














1 October 2009

Strictly Private & Confidential

Sir David Walker
Walker Review
C/O Financial Services Authority
25 The North Colonnade
Canary Wharf
London
E145HS

Dear Sir David,

Walker Review

GC100 is the association for the general counsel and company secretaries in the FTSE 100
and welcomes the opportunity to contribute to the Walker Review. There are currently over
120 members of the group, representing some 85 issuers.

We believe that the Review is well thought out and incisive. The Review has addressed the
perceived issues of concern and has made many sensible suggestions and recommendations
for how they should be addressed. In particular we welcome the statement about the need
for there to be judgment and flexibility.

Good corporate governance will not be assured by "box ticking" conformity with specific
prescription. Rather this will always be dependent on behaviour.

Following extensive discussions amongst our members representing both BOFIs and non
BOFls we would like to make the following comments in relation to the five key themes laid
out in the Review and the 39 recommendations:

5 Key Themes

1. We fully endorse the view that the Combined Code remains fit for purpose. No
code or regulation can create a zero failure regime. Specific regulations will create
further "box ticking" prescription. There is some concern amongst our non BOFI
members that changes to the Combined Code brought in specifically for BOFls, e.g.
Recommendation 3, may inevitably end up applying to non BOFIs as well. It will be
essential that the FRC amends the Code where it believes it to be necessary, in a
way that does not impact adversely on non BOFIs. We suggest that this can be
achieved through the use of sector-specific annexes similar to the practice adopted in
the Listing Rules subject to our non BOFI members' concerns about ensuring non
applicability to them being satisfied.

In addition, members have raised the important issue of what types of entity will
ultimately fall (and should fall) within a BOFI "class" for the purposes of this
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review. There will need to be as clear a definition as possible.

2. We fully endorse the^view that it is behaviour rather than organisation that is the
issue in hand. Given this, it is very difficult in practice for the Code to prescribe
behaviour to any substantial degree or define good judgment.

We remain concerned that there is a public misunderstanding over the role of the
NED. The perception of what NEDs can and should be able to achieve is unrealistic.
The role of the Board is one of strategy and oversight. NEDs cannot guarantee
success or that failure does not occur.

One of the key roles for a NED is to challenge constructively the Executive on the
company's proposed strategy. The right environment needs to be created where
NEDs can do this and "agree to disagree" on issues, within a Board that still has
strong working relationships. This should result in a better level of challenge,
leading to a fuller understanding of risk before reaching a consensus on strategy,
which the Executive is then sufficiently empowered to deliver. In facilitating this,
a good chairman will ensure that a Board is fully informed and its members behave
in a way that allows robust debate and a clear understanding of issues, whether the
Board is dealing with strategy or oversight.

Finally, there is an issue with the current Code that perhaps the independence
criteria and the way they have been applied has unnecessarily restricted the pool of
potential NEDs. Further, the "nine year rule" may have resulted in a loss of
continuity and valuable experience.

3. In addition to the general observations at paragraph 1 above, our non BOFI members
are concerned that the recommendations on risk management are not appropriate to
their sectors, where risks may be managed differently. They feel that "one size" does
not fit all. The Board should establish the overall system by which risk is identified
and monitored as part of its task of "setting the tone from the top". However, this
should not derogate from the Executive's responsibilities for risk management. In
particular, a fully independent risk function should not be seen as removing risk
management from executive responsibility and accountability; neither should it
remove the matter from the Board.

4. Increased engagement with shareholders needs to avoid creating a situation where
management is increasingly driven to short-term solutions by activist shareholders
(often with a very small holding) which are perhaps not in the best interest of longer
term and more passive shareholders.

5. Our membership is concerned that any prescriptive changes to remuneration
practices should not make UK companies uncompetitive in seeking the best talent,
and should allow the flexibility to distinguish between varying management
responsibilities in different structures.

39 Recommendations

In relation to the 39 recommendations set out in the Review, we have the following specific
comments. We have only commented on those recommendations where we have a
suggestion or issue:

Recommendations 2 and 9:

Support for the Board is an integral part of the Chairman's responsibility as set out in
Recommendation 9. However where NEDs seek additional external advice this should be
co-ordinated with the Executive to maintain the integrity of the unitary board model.



Recommendations 3 and 7:

Whilst we fully understand that a large multi-national BOFI should expect significant NED
and Chairman time commitment, it is very important to retain flexibility. Quality of
contribution rather than time spent is key. There is a concern that a minimum time
commitment may become the expected norm for all. It is important to avoid a situation
where serving Chairmen, CEOs or CFOs of other companies are excluded from sitting on
BOFI Boards by time requirements, thereby reducing the pool of NEDs further.

Recommendations 4 and 5:

The FSA increasingly has its own requirements regarding the "approved person" process for
the companies it regulates. The Review's suggestions for bringing external experience to this
process is to be commended. Ultimately however it must be left to individual Boards to
determine the level and range of experience they require for the Board to fulfil its duties.
They should be the best people to judge what is required.

Recommendation 8:

There is always the risk that starting with a presumption that relevant industry experience is
essential can lead to existing paradigms being reinforced rather than challenged. We agree
that the leadership capabilities of the Chairman to draw effectively on the skills and
knowledge of other directors are paramount (together with the ability to understand and
address their own development needs). In the circumstance where a prospective chairman
possesses very strong leadership capabilities but less relevant experience, a company should
be able to take into account the availability of relevant industry experience amongst the
NEDs.

Recommendation 14:

In practice, the number of intermediaries involved in holding shares in UK companies makes
short-term movements on the register difficult to monitor.

Recommendation 15:

The FSA should always discuss movements on the share register with the company first.
There is a risk that this recommendation could result in the FSA requiring adjustments to a
BOFI's strategy, in response to short-term selling pressure or market conditions that are not
in the longer-term interests of the company or its long term shareholders.

Recommendations 16-20:

The GC100 would be happy to participate in any further debate/working group on how the
critical issue of creating a closer dialogue between investors and companies can be made to
work in practice.

There is a growing concern that the business model of most fund managers, their
remuneration practices and the way their performance is benchmarked do not foster an
interest in the long- term value creation strategy of companies. An apply or explain
obligation in relation to the principles of stewardship may help. However, the principles of
stewardship should apply at all times and not only when the Investor has "concerns".
Encouragement for fund managers to increase the attention they pay to governance and the
quality of the Board will be important in ensuring the correct behaviour of the Board.

Recommendation 24:



Removal of a CRO of a BOFI should give rise to the automatic right for the Board to require
an exit interview with the NEDs or at least the SID without executive management present.
There is an argument that an exit interview with the FSA in the same manner as employed
for the actuary of a with-profits fund should also be required.

Smaller or less complex non-BOFI companies should continue to have the flexibility to
determine how they implement risk management. Non BOFIs are concerned that the CRO
requirement may ultimately apply to them.

Recommendation 25:

It would be preferable if individual Risk Committees have discretion as to whether and when
external advice should be sought rather than it being "expected" in the normal course.

Recommendation 27

The recommended specific content/disclosures for risk reports will need to take account of
the existing disclosure provisions, both in the UK and other jurisdictions, to reduce the
information overload. Companies are already required to give details of, for example,
principal risks and uncertainties, systems of internal control and risk management processes.

Recommendation 30:

We are concerned that the approach here concentrates on identifying the relevant executives
based purely on their quantum of remuneration. This ignores the varying nature of roles and
responsibilities held. It would also mean that disclosure would be greatest where Executive
Board remuneration was lowest. We would question whether this is the intended outcome.

Recommendation 31:

We are concerned that this could lead to arbitrary and unintended outcomes. For example,
there will be unequal disclosures among companies depending on the levels of directors'
remuneration or it may result in an upward ratchet in pay levels below board level. An
alternative approach could be for the Remuneration Committee to disclose greater detail on
the policy controls and structures that govern remuneration decisions for those in senior
management positions. If disclosure is the approach to be taken, then a principles-based
approach is preferred, based on management role and/or impact on the risk profile of the
company.

Recommendation 32:

We believe that a consistent approach is needed to ensure a level playing field and to
maintain the globally competitive position of UK BOFIs.

Recommendation 33:

If the relevant periods for both the initial grant of an award and the period during which
shares must be held prior to release (both during and after employment) are long enough,
there should be no need for the claw back concept. Claw back will either result in overly
prescriptive rules or be subject to hindsight judgements. Management should suffer through
the impact on the value of their share awards but the potential removal of an award on the
basis of hindsight (absent male fides) will discount the value of the award. This is turn might
lead to replacement with other forms of remuneration which may not be so closely linked to
the interests of long term investors. Management should only be penalised for a bona-fide
commercial judgement going wrong if it adversely impacts shareholders generally through
the value of their shares.



The GC100 remains ready to discuss any of the above issues in more detail should you so
wish.

Please note as a matter of formality that the views expressed in this letter do not necessarily
reflect the views of each of the individual members ofGClOO or their respective employing
companies.

Yours sincerely,

Geoffrey Timms
For and on behalf of GC100
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