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On November 19, 2010, Institutional Shareholder Services_Ing. (ISS
issued updates to its proxy voting policies applicable to shareholder
meetings held on or after February 1, 2011. This Alert summarizes and
discusses implications of those updates for US companies. The ISS
proxy voting guidelines and the new updates are available at
http://www.issgovernance.com/policy

ISS is generally considered the most influential proxy advisor in the US.
A recent study found that a negative ISS recommendation in uncontested
director elections is correlated with a 20.3% drop in favorable votes by
shareholders, a far higher percentage than that of any other proxy
advisort Other studies have found that ISS is able to influence
shareholder votes by 6% to 19%or 2011, ISS has identified over 50
circumstances that may cause it to make a negative vote
recommendation in uncontested director elections. A summary of these
circumstances is included in Appendix A.

While most of the ISS policy changes this year reflect a stiffening of
policies related to compensation and governance matters, ISS did not
adopt a proposed change to its policy on shareholder proposals seeking
an independent chairman. The proposed change would have required
companies to show “compelling company-specific circumstances that
challenge the efficacy of appointing an independent chair” in order to
avoid ISS’ support for an independent chair proposal. The proposal was
not adopted in this year’s policy updates because of extensive comments
against this change.

In preparing for 2011 annual meetings, corporate counsel, corporate
secretaries, and directors (particularly those serving on compensation or
nominating and governance committees) should review the ISS policy
updates and consider how the changes may affect ISS’ evaluation of
director re-elections, executive compensation matters, and other
shareholder proposals.

Summary of Key Changesfor the 2011 Proxy Season

1. New Policy on Say-on-Pay Frequency

Under a new policy, ISS will recommend that shareholders vote in favor
of companies presenting a say-on-pay vote opportunity annually rather
than every two or three years.



Discussion: New Section 14A of the Securities Exchange Ac284, added by Section 951 of the
Dodd-Frank Act, requires companies to conduct arsge shareholder advisory vote on executive
compensation, as disclosed pursuant to Item 4Ggtilation S-K. This is referred to as the “say-
on-pay” vote. Section 14A also requires compatuenduct a separate shareholder advisory vote
on how often (every one, two, or three years) tadcet the “say-on-pay” vote.
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ISS’ new policy recommends voting for annual saypay votes, instead of biennial or triennial say-
on-pay votes. Some companies may have compeé#iagpns for a biennial or triennial say-on-pay
vote. For example, a biennial or triennial voteyrha more appropriate for companies with multi-
year compensation programs.

Implications: Those companies that believe an annual say-onqayis not appropriate for them
should consider conducting outreach with theirddrgstitutional shareholders in addition to
explaining in proxy materials why a biennial oetmial vote is best for their circumstances. Ekpec
ISS to view in a negative light failure by a bo&wdabide by a clear mandate from shareholders on
the frequency of the say-on-pay advisory vote.

2.  New Policy on Golden Parachute Advisory Votes

A new policy outlines the factors that ISS will sirer in evaluating golden parachute compensation
arrangements in merger and acquisition transactions

Discussion: New Section 14A also requires companies solgisipproval of merger or acquisition
transactions to disclose certain golden parachuémgements and, in certain circumstances, to
provide a separate shareholder advisory vote ogdiuien parachute arrangements.

The new policy will evaluate golden parachute ageaments on a case-by-case basis, consistent with
ISS’ policies on problematic pay practices relatedeverance. ISS is particularly concerned about
severance packages that it believes “provide irappate windfalls” especially through tax gross-
ups. The features of a golden parachute arrangdhermay lead ISS to make a negative vote
recommendation include:

= excise tax gross-up provisions;
= “modified single” trigger payments;
= single trigger payments that happen immediatelynupohange in control (including cash

payments and acceleration of performance-basedyeghen the performance measures were
not achieved);

= single trigger vesting of equity where the “chaigeontrol” definition only requires
shareholder approval (rather than consummation);

= potentially excessive severance;

= arrangements that are so attractive as to influehaage in control transactions that may not
be in the best interests of shareholders; and

= the company’s assertion that a proposed transastioonditioned on shareholder approval of
the golden parachute arrangement through the agwste.

Implications: Golden parachute arrangements that have any éé#teres described above are
more likely to receive a negative vote recommendaftiom ISS, although it remains to be seen
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whether such a recommendation will affect votinglomtransaction itself. Additionally, when the
golden parachute arrangements are included incimpany’s disclosure for the say-on-pay advisory
vote, ISS will apply the new guidelines when eviahgthat say-on-pay proposal and may give more
weight to the golden parachute component in maksgverall say-on-pay vote recommendation.
This may discourage companies from including enbdmgolden parachute disclosures in proxy
statements that are subject to an say-on-pay agviste.
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3. Revised Policy on “Problematic Pay Practices:p@lies to Say-on-Pay Advisory Vote

Under its revised policy, ISS has shortened thefigvhat it considers the “most egregious” pay
practices, but will no longer accept future comneitits to remedy problematic pay practices to
prevent or reverse a negative vote recommendation.

Discussion: ISS’ policy regarding problematic pay practicas affect its vote recommendations on
management say-on-pay proposals, re-election opeasation committee members (or the entire
board in certain circumstances), and equity ingengians. The pay practices deemed most
egregious that thus may alone warrant negative nemt@mmendations are:

= repricing or replacing of underwater stock opti@#sRs without prior shareholder approval
(including cash buyouts and voluntary surrendarraferwater options);

= excessive perquisites or tax gragss, including any gross-up related to a seculsst or
restricted stock vesting; and

= new or extended agreements that provide for:
0 change in control payments exceeding three timgs salary plus bonus;

0 change in control severance payments without imtahy job loss or substantial
diminution of duties (“single” or “modified singldtiggers); and
0 change in control payments with excise tax gross{upzluding “modified” gross-
ups).
ISS will no longer accept a promise by the compamgmedy these and other problematic pay
practices in the future in order to alter a negatiote recommendation. ISS may, however, still

consider promises to remedy practices involving-fosyperformance, burn rates, and certain
modifications to equity plans.

The problematic pay practices removed from theolishe most egregious practices will now be
evaluated on a “more holistic basis” and must séfjad in certain circumstances. These items
include: multi-year guarantees for compensatioreiases, including additional years of unworked
service that result in significant benefits, pesifes for retired executives, extraordinary relmsat
benefits for current executives, dividends on utegtperformance shares, and executives holding
hedged company stock (e.qg., through forward sa&s)less collars). The items remain, however, in
the compensation FAQ that details specific paytmes that ISS has identified as potentially
problematic (the current version is available at
http://www.issgovernance.com/policy/2010_compeisatrAQ).

Implications: ISS’ policy on problematic pay practices, includthg most egregious practices
highlighted in this policy update, will be at thenter of ISS’ recommendations on say-on-pay votes
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and also may also affect vote recommendations ®netfelection of compensation committee
members and equity plan proposals. Compensatimmiibees and HR professionals should
determine whether any compensation practices mégrbblematic” under the revised ISS policy
and consider the desirability of making adjustmémttie practices, or engaging with ISS to explain
the practices.
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4. Revised Policy on Directors with Attendance Bel@5%

ISS has revised its attendance policy by narrowhiegeasons that will excuse director failures to
achieve a 75% attendance record so as to avoigadivne vote recommendation. The revised policy
also removes the private disclosure option for @rphg absences.

Discussion: Until now it has been ISS’ policy to recommendtthn an uncontested election,
shareholders vote against or withhold a vote foeadors who attended fewer than 75% of board and
committee meetings without a valid excuse. Vakduses included items such as iliness, service to
the nation, work on behalf of the company, or fahebligations. ISS would evaluate the reasons
for attendance failures on a “case-by-case” béasiieicompany provided “meaningful public or
private disclosure explaining the director’'s abssit

Under the revised policy, ISS will continue its agge vote recommendation for directors who
attend fewer than 75% of the board and committeetimgs, but will extend the policy to cover
cases where disclosure is insufficient to determihether a director attended at least 75% of the
meetings. The revised policy also will generailtyit the acceptable reasons for director attendance
failures to situations involving medical issues#lts or family emergencies, or circumstances in
which the director only missed one meeting, but time meeting accounted for more than 25% of
the total meetings for that director. MoreovelS Mill not excuse an absence unless the reason for
the absence is publicly disclosed.

Implications: Directors and corporate secretaries should déyefack attendance and the reasons
for any missed meetings, taking special noticdeft5% attendance threshold when special board or
committee meetings are called on short notice daequisitions or similar fast-paced board activity
They should also be aware that only publicly disetbreasons to excuse absences will be
considered. The new policy may put directors aghbsition of having to decide whether to publicly
reveal potentially sensitive personal informatitwo@t medical issues or family emergencies that led
to missed meetings, or risk a negative vote recamaia@on from ISS. The proxy statement should

be drafted with care to ensure that it is cleartivaethe directors attended the requisite number of
meetings.

5. Revised Policy on Boards that Fail to Act on Maty-Supported Shareholder Proposals

Under its revised policy, ISS will recommend thadieholders vote against or withhold votes for an
entire board when the board fails to act on a $twdder proposal that received approval by a
majority of votes cast twice within three years.

Discussion: Previously ISS would recommend a negative vatefoentire board if the board failed
to act on a shareholder proposal that receivedoappof either (1) the majority of shares
outstanding the previous year, or (2) the majarftghares cast for the previous two consecutive
years. The second prong of this test allowed $ladder proposals that were not voted on in
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consecutive years to escape evaluation under tagfity of shares cast” rule. 1SS has now revised
the second prong of the test to look back an amiditiyear to capture proposals that received
approval of the majority of shares cast for two @fuihe last three years. The revised policy fesus
on consecutive voting opportunities rather tharseontive years.
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Implications: Shareholder proposals that did not receive appmividle majority of shares
outstanding in the previous year but did receiyerayal of the majority of shares cast in two of the
previous three years will now be covered undergbigy. Boards that do not act on these proposals
may receive negative vote recommendations from ISS.

6. Revised Application of Benchmark Policies for &domesticated” Domestic Issuers

ISS will now apply its US benchmark policies to quanies that are incorporated outside the US but
file proxy statements, 10-K annual reports, and1uarterly reports, and thus are considered
domestic issuers by the SEC.

Discussion: Companies that “redomesticated” outside the W$naintained US exchange listings,
US disclosure practices, and US corporate govempractices found themselves evaluated by ISS
under non-US company benchmark policies. A larggnty of investors and companies
responding to an ISS survey on this issue favopptyag ISS’ US benchmark policies to companies
that are organized outside the US when the comjsazgnsidered a domestic issuer by the SEC, is
listed primarily on a US exchange (not via an AD&)d has a corporate governance structure
consistent with US practice.

Implications: Approximately 74 non-US companies will now be ewdda under ISS’ US
benchmarking policies. In the future, US compatiias redomesticate outside the US but continue
to be considered domestic issuers will likely coné to be evaluated under ISS’ US benchmark
policies.

7. Revised Policy on Increasing Authorized Stock

ISS has revised its policy to clarify the circunmstas in which proposals to increase the number of
authorized shares will be supported or rejected l&s revised the factors that will be considered
when proposals are evaluated on a case-by-case basi

Discussion: Under the revised policy, ISS will recommend tstzdreholders vote for proposals to
increase the number of authorized shares whengritmary purpose of the increase is to issue shares
in connection with a transaction on the same béilat ISS also supports.

ISS will continue to recommend against proposaladeease the number of authorized shares that
have superior voting rights and will now also dond@en there is also a supported proposal for a
reverse stock split on the same ballot.

The revised policy continues to recommend evalggtioposals to increase the authorized shares for
other purposes on a case-by-case basis. However,dnd three year total shareholder return” and
“board governance structure and practices” have beoved from the list of company specific
factors, and the following items have been add#igclosure in the proxy statement of the specific
purposes of the proposed increase, disclosureeaigks to shareholders of not approving the
proposal, and whether, in the case of preferreteshéhe shares requested are blank check preferred
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shares that can be used for anti-takeover purpdsaditionally the factor that considered dilutive
impact by using ISS’ quantitative model that cadtetl a cap on the allowable increase, was replaced
with a cap that generally considers the compang&drfor shares and total shareholder return and
favors increases of 100% or less of existing augkdrshares. ISS plans to issue additional details
on the new methodology in an upcoming FAQ.
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Implications. Companies proposing to increase their authoshades should consider including
disclosure on the uses of the new shares andstke af non-approval (such as inability to meet
capital ratio requirements or going concern issues)

8. Revised Policy on Reverse Stock Splits
ISS has revised its policy to clarify under whatemstances proposals to implement non-
proportionate reverse stock splits may be supported

Discussion: Under the revised policy, ISS will no longer sagmll management proposals to
implement a reverse stock split to avoid delistilg§S will support proportional reductions, butlwil
recommend a vote against non-proportionate rewstosd splits, unless:

= a stock exchange has provided notice to the compbayotential delisting; or

= the increase in authorized shares consistent B policy regarding increases in authorized
common stock (described above).

This change reflects ISS’ position that sharehaldé@ould only vote for non-proportionate reverse
stock splits in the most dire of situations, withtgntial delisting documented in the proxy stateimen

Implications: ISS will now only support non-proportionate reessock splits when actual notice
of potential delisting has been received from tkehange.

9. Revised Policy on Proposals Seeking Shareholdeitity to Act by Written Consent

ISS’ policy to generally recommend in favor of pogpls that provide shareholders with the ability
to act by written consent has been revised to densiuch proposals on a case-by-case basis if the
company has certain recommended governance praetickttakeover defenses in place.

Discussion: The new policy will evaluate shareholder propssal a case-by-case basis if the
company has the following governance and antitageepkovisions:

= an “unfettered” right for shareholders to call Spemeetings at a 10% threshold;

= a majority vote standard in uncontested directecteins;

= no non-shareholder-approved pill; and

= an annually elected board.
The stated rationale for this change is that therg@l risk of abuse associated with the righac¢o
by written consent may outweigh its benefits torehalders in certain, typically hostile,
circumstances. Thus, ISS will undertake a mordisho evaluation” of a company’s governance
practices and takeover defenses when evaluatipppads to provide the ability for shareholders to

act by written consent. Although, to gain the bigré this policy revision companies would have to
implement an “unfettered” right for shareholders&dl a special meeting at a 10% threshold, where
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“unfettered” means “no restrictions on agenda itemesrestrictions on the number of shareholders
who can group together to reach the 10% threshold only reasonable limits on when a meeting
can be called.”
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Implications: Companies facing shareholder proposals requestiageholders’ ability to act by
written consent may consider implementing the ssiggkegovernance and antitakeover provisions.

10. Revised Policy on Voting against Certain Amergins and Poison Pills to Protect NOLs

The revised policy recommends against managemepbgpals to adopt a protective charter or bylaw
amendment or poison pill for the purpose of pratecNOLSs if the effective term of the protective
amendment or pill would exceed three years or xhaestion of the NOL. ISS believes that given
the low ownership thresholds typically involvedasgtholders want to ensure that such an
amendment or pill does not remain in effect permépe

11. Revised Policy on Voting against Equity Compatisn Plans when
Company Exceeds Burn Rates

The policy to vote against equity plans that exassrthin burn rates was revised to minimize the
year-to-year changes possible in burn rate capedier to compensate for recent market volatility.
The year-over-year burn rate cap changes willrbgdd to a maximum of +/-2% of the prior year’s
burn rate cap. ISS will publish an updated bute calculation table in its 2011 Summary
Guidelines, to be released in December 2010.

What You Should Do Now

ISS typically provides companies that are in the?&®0 with prior warning if it intends to issue a
negative vote recommendation. Companies then &aeey narrow time window (48 hours) in

which to engage with ISS on the issue. Compahesare not in the S&P 500 generally do not
receive such prior warning. We encourage all cangsato become familiar with the circumstances
in which ISS may recommended a negative vote reggudirector re-election (set forth in Appendix
A), or on other proposals that may be includedeirtproxy statement. Companies may also wish to
contact their analyst at ISS in anticipation ogbortly after proxy statement filing to talk thrdug

any issues that could cause ISS to issue a negatiggecommendation. In March 2010, ISS issued
revised guidelines with respect to engaging with & proxy voting matters, which are available at
http://www.issgovernance.com/policy/EngagingWithlSS

* * *
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If you have any questions on these matters, pléas®t hesitate to speak to your regular contact at
Weil, Gotshal & Manges LLP or to any member of Biwen’s Public Company Advisory Group:

Howard B. Dicker howard.dicker@weil.com 212-310-8858
Catherine T. Dixon cathy.dixon@weil.com 202-682-7147
Holly J. Gregory holly.gregory@weil.com 212-310-8038
P.J. Himelfarb pj.-himelfarb@weil.com 202-682-7197

Robert L. Messineo robert.messineo@weil.com  212-310-8835
Ellen J. Odoner ellen.odoner@weil.com 212-310-8438

Matthew Elkin, an associate in Weil's Corporate &&pent, assisted in the preparation of
this Alert.
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Appendix A

Circumstancesin Which ISSWill M ake a Negative Vote Recommendation in
Uncontested Director Electionsin 2011

Individual Directors
ISS will recommend a negative vote (“against” or “withhold”) for an individual director who:

= Attends less than 75% of board and committee mee{mgmissed more than one meeting, if the

director’s total service was three or fewer meetings) unless due to medical issues or family
emergencies. The reason for such absence must be disclosed in the proxy statement or other SEC
filing

Sits on more than six public company boards

Is CEO of a public company who sits on boards ofartban two public companies besides his or
her own (the negative vote recommendation will apply only to elections for the outside boards)

Is responsible for a material failure of governarstewardship, or fiduciary responsibilities at the
company

Has engaged in egregious actions related to seowic¢her boards that raise substantial doubt
about his or her ability to effectively oversee management and serve the best interests of
shareholders at any company

ISS may recommend a negative vote for a director who is the company’s CEO if the company has
problematic pay practices (see below).

Entire Board

ISS will recommend a negative vote for all directors (except for new nominees, who will be considered
on a “case-by-case” basis) if:

The company’s proxy statement indicates that omaare directors failed to attend 75% of board
and committee meetings but the names of the directors involved are not disclosed

The board failed to act on a shareholder proposalréteived approval by a majority of shares
outstanding the previous year (a management proposal related to the subject matter of the prior
shareholder proposal with other than a “for” recommendation by management will be considered a
failure to act)

The board failed to act on a shareholder proposalréteived approval by a majority of votes cast

in the last year and one of the two previous years (a management proposal related to the subject
matter of the prior shareholder proposal with other than a “for” recommendation by management
will be considered a failure to act)

The board failed to act on takeover offers whereagority of shareholders tendered their shares

At the previous board election, any director recginere than 50% negative votes of the votes
cast and the company failed to address the underlying issue(s) that caused the high negative votes



= The board is classified and a continuing direcésponsible for a problematic governance issue at
the board/committee level that would warrant a tiegavote recommendation is not up for
election (ISS may hold any or all appropriate naes) except new nominees, accountable)

= The board lacks accountability and oversight, cedplith sustained poor performance relative to
peers (measured by one-year and three-year t@adlsbider returns in the bottom half of a Russell
3000 company’s four-digit Global Industry Classifiion Group). Problematic provisions include
a classified board structure, a supermajority vetgiirement, a majority vote standard for director
elections with no carve-out for contested electiamability of shareholders to call special meesing
or act by written consent, a dual-class structame/or a non-shareholder approved poison pill. In
addition, ISS will assess the CEQO'’s pay relativeheocompany’s total shareholder returns over a
time horizon of at least five years

= The company has problematic pay practices (seeavipelo

= There have been material failures of governanesastship, or fiduciary responsibilities at the
company

= The board failed to replace management (as appitejpri

= A poison pill has a dead-hand or modified dead-Haatlre. A negative vote recommendation
will be made every year until the feature is rentbve

= The board adopts a poison pill with a term of ntbes 12 months or renews any existing pill
(including a pill with a term of 12 months or lesgjhout shareholder approval. A commitment or
policy that puts a newly adopted pill to a bindst@reholder vote may potentially offset a negative
vote recommendation

Appendix A : Circumstances in which ISS Will Make a Negative Vote Recommendation

= The company maintains a poison pill that was npteyed by shareholders. ISS will review
annually for companies with classified boards arléast once every three years for companies
with declassified boards

= The board makes a “material adverse change” txiatirey poison pill without shareholder
approval

ISS will consider the full board on a “case-by-Cdsasis if the board adopts a poison pill with arteof
12 months or less without shareholder approvaintaiato account the following factors:

= The date of the pill's adoption relative to theadaf the next meeting of shareholders (whether the
company had time to put the pill on the ballotgbareholder ratification given the circumstances)
= The company’s rationale
= The company’s governance structure and practices
= The company’s track record of accountability torshalders
ISS will consider the full board on a “case-by-Cdsasis if poor accounting practices rising to \eeleof
serious concern (such as fraud, misapplicationA®AB, and material weaknesses identified in Section

404 disclosures) are identified. ISS has statatlithvill examine the severity, breadth, chronatad)
sequence, duration, and the company’s effortsraédeation or corrective actions.
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Appendix A : Circumstances in which ISS Will Make a Negative Vote Recommendation

Inside Directors and Affiliated Outside Directors
ISS will recommend a negative vote for inside divexand affiliated outside directors when:

= An inside or affiliated outside director servestba audit, compensation, or nominating committee

= The company lacks an audit, compensation, or ndmgaommittee so that the full board
functions as that committee

= The company lacks a formal nominating committe@fjei¥ the board attests that independent
directors fulfill the functions of such a commitiee

= The full board is less than majority independent

Audit Committee Members
ISS will recommend a negative vote for audit coneeitmembers if:

= Non-audit fees paid to the auditor are excessie,(ron-audit fees are greater than audit fees plu
audit-related fees plus tax compliance/prepardges)

= The company receives an adverse opinion on itediaastatements from its auditor

= There is persuasive evidence that the audit comenéhtered into an inappropriate indemnification
agreement with its auditor that limits the abiliythe company or its shareholders to pursue
legitimate legal recourse against the audit firm

ISS will consider the audit committee members 6ceae-by-case” basis if poor accounting practices,
which rise to a level of serious concern (suchraisd, misapplication of GAAP, and material
weaknesses identified in Section 404 disclosunesjdntified. 1SS has stated that it will examihe
severity, breadth, chronological sequence, duratiod the company’s efforts at remediation or
corrective actions.

Compensation Committee Members
ISS will recommend negative votes for compensatmmmittee members (and potentially the full
board) if:
= There is a negative correlation between CEO paycantpany performance -- particularly for
companies that have underperformed their peersasaestained period
= The company fails to submit one-time transferstocls options to a shareholder vote
= The company fails to fulfill terms of a burn raenemitment made to shareholders

= The company has “problematic pay practices.” IS8icy regarding problematic pay practices
relates to its vote recommendations on re-elecfa@ompensation committee members as well as
its recommendations on management say-on-pay patspasd equity incentive plans. Pay
practices deemed “most egregious” that by themsehey result in negative vote
recommendations include:

= Repricing or replacing of underwater stock opti®@#gRS without prior shareholder
approval (including cash buyouts and voluntaryesuder of underwater options);

= EXcessive perquisites or tax gross-ups, includmggross-up related to a secular trust or
restricted stock vesting; and
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Appendix A : Circumstances in which ISS Will Make a Negative Vote Recommendation

= New or extended agreements that provide for:
o change in control payments exceeding three timss salary plus bonus;

o change in control severance payments without imtahy job loss or substantial
diminution of duties (“single” or “modified singldtiggers); and

o change in control payments with excise tax gross{uluding “modified” gross-ups).

= Pay elements that are not directly based on pedoce are generally considered on a “case-by-
case” basis considering the context of the comaoyeérall pay program and demonstrated pay-
for-performance philosophy.

= Specific pay practices that ISS has identified@séntially problematic” with potential for a
negative vote recommendation include:

= Egregious employment contracts (contracts contgimalti-year guarantees for salary increases,
non-performance based bonuses, and equity compansat

= New CEO with an overly generous new-hire packageggsive “make whole” provisions without
sufficient rationale or any problematic pay praesic

= Abnormally large bonus payouts without justifiaplerformance linkage or proper disclosure
(includes performance metrics that are changeadeted, or replaced during the performance
period without adequate explanation of the actiwh the link to performance)

= Egregious pension/supplemental executive retiremplamt payouts (inclusion of additional years of
service not worked that result in significant béisgfrovided in new arrangements or inclusion of
performance-based equity awards in the pensioniledilan)

= Dividends or dividend equivalents paid on unvegtedormance shares or units

= Executives using company stock in hedging actwjtgich as “cashless” collars, forward sales,
equity swaps, or other similar arrangements

= EXxcessive severance and/or change in control pooagpayments upon an executive’s
termination in connection with performance failorea liberal “change in control” definition in
individual contracts or equity plans which coulduk in payments to executives without an actual
change in control occurring)

= Reimbursement of income taxes on certain execpgvquisites or other payments (e.g., personal
use of corporate aircraft, executive life insurariomnus, etc; see also excise tax gross-ups above)

= QOverly generous perquisites, including personalaism®rporate aircraft, personal security systems
maintenance and/or installation, car allowancescetive life insurance

= Internal pay disparity (excessive differential beém CEO total pay and that of next highest-paid
named executive officer)

= Voluntary surrender of underwater options by exgeudfficers (may be viewed as an
indirect option repricing/exchange program espécifithose cancelled options are
returned to the equity plan, as they can be regdaiat executive officers at a lower exercise
price, and/or the executives subsequently recaigeheduled grants in the future)

= QOther pay practices deemed problematic but notreov@ any of the above categories
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ISS will also assess company policies and practelased to compensation that could incentivize
excessive risk-taking, for example:

Appendix A : Circumstances in which ISS Will Make a Negative Vote Recommendation

= Guaranteed bonuses

= A single performance metric used for short- andjlrm plans

= Lucrative severance packages

= High pay opportunities relative to industry peers

= Disproportionate supplemental pensions

= Mega annual equity grants that provide unlimitedidg with no downside risk

Factors that potentially mitigate the impact okyigncentives include rigorous clawback provisiamsl
robust stock ownership/holding guidelines.
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