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Tony Wheeler

Oxfordshire County Council
Financal Services

PO Box 12

County Hall

Oxford OX1 1TH

3 August 2005

Dear Tony,

Bernstein Voting Contrary to the RREV Recommendation

Thank you for your email raising the issue of our votes which are contrary to the RREV
recommendation. | will comment below on our reasons for taking a different stance than
RREV for 4 companies in which you have a shareholding.

First of all | apologise that we failed to consult with you in advance on our intention to vote
contrary to the recommendation. At the time of contract discussions both of us agreed that
occasionally ‘codes’ can be too general and that, with our in depth knowledge of a company
and the particular issues involved, there may be times when we felt that your best interests
would be served by voting in a different fashion. In the contract it was requested that we
consult with you in advance if we were intending on voting differently to the RREV
recommendations. We did however acknowledge that occasionally this would be difficult as
our decision is sometimes taken after deliberations that may only be concluded at the last
moment. In these circumstances we undertook to inform you fully on our course of action. |
apologise again that we did not immediately let you know after these decisions had been
taken and acted on.

| think that the process we tried to establish in the contract was a compromise between your
desire to use your voting power in a co-ordinated fashion in one direction and our desire to
use our intensive research proactively on your and our other clients’ behalf. The process
established was a sensible solution on a local basis but causes us difficulties incorporating it
into our global, centralised voting process. Our approach is different from other managers in
that the decision on how to vote is out of the control of the portfolio managers and in the
hands of those who know the company best - the Researcher and the relevant Head of
Research. Their timetabling and method of operation is influenced by many things but in
hindsight it was mistake on our part to think that in practice we could always consult with you
if we were going to recommend a different vote to RREV. The general way we operate with
other clients is to report fully on these exceptions in our quarterly reports and also, in depth, at
the next meeting with the Committee or with the Officers. This approach formalises the
process and is less open to error. However, | fully understand that it does not meet you
objective of a co-ordinated voting approach between your managers. As this is important to
you then | suggest that then we would be happy to vote your shares absolutely in line with
RREV unless one of your other managers has indicated that they wish to vote differently. If
you then inform us of this we can instruct the group that carries out the voting to vote
accordingly. | welcome your suggestion of a discussion and hope that this proposal is
acceptable to you in ensuring that we meet your objectives going forward.

As a result of these problems, Patrick has requested of the research team that we review the
way we do things. | will keep you in touch.

In the meantime | report below Patrick’s and the Research Team's comments on the
particular votes that you referred to in you note to me:-
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In general we are supportive of the initiatives embodied in the Combined Code and would
look to companies to abide by the Code. We do not, however, automatically vote against
proposals that are not in line with the Code. This is because our approach is always to apply
judgment, informed by our analysts’ detailed knowledge of the companies; to vote in what we
believe is in the best interests of you, the shareholder.

In the following cases, our view was that the RREV recommendation was too narrow an
application of the Code and was not how a more informed investor should react.

Computacenter

The presence of Philip Hulme and Peter Ogden on the board makes it breach the Combined
Code recommendations on the percentage of independent board members. This is because,
even though they are no longer involved in any executive function, they are co-founders of the
firm and own 35% of the company. RREV argues, rightly, that they are not independent.
However, their interests are clearly very much aligned with the maximization of shareholder
value and in our view they are exactly the type of people you would want on a board looking
after your interests. Additionally, we have discussed the composition of the board with the
company on more than one occasion and understand that they plan to evolve the board
composition in line with Combined Code terms over time, but feel, rightly in our view, that the
current set of independent directors are still new and replacing the experienced Philip and
Peter would reduce the quality of the non-executive director component of the board.

Persimmon

RREV do not consider Sir Chips Keswick to be independent as he has been on the board for
more than nine years and recommend that his reappointment be opposed. Our view is that
Persimmon's management team, including Keswick on the Board, have probably the best
record in the industry both in terms of growth and stability of returns. The reason for this has
been the talent management has had in acquiring land well - the right sites at the right prices -
and timing the housing market well. It seems counterproductive to vote out a valuable and
experienced member of this successful team, just because he has served on the board for
more than an arbitrary time period.

Wimpey

This vote centred on whether or not the incentive system for Wimpey's US business
(Morrison) should meet the best practices of the US or UK. Because of the global nature of
our research, we are very familiar with best practices in the US and the UK. In the US,
homebuilders are typically compensated along the lines of Wimpey's proposals. To attract
and retain top US housing management, Wimpey therefore decided to meet the norms of the
industry. It does not, however, correspond to the manner in which UK housing executives are
compensated. We thought that on the balance meeting local industry standards was
appropriate and the US subsidiary's record of outperforming a strong US market was an
additional positive factor.

Xstrata

On the remuneration report, the management has delivered excellent results and has been
very successful in integrating the MIM acquisition helping increase the share price over 250%,
hence the additional bonus. On re-appointing a non independent director to the remuneration
committee, although we would generally prefer that the remuneration committee will be fully
independent, we see the company's point on the experience that Mr. Strothotte brings to the
role. In addition, as Chairman of Glencore, Mr. Strothotte does represent the largest
shareholder (Glencore owns 40% of Xstrata) and clearly has an alignment with maximizing
shareholder value. Again this appears to be the sort of person you want on a board,
combining experience and expertise in the industry with clear shareholder alignment.
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Patrick and | are happy to discuss these votes further at our meeting with yourselves in
August or earlier if you so wish.

Once again | apologise for our failure to keep you informed of our voting recommendations
and look forward to discussing with you how we can best work with you to meet your
requirements.

Yours sincerely,
ﬁﬂ-\)
George Elunden




PF_AUG2605R06.doc
PF_AUG2605R06.doc

