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RADFORD ALERT

RiskMetrics Group Launches New Governance
Rating Indicators (GRId)

There is an important new development in RiskMetrics Group’s evaluation of public
companies’ governance and compensation arrangements, which was rolled-out on March
17, 2010. We urge you to consider the implications of RiskMetrics’ new Governance Risk
Indicators “GRId” and discuss it with key internal and outside advisors, including legal
counsel and your compensation consultant.

As you know, RiskMetrics currently publishes “Corporate Governance Quotient” (CGQ)
scores for all Russell 3000 companies. These CGQ scores are widely referenced by
institutional investors and other parties to evaluate the robustness and shareholder
friendliness of a company’s overall governance profile relative to other companies both in a
broad index and compared to a more focused industry group. Among the many ways such
scores are accessed and used by the public, the scores are published in research reports
RiskMetrics provides to its institutional clients for each covered company, listed on
company Yahoo! Finance profile screens, and according to RiskMetrics, have been
referenced by insurers to help set rates for D&O policies.

As the successor to CGQ, GRId has been designed both to apply much more broadly and
to drill into considerably more detail on key areas of concern than the methodology it
replaces. GRId will initially cover 6,400 US companies, and will probe deeply into a host of
issues that are touched upon only glancingly if at all by CGQ, such as the terms of
executive employment contracts, executive severance multiples, vesting of executive
equity grants, retention/holding guidelines, and clawback provisions, among others.
Overall, the GRId methodology will evaluate four areas of shareholder concern (Audit,
Board, Remuneration, and Shareholder Rights) on an absolute basis rather than on the
relative scale used by CGQ, and for each category will indicate either a low, medium, or
high level of concern.
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While it is difficult to predict the impact of the new approach on companies, we believe that
given RiskMetrics’ influence in the investor community, this new attempt to
comprehensively evaluate and report governance-related risk merits serious attention. We
also note that the GRId scoring methodology is clearly intended to track more closely with
the policies RiskMetrics uses to issue proxy voting recommendations. As such, we expect
that companies indentified as presenting a “high” level of concern in one or more areas will
increasingly be the target of adverse RiskMetrics vote recommendations on proxy
proposals related to those broad categories (e.g. Audit Committee withholds based on
Audit issues, Compensation Committee withholds based on remuneration, etc.).

We recommend that companies visit www.riskmetrics.com/grid-info for more information
about GRId, including an FAQ and a sample of how GRId will appear in RiskMetrics' proxy
research reports. In addition, upon request RiskMetrics will allow companies a courtesy
review of data RiskMetrics has collected for input into GRId calculation, to which you may
offer updates and corrections.

About Radford

For more than 35 years, Radford has provided compensation market intelligence to the
technology and life sciences industries. Global survey databases, which include nearly 3.6
million incumbents, offer current, reliable data to nearly 2,000+ clients. Leveraging Radford
survey data, our thought-leading global Radford Consulting team creates tailored solutions for
the toughest global business and compensation challenges facing companies at all stages of
development. In addition to our consulting team, we also offer equity valuation assistance via
Radford Valuation Services, and leading-edge market analyses and survey services with
Radford Analytic Services. Radford's suite of surveys includes the Global Technology, Life
Sciences, and Sales Surveys, as well as the US Benefits Survey. For more information on
Radford, please visit http://www.radford.com/.

About Aon Consulting

Aon Consulting is among the top global human capital consulting firms, with more than
6,300 professionals in 229 offices worldwide. The firm works with organizations to improve
business performance and shape the workplace of the future through employee benefits,
talent management and rewards strategies and solutions. Aon Consulting was named the
best employee benefit consulting firm by the readers of Business Insurance magazine in
2006, 2007, 2008 and 2009. For more information on Aon Consulting, please visit
http://www.aon.com/human-capital-consulting.
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