Septenber 5, 1995

To Qur dients:

Cor porat e Gover nance

In its August 14, 1995 policy statenent on corporate
governance, in addition to reiterating its opposition to stag-
gered ternms for directors and its endorsenent of a board
publicly stating the criteria for choosing nom nees for el ec-
tion as directors and "true" independence of directors, CALPERS
has expanded its view of the nonitoring role of directors to
be, inits own words:

CALPERS wi || continue to support sufficient resources
for independent directors, to provide the type of
research and analysis that is now only available to
managenent directors, and sufficient tinme be allotted
at Board neetings to enable the directors to ask
guestions so as to better understand the conpany's
oper ati ons.

This position by CALPERS is coincident with an article in the
Jul y- August 1995 issue of the Harvard Busi ness Revi ew by Gordon
Donal dson recommendi ng that a board undertake an annual strate-
gic audit of the performance of the conpany.

| f, as appears |ikely, CALPERS gets behind the stra-
tegic audit concept, it is likely that a strategic audit wll
becone one of the principal efforts of activist institutional
i nvestors.
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