benefits of
rotation against the benefits of continuity, expece and expertise.

f-Director tenure and retirement age

k=

* It is essential that a company attract and retaong, experienced and
knowledgeable board members.

* Some boards have rules around maximum length eitsesind mandatory
retirement age for directors; others have suclsrolg permit exceptions; and
still others have no such rules at all. Whatekerdase, companies should
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clearly articulate their approach on term limitsl aaetirement age. And
insofar as a board permits exceptions, the boardldlexplain (ordinarily in
the company’s proxy statement) why a particulaepkon was warranted in
the context of the board’s assessment of its pegace and composition.

Board refreshment should always be considereddardo ensure that the
board’s skill set and perspectives remain suffityezurrent and broad in
dealing with fast-changing business dynamics. tBetimportance of fresh
thinking and new perspectives should be temperdudtiwe understanding that
age and experience often bring wisdom, judgmentkanaviedge.

g-Director effectiveness

A Bboards should have a robust process to evaltizeiselvetself on a
regular basis, led by the non-executive chair, leddpendent director or
appropriate committee chair. The board should tiaedortitude to replace
ineffective directors.

Board of Directors’ Responsibilities

a. Director communication with third parties

Robust communication of a board S thlnklng to tbmpanys shareholders is
important. SHE
issues, such as board governance and CEO com@m ect
communication from the board may be warrante@ompanies may wish to
designate certain directols do se—asand-wherappropriate and in

coordination with managemen&e%emm&nma&eudweeﬂw&h—sh&reheiders

Dlrectors who communlcate dlrectly W|th sharehosk:ieleally will be
experienced in such matters.

Directors should speakith-the-mediaabout the companyith the mediesonly
if authorized by the board and in accordance wattmgany policy.

In addition, the CEO should actively engage on coafe governance and key
shareholder issues (other than the CEO’s own cosapien) when meeting
with shareholders.

b. Critical activities of the board; setting the ada

The full board (including, where appropriate, thyghuhe non-executive chair
or lead independent director) should have inpuat ihe setting of the board
agenda.

Over the course of the year, the agenda shoulddacind focus on the
following items, among others:
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A robust, forward-looking discussion of the busmes

The performance of the current CEO and other kaylees of
management and succession planning for each of tkiame of the board’s
most important jobs is making sure the companytimasight CEO. If the
company does not haviee-apprepriatthat CEO, the board should act
promptly to address the issue.

Creation of shareholder value, with a focus onldhg term. This means
encouraging the sort of long-term thinking ownefra private company
might bring to their strategic discussions, inahgdinvestments that may
not pay off in the short run.

Major strategic issues (including material mergerd acquisitions and
major capital commitments) and long-term strata@gyiuding thorough
consideration of operational and financial plangrgitative and
gualitative key performance indicators, and assessof organic and
inorganic growth, among others.

The board should receive a balanced assessmetrabegg fit, risks and
valuation in connection with material mergers aoqussitions. The board
should consider establishing an ad Rt@nsactiorEcommittee if
significant board time is otherwise required to sider a material merger
or acquisition. If the company’s stock is to bedis such a transaction,
the board should carefully assess the companysiiah relative to the
valuation implied in the acquisition. The objeetig to properly evaluate
the value of what you are giving vs. the value batwou are getting.

Significant risks, including reputational riskshé&board should not be
reflexively risk averse; it should seek the propaibration of risk and
reward as it focuses on the long-term interesth@tompany’s
shareholders.

Standards of performance, including the maintaiaing strengthening of
the company’s culture and values.

Material corporate responsibility matters.

Shareholderproposals-ankéy shareholder concerns.

It is important that companies engage with shadshsland receive
feedback about matters relevant to long-term slodgehvalue.

([

=

Shareholder proposals. In the event that a company receives a
shareholder proposal, it should consider engagewigmthe
proposing shareholder (as well as other sharelmltethe extent
appropriate) early in the process, preferably lsefbe proposal
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appears in the proxy. Should the proposal regaesjerity
shareholder support, the company should considdreluengagement
with shareholders and either implement the prop@sad comparable
alternative) or promptly explain why doing so woulok be in the best
long-term interests of the company. As a besttm@dhe company
also should consider further engagement with sleddels to discuss
shareholder proposals that receive significantidss than majority
support and formulate an appropriate response. wiiilg such
response may include the adoption of the propesa Comparable
alternative), the board should be mindful of thet that a majority of
the company’s shareholders diot support the proposal.

¢. Management proposals. Similarly, in connection with a management
proposal, the company should consider engagemémtsivareholders
early in the process. Should the proposal be tedaar receive
significant shareholder opposition, the companw&hoonsider
further engagement with shareholders and formalatappropriate

response, again mindful of how a majority of thenpany’s
shareholders voted.

X/
°e

The board (or appropriate board committee) should

a. determine the best approach to compensate manageateng into
account all the factors it deems appropriate, dinly corporate and
individual performance and other qualitative andmitative factors

{see and

discuss and approve the CEQO’s compensation.

I=

Seebelow at VIL (*Compensation of Management”).

A board should be continually educated on the cowpad its industry

seeking information from a variety of sources,udahg research reports,

audit reports and, where relevant, regulatory ppogements If aBboard
feels it would be productive, outside experts amdsars should be brought in

to inform directors on issues and events affedtiegcompany.

The board should minimize the amount of time itngfseon frivolous or
neh-non-essential matters—the goal is to provide perspeetnd make
decisions to build real value for the company asdhareholders.

As authorized and coordinated by the board, dirsctbould have unfettered
access to management, including those below the'<Cdi@ct reports.

At each meeting, to ensure open and free discydsierboard should meet in
executive session without the CEO or other membinsanagement. The
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independent directors should ensure that they éavagh time to do this
properly.

ve-the

* In addition to its other responsibilities, thaudit Ecommittee should focus
on whether the company’s financial statements wbalgrepared or disclosed
in a materially different manner if the externatigar itself were solely
responsible for their preparation.

1. Shareholder Rights

a.

e

M&ny—p:’ubllc companle&nd—asset—m&nageps—ha\%meenﬁ%mwewed their

\/ \/ A A a_y
haveueneuundepw gould allow for some form of groxx access! sugect

reasonable requirements that do not make proxysaegeduly burdensome for
significant, long-term shareholder&smong the larger market capitalization

companies that have adopted proxy access provjsiengrally a shareholder (or
group of up to 20 shareholdekghethat has continuously held a minimum of 3%
of the company’s outstanding shares for three yisalgible to include on the

company’'s proxy statement nominees for a minimur2086 (and, in some cases,

25%) of the companys board sea@ene#aﬂyenly%hape&m%meh%he
ewne#sMpAqumrng—peﬁed—Fequemeﬂm higher threshold of ownershlp (e g.

5%) often has been adopted for smaller market aagition companies (e.g., less
than $2 billion). In either case, as a general matberly shares in which the
shareholder haag full, unhedged economic interest shouddint toward
satisfaction of the ownership/holding period reguonents.

Dual class voting is not a best practice. lbmpany has dual class voting, which
sometimes is intended to protect the company frieontserm behavior, the
companyordinarily shouldeensider-havinhavespecific sunset provisionsased
upon time or a triggering event, whiglould eliminate dual class voting. In
addition, all shareholders should be treated egjuradiny corporate transaction.

Written consent and special meeting provisiomsbsimportant mechanisms for
shareholder action. Where they are adopted, stereld be a reasonable
minimum amount of outstanding shares required deioto prevent a small
minority of shareholders from being able to abimgerightsof other shareholders
or waste corporate time and resources.

Poison pills and other anti-takeover measures tainidh board and management
accountability to shareholders. Insofar as a compaopts a poison pill or other
anti-takeover measure, the board ordinarily shpuldthe item to a vote of the
shareholders and clearly explain why its adoptsoin the best interests of the
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company’s shareholders. On a periodic basis, dledoshould review such
measures to determine whether they remain apptepria

V. Public Reporting

a.

b.

Transparency around quarterly financial resslisiportant.

A Ecomparmesy should frameheiits required quarterly reporting in the broader
context ofthekits articulated strategy and provide an outlook, as@priate, for
trends and metrics that reflect progress (or notlpag-term goals. A company
should not feel obligated to providgarterlyearnings guidance—and should
determine whether providimguarterlyearnings guidance for the company’s
shareholders does more harm than good. If a congiaes providguarterly
earnings guidance, the company should be readisticavoid inflated projections.
Making short-term decisions to beat guidance (grprformance benchmark) is
likely to be value destructive in the long run.

As appropriate, long-term goals should be disdaand explained in a specific
and measurable way.

A company should take a long-term strategic viesvthough the company were
private, and explain clearly to shareholders howenm decisions and actions are
consistent with that view.

Companies should explain when and why they adertaking material mergers or
acquisitionss+, major capital commitmentsr significant restructuring or cost-
savings initiatives

Companies are required to report their resulectordance with Generally
Accepted Accounting Principles (“GAAP”). Whileig acceptable in certain
instances to use non-GAAP measures to explain lantycesults for
shareholders, such measures should be serailllehouiccompanies should
provide a bridge from non-GAAP items to the mogsnparable GAAP items, So
asnotbe-usedo obscure GAAP results. In this regard, it isartgnt to note
thatall compensation, including equity compensation, isjyla cost of doing
business and should be reflected in any non-GAA&smmement of earnings in
precisely the same manner it is reflected in GAARM|Egs.

V. Board Leadership (Including the Lead Independ&rector’'s Role)

a

Independent leadership of the board is essent@aMiell-functioning board and, in
particular, effective oversight of the company #@sdnanagement. There are two
common structures for independent board leadenshie U.S.. (1) an
independent chair; or (2) a lead independent direct

a-The board’s independent directors should decidssedapon the circumstances
at the time, whether it is appropriate for the campto have separate or
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combined chair and CEO roles. The board shpeattbdically review its
leadership structure amxplain clearly (ordinarily in the company’s proxy
statement) to shareholders why it has separatedrobined the rolesonsistent
with the board’s oversight responsibilities

C. b-If a board decides to combine the chair and CE6srat is critical that the
board has in place a strong designated lead indepedirector and governance
structure. The role of the lead independent director shbeldlearly defined and
sufficiently robust to ensure effective and condtiiue leadership. The
responsibilities of the lead independent directut e executive chair should be
clearly delineated, agreed upon by the board, &wuibded to shareholders.

d. e-Depending on the circumstances, a lead indepemitector’'s responsibilities
may include:

» Serving as liaison between the chair and the inutdgra directors

* Presiding over meetings of the board at which ti@ras not present,
including executive sessions of the independeettirs

* Ensuring that the board has proper input into mgetgendas for, and
information sent to, the board

» Having the authority to call meetings of the indegent directors

» Insofar as the company’s board wishes to commuaidiagctly with
shareholders, engaging (or overseeing the boardteps for engaging) with
those shareholders

* Guiding the annual board self-assessment

* Guiding the board’s consideration of CEO compeansati

* Guiding the CEO succession planning process

VI. Management Succession Planning

a. Senior management bench strength can be evaloatbd board and
shareholders through an assessment of key comparigyees; direct exposure
to those employees is helpful in making that assess

b. Companies should inform shareholders of the m®t®e board has for succession

planning and also should have an appropriate pmunexpected, emergency
succession is necessary.

VII. Compensation of Management
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To be successful, companies must attract anth teabest people—and
competitive compensation of management is critrctis regard. To this end,
compensation plans should be appropriately tailtoeitie nature of the
company’s business and the industry in which it getes. Varied forms of
compensation may be necessary for different typesiginesses and different
types of employees. While a company’s compensatiems will evolve over
time, they should have continuity over multiple ngeand ensure alignment with
long-term performance.

Compensation should have both a current compameha long-term component.

Benchmarks and performance measureniéngsicial and otherwisejrdinarily
should be disclosed to enable shareholders toatealbie rigor of the company’s
goals and the goal-setting process. That saidpeasation should not be entirely
formula based, and companies should retain discrésippropriately disclosed) to
considergualitativefactorsthat may not be easily measuredch as integrity,

work ethic, effectiveness, openness, etc. Thostersaare essential to a
company'seng=teratong-termhealth and ordinarily should be part of how
compensation is determined.

Companies should consider paying a substantiibpae.g., for some
companies, as much as 50% or more) of compendatiG@nior management in
the form of stock, performance stock units or simiquity-like instruments. The
vesting or holding period for such equity compeiosashould be appropriate for
the business to further senior management’s ecanaighment with the long-
term performance of the company. With properlyiglesd performance hurdles,
stock options may be one element of effective carsgigon plans, particularly for
the CEO. All equity grants (whether stock or opsipshould be made at fair
market value, or higher, at the time of the granith particular attention given to
any dilutive effect of such grants on existing saiders.

Companies should clearly articulate their comgims plans to shareholders.
While companies should not, in the design of thempensation plans, feel
constrained by the preferences of their competibothie models of proxy
advisors, they should be prepared to articulate th@iv approach links
compensation to performance and aligns the intedfshanagement and
shareholders over the long term. If a companywellsdesigned compensation
plans and clearly explains its rationale for thplsms, shareholders should
consider giving the company latitude in connectiath individual annual
compensation decisions.

HGrants to management lafge special compensation awards (not normally
recurring annual or biannual awartisit those considered special awards or
special retention awards}je-given-to-management-thshould be carefully
evaluated and-in-the-case-ofeserved for special circumstances. The rationale
for special awards tthe CEO and other “Named Executive Officers” whose
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compensation is set forth in the company’s proayeshent— should beclearly
explained.

g. Companies should maintain clawback policies fhizash and equity
compensation.

VIII. AssetManagetavestorsRole in Corporate Governance

a Asset managers

* Assetmanagers;-Qmn behalf of their clientsasset manageese significant
owners of public companieand, therefore, often are in a position to infleeen

the corporate governance practices of those coepanid otherwise
encourage companies and their boards to focusnoptéerm value creation.

Asset managers should exercise their voting rigfasghtfullyand-act-in-what-they
beli b the | C b ol .
¢ a-, devotingAsset-managers-should-devstdficient time and resources to
evaluate matters presented for shareholder vdteeinontext of long-term
value creation. Asset managers should activelpg@agas appropriate, based

on the issues, with the management@andoard of the company, both to
convey the asset manager’s point of view and teerstdnd the company’s

perspective.ldeally, such engagement will occur early in thegass to

facilitate alignment on resolution of issues wheossible and avoid
unnecessary disruptiomAsset managers should give due considerationgo t

company’s rationale for its positions, including fterspective on certain
governance issues where the company might takeed abunconventional
approach.

b-Given their importance to long-term investment gss¢ proxy voting and
corporate governance activities should receive@pate senior-level
oversight by the asset manager.

e-Asset managers, on behalf of their clients, sheulluate the performance
of boards of directors, including thorough considien of the following:

s <To the extent directors are speaking directly witareholders, the
directors’ (i) knowledge of their company’s corp@governance and
policies and (ii) interest in understanding the key cons@ifithe
company’s shareholders

s = The board’s focus on a thoughtful, long-term sgyat@lan and on
performance against that plan

e-An asset manager’s ultimate decision makers onypssxes important to
long-term value creation should have accesgetessary information about
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the companyits. Asset managers with significant share ownershguid
have access to the companyianagement and, in some circumstances, the

company’s board. Similarly, a company, its manag@mand board should
have access to an asset manager’s ultimate denisikers on those issues.

e-Asset managers should raise critical issues to aarap (and vice versa) as
early as possiblen a constructive and proactive way. Buildingstrbetween
theshareholders and the company is a healthy objective

f-Asset managers may rely on a variety of informasioarces to support their
evaluation and decision-making processes. Whtia dad recommendations
from proxy advisors may form pieces of the infonmatmosaic on which

asset managers rely in their analysis, ultimatabir votes should be based on
independent application of their own voting guided and policiesTo the

extent they use recommendations from proxy advisdifseir decision-
making processes, asset managers should dischsia¢ly do so, and should
be satisfied that the information upon which thiesy relying is accurate and
relevant. Proxy advisors whom they use should iapé&ce processes to
avoid or mitigate conflicts of interest.

g-Asset managers should make public their proxy gopirocess and voting
guidelines and have clear engagement protocolp@wbdures.They should

disclose their policies for dealing with potentiahflicts in their proxy voting
and engagement activities.

h-Asset managers should consider sharing their issetsoncerns
(including, as appropriate, voting intentions aationales therefor) with the
company (especially where they oppose the boaedsmmendations) in
order to facilitate a robust dialogue if they bedig¢hat doing so is in the best
interests of their clients.

Compensation of portfolio managers investing inlipudmmpanies should be
structured to consider performance over an apmtgpterm, given the
strategy and investment time horizon applicablth&oportfolio. Ordinarily,
that will mean using performance benchmarks overethand five-year

eriods (and other periods, as appropriate)—asased one-year period—for

some portion of a portfolio manager’'s compensation.

Institutional asset owners

Institutional asset owners such as pension plati€adowments are in a
position to influence public companies either dise@insofar as they direct
their own investments) or through their interactiovith asset managers
(insofar as those managers invest on their behifither case, such asset
owners can use their position to advance soundosgdterm oriented
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corporate governance. When investing through asaatgers, owners may
wish to encourage such practices through, for el@mp

s the use of benchmarks and performance reportsstensivith the asset
owner’s strategy and investment time horizon

X/
X4

++ Interactions and dialogue with asset managers coingecorporate
governance issues; and

X/
ot

the evaluation of asset managers on how they digelibeir own role in

corporate governance matters, as set forth abovHlia (“Asset
managers”).
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