February 6, 1996

To Qur dients:
Cal PERS 1996 Cor porate Governance QObjectives

In a press rel ease today, Cal PERS set forth the cor-
porate governance objectives it will seek in 1996 for the ten
"focus" conpanies that it has designated as underperformng. As
W th previous corporate governance initiatives by Cal PERS, it is
likely that other activist investors will adopt the Cal PERS
obj ectives and pronote them as universal objectives. The foll ow
ing are the Cal PERS initiatives for the 1996 proxy season:

° A requirenent that the position of Chairperson of the
Board be separated fromthe position of Chief
Executive Oficer, so that the Board is truly enpow
ered to hold the CEO account abl e.

° Assurance that an independent director is the "l ead"
outside director to act as a counterbal ance to the
CEO -- where the Chair and the CEO positions are com

bi ned.

° A requirenent that the majority of the Board be com
prised of outside directors and that all key commt-
tees -- such as audit, conpensation and nom nati ons
commttees -- be conprised entirely of independent
di rectors.

° El i m nati on of staggered board terns, thereby nmaking

it easier for shareholders to effect board changes.

° A l'inking of Board nenber performance with pay,
i ncluding making a portion of the directors' fees be
in the formof conpany stock.

° | nproved Board oversight of executive conpensation.

° Adoption of a formal nmethod for strategic oversight,

such as a strategic or business audit.

° Exam nati on of Board nenber expertise, tinme spent,
backgrounds and perspectives to ensure a well -
bal anced board conprised of individuals with a diver-
sity of backgrounds and interests, while protecting
agai nst the "too many board appoi ntnments" syndrone,
whi ch spreads a nenber too thin.

M Lipton



