February 26, 1990

To: Al'l Personne

From Martin Lipton

The Firm At Twenty-Fi ve

Three years ago | jotted down sone thoughts about
the Firmand what makes it what it is. Those thoughts --
Wi th sonme mnor updating -- are as valid today as they were
three years ago. | thought it would be interesting to share
the updated version with you in connection with our twenty-
fifth year.

1. The Firmis a meritocracy. Ability is the only
requi renment for success.

2. The Firmoperates in a collegial manner. One-
partner/one vote. Unanimty is required for any major Firm
deci si on.

3. The Firm approaches all matters on a task force
basis. An ad hoc group of tax, antitrust, litigation,
creditor rights, real estate, corporate or other |awers, as
needed, is forned for each matter. The Firmis able to
create a task force of whatever size and specialities
necessary for each matter. The task forces overlap wth a
particul ar | awer |eading one or nore and assi sting on one or
nore. There is considerabl e overlapping of the conposition
of the task forces.

4. The success of the Firmis shared on an
equitable basis with all who nmake it possible. Partner
conpensation is on an absolute | ock-step basis. Al partners
in the sane age group are equal. The younger age groups get
an increasing share each year with the ol der partners' shares
goi ng down each year. Hours worked, client contact, firm
adm nistration all do not affect partnership shares which are
affected only by seniority. Associate and nonl egal staff
conpensati on includes substantial bonuses based on Firm
per f or mance.
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5. The practice of the Firmis focused on a
limted nunber of interesting and difficult specialities.
Greengoods and all other repetitive or | ess demandi ng areas
of practice are avoided. The Firmdeclines a significant
nunber of the matters for which its services are sought.

6. The Firmfollows a policy of slow grow h,
careful recruiting of outstandi ng people, and no | ateral
entry. The Firmnurtures carefully its traditions and
culture. The Firm does not seek to maintain a specific
mar ket share or expand its practice into areas that do not
fit with the Firm s basic culture and strategy.

7. Lawyers and nonl egal staff share great pride in
the quality of the Firm s work.

8. The Firm encourages innovations and has been
successful in devel opi ng many, such as cross-border equity
mergers, nortgage-pass-through securities, the poison pill,
t he state business conbi nation takeover |aws, and innovative
forms for merger and acquisition transactions.

9. The Firm has no branch offices. The Firm has
close relations with firns in other cities and prefers to
work on that basis. The Firmw Il not expand by nerger.

10. There is no single major client. No one
client accounts for as nuch as 10% of the Firm s revenues.
The Firm encourages its clients to maintain rel ationships
with other law firnms.

11. The Firm encourages its |awers to teach,
| ecture, wite books and |law review articles and participate
in bar associations and ot her professional organizations.

12. The nonl egal staff is highly notivated and a
real part of the team

13. Associ ates get full responsibility as soon as
ready. Partnership decision is made early with associ ates
becom ng partners at the end of six years. The basic prem se
is that every associate will becone a partner. Partnership
deci sions are nade solely on the basis of ability as a

| awyer.

14. Day-t o-day operations are handl ed by the
of fi ce managenent, financial and library staffs.
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Adm nistration is by an adm nistrative conmttee on which any
interested partner may serve.

15. Close relationships are nmaintained with
clients who desire such. Personal friendships frequently
develop with clients, especially as a result of difficult and
hard fought matters. The clients' interests are paranmount in
everything the Firm does.

16. The Firmcarefully and strictly avoids client
and issue conflicts. The Firmdoes not enter into retainer
rel ati onshi ps and mai ntai ns conpl ete professional
i ndependence.

17. Fees are based on val ue of services; Firmseeks to
limt its availability to those clients who need the Firm s specia
servi ces and who understand and accept the Firnls fees.

18. Now twenty-five years since it was founded, the
Firmis entering a generation transition -- |eadership has devol ved
on those who have denonstrated their ability to lead the Firmin
the future.

19. Cients are Firmclients not those of individuals.

20. Al conpetitive instincts are turned outward
rather than inward; |ock-step conpensation and one-partner/one-vote
denocratic governance avoid internal conpetition

21. Geat Firmpride in acconplishing client's
objective; winning is what counts; Firmalways willing to risk
litigation to sustain innovations the Firmbelieves will acconplish
the client's objective.

22. Operations geared to needs of practice — 24-hour-
7-day full service; always prepared to do a deal, fight an
i njunction or whatever on overnight basis.

23. Firmis not a business; old fashi oned professiona
partnershi p; no partnership agreenment -- only a handshake anong
friends.

24. Firm does not invest with or in clients -- only

rel ati onships are as |l awers; no partner or associate may serve as
a director of a corporation.

25. Firmis a major participant in conmunity
phi | ant hropy and mai ntains two charitabl e foundations; |awers
active in comunity. Firmdevotes substantial time and funds to

pro bono matters.
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26. No nepotism

27. Firm has not deviated fromthe basic preni se on
which it was founded twenty-five years ago -- if you do a superior
job there will be nore demand for your services than you can neet.

28. The Firm does not engage in marketing or public
relations activities or otherwi se seek clients in such nmanner.

29. The Firmis not a full service firm it often
wor ks as co-counsel with other firms and will not continue a
client relationship initiated by co-counsel beyond the natter
in which it has acted as co-counsel; Firmdoes not use its
t akeover practice to expand other relationships; Firmdoes
not have retainer relationships with the retainer fee
applicable to any services the client desires.

30. The Firmis practice is national with nost of
it corporate and conmmerci al bank clients outside of New York;
the Firm has a substantial international practice in its
areas of specialization.

31. One hundred | awyers; nore than one-hal f
partners; growing by 5 to 10 | awyers per year; one-half of
| awers who started with the Firmare still with the Firm
practice is very high pressured and not suitable for
everyone, only those who are prepared to devote their |ives
to this type of professional practice.

32. Lawers nostly | aw review, Phi Beta Kappa,
cl erkshi ps with outstandi ng judges, assistant U S. Attorneys.

33. Firmavoids rigidities of major Wall Street
firms, therefore is attractive to the very talented and
i nnovative people who are not happy in an hierarchal
structure.

34. Firm s success in takeover field is not
attributable to Wall Street firns not being willing to handle
t akeovers -- those firns were practicing in the takeover area

before the Firm-- they were not successful and | ost the
practice because they were not structured to operate on a
task force basis and were unwilling to test corporate

i nnovations -- like the poison pill -- in litigation.

35. Very cl ose personal relationships anong the
| awyers; close friendships; attitude rmuch like fraternity-
sorority; whenever there is a need, there are volunteers to
hel p.



